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Chapter 1

Introduction

In Budd Schulberg’s novel What makes Sammy Run?, Al Manheim becomes
obsessed with trying to understand the behaviour of Sammy Glick, his work
colleague and pseudo-friend. Manheim first becomes puzzled when he notices
that Sammy never really walks anywhere—he literally runs from spot to spot.
Sammy’s general mode of behaviour is also much like that of a driver who is
willing to run over anything in his way. And when Sammy runs over other
people in his pursuit of success, he does not slow down to look behind him.

A flabbergasted Manheim witnesses Sammy Glick successfully lie, sweet-
talk, bullshit, backstab and plagiarize his way up the ranks, first as a journalist
in New York and then as a screenwriter in Hollywood. While also working in
Hollywood, Manheim comes to realize that the film business might be better
suited for the Sammy Glicks of the world. Although Manheim is older and wiser
than Sammy, and although he actually writes his own screenplay assignments,
he fails to synchronize himself with the pace of the Hollywood “Dream Factory”.

And why not? If Manheim cannot keep pace with a capitalist institution like
the Hollywood film business, what makes Hollywood run? What does Hollywood
want and what are its strategies to achieve its goals?

1.1 General Overview

This book combines an interest in political economy, political theory and cinema
to offer an answer about the pace of the contemporary Hollywood film business
and its general modes of behaviour from 1950 to 2019. More specifically, this
book seeks to find out how the largest Hollywood firms attempt to control social
creativity such that the art of filmmaking and its related social relations under
capitalism do not become financial risks in the pursuit of profit.

Controlling the ways people make or watch films, the book argues, is an
institutional facet of capitalist power. Capitalist power—the ability to control,
modify and, sometimes, limit social creation through the rights of ownership—
is the foundation of capital accumulation. For the Hollywood film business,

13



14 CHAPTER 1. INTRODUCTION

capitalist power is about the ability of business concerns to set the terms that
mould the future of cinema. For the major film distributors, these terms include
the types of films that will be distributed, the number of films that will be
distributed, and the cinematic alternatives that will be made available to the
individual moviegoer.

Parts of the book substantiate this argument with empirical research on
the financial performance of Major Filmed Entertainment, which is my pre-
ferred term for what have been, since 1950, the six largest business interests in
Hollywood—Columbia, Disney, Paramount, Twentieth Century-Fox, Universal
and Warner Bros. (usage of firm names and “Major Filmed Entertainment”
will be explained in Section 1.5). Other parts of the book, including all of Part
I, develop the theoretical framework that will frame the empirical research that
follows in Part II.

A detailed presentation of the theoretical framework is crucial, as this book
rejects certain assumptions about the capitalist economy. Most analyses of
mass culture and Hollywood cinema are undermined by one of the cardinal
assumptions of mainstream political economy—that politics and economics are,
ultimately, analytically separate. Economics and politics are usually separated
analytically because of a desire to delimit and isolate a specific dimension for
study. However, this separation begets mismatches and confusions about the
very essence of capitalist society. It generates a dualist methodology that has
trouble explaining how a set of concepts for capitalist production (economics)
does or does not relate to another set for ideology, power and authority (politics).

In order to offer insights into how various social elements of cinema come
under the same heel of control and capital accumulation, this book makes use of
the capital-as-power approach, which was first developed by Shimshon Bichler
and Jonathan Nitzan.'In support of this political economic approach, the reader
will find a supporting team of economists and political theorists. In particular,
there are key references to the works of Friedrich Pollock, Franz Neumann,
Herbert Marcuse, Theodor Adorno, Cornelius Castoriadis and Thorstein Veblen.
This collection of thinkers is important to building an alternative framework
to analyze the capitalist character of Hollywood cinema.The so-called “non-
economic” elements of mass culture will have new meaning, as we will be able
to understand their direct bearing on the accumulation of capital. In contrast
to both neo-classical and Marxist theories of capital, Bichler and Nitzan (2009)
argue that capital does not measure utility or socially necessary abstract labour
time. Rather, capital is a quantitative, symbolic expression of organized power
over society; it is a measure of the ability of capitalists in general and dominant
capitalists in particular to strategically sabotage social relations for the purposes
of pecuniary gain.

Much of this project’s historical and empirical research seeks to demonstrate
that, because of what capital is according to Bichler and Nitzan, Hollywood’s
dominant firms have a very specific orientation to the aesthetic potential of
cinema. Like other firms, the ones that compose Major Filmed Entertainment
obey the forward-looking logic of capitalization, which involves discounting of
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expected future earnings to present prices. Consequently, these firms value film
projects as income-generating assets, the price of which depends on what is hap-
pening in the world of cinema, mass culture and, indeed, society at large. Thus,
Major Filmed Entertainment capitalizes its stakes in the art of film according
to how social dimensions of culture might affect earning potential.

The overall logic of capitalization can be broken down further into primary
components. One of these components is risk. In the capital-as-power approach,
risk concerns the degree of confidence capitalists have in their own expectations.
In this study of Hollywood, we will find that risk relates to Hollywood’s reluc-
tance to let the world of cinema grow and evolve without limits instituted “from
above”. Thus, the control of creativity is motivated by a business concern to
mitigate the risk of aesthetic overproduction. Aesthetic overproduction is not
about the cultural or political value of cinema, but about the risk such overpro-
duction poses to cinema’s earning potential. In fact, the degree of confidence in
the expected future earnings of Hollywood cinema tends to increase when the
industrial art of filmmaking and the social world of mass culture are ordered
by capitalist power. In this cultural environment—which we will describe as an
order of cinema-limitations are imposed on what cinema can or cannot do, an
imposition which in turn allows for the financial trajectory of film projects to
become more predictable for those who have a vested interest in future streams
of earnings. Indeed, risk perceptions and, more generally, the logic of capitaliza-
tion demand that assessments of a film’s social significance be translated, with
a degree of confidence, into quantitative expectations about the film’s future
income.

1.2 Outline of Part I

The overall objective of Part I is to outline and rectify some of the method-
ological problems that obscure our understanding of how capital is accumulated
from culture. In a world in which businesses, both large and small, explicitly
attempt to produce culture for profit, the capitalist facet of modern culture is
visible to many. However, political economic theories of value are designed to
look beyond the phenomena of prices. In this case, a theory needs to explain
what is getting accumulated through the production of culture. Is it utility? Is
it the exploited labour time of workers? Is it something else?

Notwithstanding particular differences between schools of thought, it is com-
mon practice to build a concept of capital on the assumption that economic and
political activity are distinguishable because economic value is, essentially, a
measure of productivity. Part I analyzes how this assumption about economic
value produces theoretical problems for a political economic analysis of mass
culture. Marxism stands as the theoretical foil for this analysis. Because Marx-
ism defines capital such that only economic activity (i.e., labour) can create
value, it assumes there is a defined separation between economic and political
processes. Some Marxist theorists have no issue with this separation; they trust
their abilities to freely mix politics and economics with a dialectical theory of
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capitalist society. Yet Part I will show why this assumption about the nature of
capital is actually a methodological problem that grows from the heart of Marx-
ist economics. For productive labour to be the source of “real” economic value,
the Marxist labour theory of value cannot avoid making a series of problematic
assumptions about differences between economic and non-economic processes.
Marxist theories must also ignore that it is impossible to directly confirm that
value is created in the places one states are productive; while, in the rest of soci-
ety, non-economic processes are purported to only support or assist the circuit
of capital .

With this backdrop in mind, Part I introduces the capital-as-power approach
and uses it as the foundation to study Hollywood with an alternative political
economic theory of capital. The capital-as-power approach views capital not
as an economic category, but as a category of power. Consequently, this ap-
proach will re-arrange and re-frame the picture of how capital is accumulated
from mass culture. Our particular path to the capital-as-power approach is
influenced by the Frankfurt School, whose members began to rethink the role
of political power and the economics-politics separation in the age of monopo-
lies, concentrated ownership and automated technology. The capital-as-power
approach goes further with respect to the definition of capital: it rejects the
economics-politics dualism and argues that the quantities of capital are sym-
bolic expressions of organized power over society.

Chapter 2 demonstrates why the economics-politics separation needs to be
reconsidered and why capital accumulation needs to be re-framed in light of
power. By examining the works of three thinkers of the Frankfurt School—
Pollock, Neumann and Marcuse-we can identify various reasons to see the
politics-economics separation as a barrier to understanding capitalist power in
advanced capitalism (i.e, capitalist societies in the twentieth and twenty-first
centuries). Moreover, their writings indicate why Marxism cannot easily over-
come problems that stem from an analytical separation between economics and
politics. While the Frankfurt School’s arguments inspired twentieth-century
Marxism to see accumulation, ideology and power holistically, whereby social
processes create a totality, holistic Marxist approaches still require an unhelp-
ful split between capital and power. With or without the base-superstructure
model of its classical methods, Marxism must split social elements within a to-
tality to privilege, by its own definition of capital, the productivity of labour in
the capitalist pursuit of profit.

Chapter 3 looks at Marxist economics more closely. This chapter demon-
strates why the Marxist assumption about the nature of economic value has,
when applied to mass culture, little explanatory power. In general, we cannot
objectively measure the magnitudes of the Marxist concept of capital. And
since this shortcoming is general, Marxist theories of culture have no solid basis
from which to assume that socially necessary abstract labour time is the unit
of value that underpins the heterogeneous appearances of cultural commodities,
prices and profit. Moreover, since the labour theory of value lies at the root
of the Marxist method, it is difficult to see how this methodological problem
could be solved when some cultural theorists include the desires and attitudes
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of consumers in a broader concept of productive valorization.

Chapter 4 develops a more comprehensive concept of capitalist power by
putting power at the heart of capital accumulation. First, the writings of Gar-
nham, Babe, Adorno and Marcuse act as precedents for thinking about the
political economy of mass culture from the viewpoint of institutional power.
Second, Veblen and the capital-as-power approach both argue that organized,
institutionalized power is the essence of business enterprise and the financial
logic of capitalization. The capital-as-power approach is particularly useful be-
cause it breaks the separation of politics and economics before it builds a theory
of institutionalized power in capitalism. Thus, we can use this approach to study
the power processes that other studies of mass culture have noticed as well, but
in a manner that avoids separating power from a “real” magnitude of economic
production, whether that magnitude be utility or socially necessary abstract
labour time.

For example, by greatly relying on subjectivity, desire and matters of taste
and pleasure, the business of mass culture is filled with many qualitative, social
aspects. The capital-as-power approach does not pretend otherwise. Rather, it
claims that the control of culture is capitalized, which only means that capital-
ists incorporate the qualitative aspects of culture into their future expectations
regarding protected claims on streams of earnings. In other words, culture is
produced and consumed, but this production and consumption has no inherent
capital value, whether “measured” as material or immaterial capital (Nitzan &
Bichler, 2009, p. 254). As a symbolic expression of organizational power, capital
value is only attached to the protected claims of ownership that allow capitalists
to withhold industrial processes—in this case, the unfettered production and con-
sumption of culture—from society at large. Veblen called this socio-legal process
of exclusion and control “strategic sabotage”.

1.3 Outline of Part 11

Part II focuses on the Hollywood film business. It investigates how and to what
extent Major Filmed Entertainment attempts to accumulate capital by lowering
its risk. The process of lowering risk—and the central role of capitalist power
in this process—has characterized Hollywood’s orientation toward the social-
historical character of cinema and mass culture. This push to lower risk has been
most apparent since the 1980s. In recent decades, Major Filmed Entertainment
has used its oligopolistic control of distribution to institute an order of cinema
based on several key strategies: saturation booking, blockbuster cinema and
high-concept filmmaking. Of course, there is much more to cinema, and even
Hollywood cinema, than these three key strategies. Yet the purpose of Major
Filmed Entertainment is to create an order of cinema that benefits its business
interests. And when Major Filmed Entertainment has the institutional means
to shape the movements of the cinematic universe—social relations and all-it
possesses a greater ability to affirm, modify or deny film projects and ideas
according to their perceived function in capital accumulation.
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Chapter 5 examines the capital-as-power approach in greater detail. First to
be examined is the concept of differential accumulation. In this book, differential
accumulation denotes the process of accumulating capital faster than Dominant
Capital, proxied by the 500 largest firms in the Compustat database. The second
issue to be examined is the role of risk in the logic of capitalization. Since lower
risk increases capitalization, differential reductions of risk lead to differential
accumulation. As with our definition of differential accumulation, our analysis
of differential risk concerns the ability of Major Filmed Entertainment to lower
its risk faster (or have it rise slower) than dominant capital as a whole.

Chapter 6 explains why the Hollywood film business seeks to create and re-
inforce deterministic social relations in the world of cinema. An order of cinema
is a defence against the threat of aesthetic overproduction. This threat, which is
financial, can appear when the future social significance and aesthetics of cinema
seem uncertain. This uncertainty derives from social-historical shifts in mean-
ing, desire and, more generally, cultural norms and values. Again, shifts in the
social meaning of cinema do not undermine filmmaking and film consumption
as cultural and political activities; in fact, these shifts in meaning might foretell
a cinematic renaissance or democratic potential of art (Holman & McMahon,
2015). But they can undermine the goals of business interests, which value
film production, distribution and exhibition as, primarily, capitalist techniques.
Therefore, the capitalist control of cinema requires that vested interests shape
the relationship between new creativity and already established meaning.

Chapter 7 examines, analytically and quantitatively, how and to what extent
Major Filmed Entertainment has been able to reduce risk in the contemporary
period of the Hollywood film business, from 1950 to 2019. The chapter outlines
some of the business strategies that have been instrumental ever since the US
Supreme Court demolished aspects of the classical studio system in 1948. Key
post-1948 strategies have been saturation booking and blockbuster cinema, and
both were successful in reducing the risk of Major Filmed Entertainment, both
absolutely and relative to dominant capital.

These empirical conclusions are antithetical to mainstream theories. By re-
lying on the neo-classical concept of consumer sovereignty, many theories claim
that the systemic risk of Hollywood is always somewhere between high and ex-
tremely high, whereas in reality this risk has been dropping. In fact, the chapter
demonstrates that Major Filmed Entertainment is now able to confidently de-
termine which films will be very successful in the saturation-booking system of
theatrical exhibition.

Some of the data analysis in Chapter 7 shows that the highest level of risk
occurred in the late 1960s and 1970s. Risk dropped significantly in the early
1980s and then continued to drop steadily to the 2010s. Chapter 8 analyzes
how this historical trajectory of Major Filmed Entertainment’s risk parallels the
sector-wide transition from “New Hollywood”, a creative period where business
interests embraced the visions of American New Wave cinema (~1968-1977), to
a glossier, blockbuster-centric Hollywood from 1980 to the present day. This
transition was marked by a growing emphasis on the production of high-concept
cinema. High-concept filmmaking demands that large-budget films have simple
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and straightforward stories, character types and imagery. High-concept cinema
was never just an aesthetic standard; it was a business solution after American
New Wave became a financial burden for Major Filmed Entertainment. The
general institution of high concept filmmaking enabled Major Filmed Entertain-
ment to refrain from distributing film projects that were deemed too complex,
too ambiguous or, in light of what American New Wave was seeking to achieve,
too political for its twin-engine strategy of saturation booking and blockbuster
cinema. And this ability helped it achieve significant reduction in differential
risk and a concomitant increase in differential earnings.

1.4 On the scope of analysis

This book will try to cover many decades of Hollywood history, which is now over
a hundred years long. Traversing this scale of time with analysis and research
will have its challenges, but added difficulties are produced from changes to
the geography and technology of Hollywood cinema. The twenty-first century
version of the Hollywood film business looks very different than previous periods
of its history. The Hollywood of 2020 is global, has adapted to digital technology
and the Internet, and creates intellectual property for media conglomerates.
Movie consumption has also been re-invented with digital media, cellphones and
other portable devices. What can an analysis of the Hollywood film business
say about these present-day facts?

This book will not ignore novel characteristics of contemporary Hollywood,
but there are empirical limitations to studying them. Table 1.1 summarizes my
collection of data by subject type and scale. Two columns indicate if enough
data is available to make long time-series (~10 years or more) or if data is
broken down by national source (e.g., domestic versus international revenues).
When accounting for what is readily available, the reader should not be sur-
prised to see my analysis focus on (a) the United States film market (which
can include Canada in some datasets) and (b) the revenues of Hollywood films
in the theatrical market. When data is available or when a qualitative argu-
ment is suitable, this book will address relevant topics, such as the risks of
piracy in online streaming, or Hollywood’s global reach in the twenty-first cen-
tury. But data-driven arguments are beholden to what is available in databases.
Furthermore, the reader will see how the theatrical market has not diminished
in importance, notwithstanding technological changes to film distribution and
consumption.
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Table 1.1: Summary of availability and granularity of data on Holly-

wood
Long
time-series Breakdown: inside
Level Data available? and outside U.S.
Regional Consumer * g
Financial % %

. Consumer % %
National Financial % %
Corporate Revenues *

Income *

Theatrical % %
Platform Video / DVD

Digital

Theatrical Sales %k %
Film Non-Theatrical Sales

Profits

Budget %k

1.5 On the usage of firm names and Major Filmed
Entertainment

This book describes and analyzes the capital accumulation of what will be called
Major Filmed Entertainment. This category comprises the six major studios in
Hollywood: Columbia, Disney, Paramount, Twentieth Century-Fox, Universal
and Warner Bros.. Many of these studios were key players in Hollywood’s
“studio era” and they have dominated American film distribution since 1950.
Some distributors that are excluded from this list, such as United Artists, MGM
or Lionsgate, are occasionally competitive with the six studios above; and with
its initiation into the Motion Picture Association in 2019, Netflix is currently a
legitimate member of Hollywood’s oligopoly. However, the six studios in Major
Filmed Entertainment have been dominant for decades, and the analyses of risk
reduction and differential accumulation operate on this time scale. For present-
day readers that are curious about Netlfix, I can say that I am just as curious.
Some of my plans for future research are presented in this book’s conclusion.
Some film historians will disapprove of me abstracting up, rather than go-
ing down into the finer details of corporate history. However, I patiently ask
the reader to consider the difference between the presentation of a concept like
Major Filmed Entertainment and the detailed research that prepared the con-
cept for written argument. The construction of Major Filmed Entertainment
involved research that included film history and theory, as well as firm-level
research of annual reports and SEC filings. Small pieces of this research are not
always presented individually. Rather, details are often re-combined as sector
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averages and trends, as my interest is in identifying and understanding how the
oligopoly that lives at the centre of Hollywood successfully accumulates capital.
Moreover, we have to collectively recognize that the Hollywood film business is
often presented with some level of abstraction. In reality, companies are legal
entities and it is difficult for their names to signify entire networks of employees,
subsidiaries, consultants, contracts, investors and beneficiaries. General state-
ments like “Columbia makes and distributes neo-noir films” also hide the details
of production, the contracts involved and the people therein.

Figure 1.1 is a visualization of how I am conceptualizing Major Filmed Enter-
tainment. The top two levels signify where conceptual abstractions occur. The
bottom level excludes the conglomerate parents for a simpler visualization, but
presents samples of the empirical reality I researched: companies and business
divisions that comprise what we commonly imagine to be “major Hollywood
studios”.



Major Filmed Entertainment

$3o00¢

Columbia Pictures
Tri-star
Sony Pictures

Walt Disney Studios || 20th Century Fox || Paramount Pictures Universal Pictures
Walt Disney Pictures Fox Searchlight Paramount Players Focus Features
Marvel Studios DreamWorks Pictures || DreamWorks Pictures
Pixar Amblin Partners

Warner Bros. Pictures
New Line Cinema
DC Films

Figure 1.1: Conceptualizing Major Filmed Entertainment

Note: Disney acquired 20th Century Fox studios and its related intellectual
property near the end of 2018. These filmed entertainment assets were previously
owned by Rupert Murdoch’s News Corporation. Fox News and related operations
are still owned by Murdoch. Prior to the sale to Disney, Fox filmed entertainment
operations were spun-off into a separate company, 21st Century Fox.
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Chapter 2

The economics-politics
separation and Marxism

2.1 Introduction

In both academic theory and public opinion, there is an inclination to think
that material production has its own distinct place in capitalism: in the sphere
of economics. Our subjective experiences often fuel this inclination. For ex-
ample, economics often appears to be a definite circuit of activity that is de-
fined by space: factories and offices are distinguishable from residences, schools,
churches, army bases and government ministries, and goods are exchanged in a
place that is neither familial nor governmental. Hegel, for instance, described
“civil society” as a place where individuals negotiated their needs in relation to
the “work and satisfaction of the needs of all the others” (Hegel, 2005a, §188).
Hegel’s description of civil society was influenced by Adam Smith’s concept of
the market. Smith saw the extent of the market being able to solve the problems
of individuals trying to meet their own needs through exchange. Each object
brought to market had specific, limited utility—like a pair of shoes, or a hunt-
ing bow—but the market could mediate an individual’s needs and create social
relationships based on supply and demand (A. Smith, 1991, pp.15-19).

Beneath such descriptions of the market and the places of material produc-
tion is a deeper assumption about the composition of capitalist society. Dif-
ferent theories of capitalism, each with its own intentions, assume economics is
separate from politics. Caporaso and Levine explain how one can even unin-
tentionally affirm this separation: “When we speak of the economy, we already
assume the existence of a separate entity: ... a distinct set of relations between
persons not in essence political or familial” (Caporaso & Levine, 1992, p. 28).
But can we really speak of the economy? Should theory try to isolate economic
relations from other social relations?

Neo-classical and Marxist approaches would disagree on many other aspects
of capitalist society, but their respective concepts of capital both produce an

25
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analytical distinction between political power and economic production. Polit-
ical power creates and institutes laws, norms and social values on the basis of
institutional authority. This authority can take different forms—the authority of
a king or queen can be “sanctioned” by divine right, but it is also theoretically
possible for laws and norms to be instituted on the authority of the demos. Re-
gardless, the exercise of power is identifiable because, as Hobbes noted, if there
is authority, there is an author. Political power, whether it represents the inter-
ests of the commonwealth or not, is “done by Authority, done by Commission,
or Licence from him whose right it is” (Hobbes, 1985, p. 218).

Economics appears to be analytically different in this regard because “no-
body” is the author of market activity. Governments still impose rules and
regulations through command, but somehow, when market activity is itself the
object of study, it seems that capitalist economics is in the “grip of subter-
ranean forces that have a life of their own” (Heilbroner, 1992, p. 18). From
this perspective, power and authority are denoted as non-economic entities that
affect competitive market activity from the outside. And in the competitive
market proper, commodities are said to be produced and sold at prices that
neither buyers nor sellers author. The motions of a capitalist economy are, un-
like the motions of politics, said to be governed by laws of equilibrium, material
conditions and the measures of input, output and productivity.

Nitzan and Bichler (2009) argue that the economics-politics separation, as it
is commonly understood, needs to be thoroughly reconsidered. It is commonly
assumed that capital is an economic magnitude that is rooted in material pro-
duction. Consequently, value is defined as a measure of material productivity
(utility or socially necessary abstract labour time), and political power can only
ever distort economic activity (neo-classical economics) or assist, support or
condition the mode of production (Marxism). According to Nitzan and Bich-
ler, dividing economics and politics with a definition of material productivity is
where the problem lies. If a given concept of capital privileges material produc-
tivity, the resulting theoretical framework is ill equipped to explain a capitalist
historical reality in which the so-called economic sphere is itself a composite of
power processes. In fact, the explanation becomes burdened with logical fallacies
and empirical obstacles.

Aside from a few comparative references to neo-classical economics, this
chapter focuses on Marxist political economy. Focusing almost all of our atten-
tion on Marxism is justifiable. As Nitzan and Bichler note, Marx was “concerned
with social power writ large. For Marx the question is how production and ex-
ploitation, organized through the process of accumulation, dictate the totality
of human relations in capitalism ...” (Bichler & Nitzan, 2012, p. 8). Unlike neo-
classical approaches that try to ignore the effects of power on society, Marxism
argues that social power is a necessary condition for the class structure of capi-
talism to function in spite of its contradictions. Whether expressed through the
political power of the state, the ideology of the media or the subject formation
of the modern individual, power is a key factor in the social reproduction of
capitalist society. Power is also expressed in the struggle over the terms of the
labour-capital relationship, which includes the wage rate and the length of the
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working day.

Yet methodological problems still appear within Marxism because its theory
must explain the causes for quantitative magnitudes within capitalist society—
why, for example, a labourer is paid $12 per hour, a pair of shoes sells for $100,
or why IBM’s net income in 2010 was almost $15 billion. Marxism’s quantita-
tive mode of analysis is based on a commitment that, fundamentally, economics
and politics are separable. If capitalism is, in essence, a mode of production,
and if the circuit of capital is, beyond the appearances of price, rooted in labour
values, a delineated economic sphere must exist. Otherwise, there is no logical
reason why prices and profit should reflect material productivity, ever, or at all.
Ignoring for the moment the empirical dilemmas of measuring socially neces-
sary abstract labour time and applying the labour theory of value to business
sectors like culture, a Marxist theory of capitalist accumulation needs analytical
boundaries between productive economic processes and everything else. Other-
wise, it becomes unclear why the difference between production prices and profit
is, essentially, the difference between “the value paid by the capitalist for the
labour-power” (Marx, 1990, p. 302) and the exchange value of the commodity.

This chapter analyses the problem of the economics-politics separation within
the writings of Neumann, Pollock and Marcuse. These three members of the
Frankfurt School are important for our purpose because their political economic
ideas, which are sometimes fragmentary, reside in the grey areas of Marx-
ism. While the Frankfurt School never intended to overcome Marxism entirely,
its members reconsidered the assumptions of Marxist political economy from
within. Wanting to answer questions about the essence of capital accumula-
tion in advanced capitalism, the Frankfurt School begin to outline a political
economic process of power.

There are numerous reasons to redefine capital in light of the ability to
accumulate through power. Social power is everywhere in what Marcuse calls
“advanced capitalism”: mass culture influences psychology, desire and social
behaviour; technological infrastructure and the scientific worldview require their
own forms of instrumental rationality; and, perhaps most importantly for a
concept of capital accumulation, giant firms have power over small firms and
society at large. Thus, we will see how Pollock, Neumann and Marcuse each
erase, ignore or modify the politics-economics relationship when it obscures
the role of power in capital accumulation. Gone is the idea that cultural and
political processes only ever support or assist what is, in the last instance, an
economic system rooted in material productivity. Rather, monopolization and
the structure of the modern corporation, for example, indicated to them that
institutional power was no longer on the margins of market activity.

The effects of this re-thinking can be significant, but these three writers also
never made it their goal to fully replace Marxism with an alternative politi-
cal economic theory. As a consequence, literature tends to situate the Frank-
furt School’s political economic ideas within the internal evolution of Marxist
thought. However, we can take a different perspective on the Frankfurt School’s
movements within Marxism’s theoretical worldview. The Frankfurt School are
key examples of Marxist thought rejuvenating dialectical thinking after “classi-
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cal” Marxism, yet this interest in capital accumulation as a power process would,
if followed through, be much more explosive than expected: it would erase the
need to create a concept of capital with a primary separation of politics and
economics.

This perspective on the Frankfurt School will refer to Marxist the concept of
totality, which is a concept that is associated with Western Marxism. Beginning
with the writing of Georg Lukacs, the idea of a social totality was key to su-
perseding the base-superstructure models of early twentieth-century Marxism.
However, the desire to think of capitalist society holistically has methodological
problems when the desire is borne within Marxism. It is the Marxist concept of
capital that is creating a fundamental split between its political and economic
categories. Historical materialism can reject the base-superstructure model, but
its more holistic versions must still retain well-defined ideas of what is and is
not economic exploitation. In other words, the conceptual tool that describes
the mode of production and the accumulation of surplus value is dialectical only
up to a point. Dialectical mediation, which remains an important methodolog-
ical principle for both the Frankfurt School and Marxism, is arrested by the
necessity to keep any critical insights about the role of power in advanced cap-
italism from transforming the Marxist concept of capital into something else.
As Lukacs saw in his own writings, the eventual cost of a holistic method is
Marxism losing the “center” of its system (Jay, 1984, p. 85).

2.2 Economics-Politics and the Definition of Cap
ital

The conceptual boundaries of any academic discipline influence the scope and
methods of its research. In the case of political economy, the range of analysis
is categorized, weighed and interpreted according to the method through which
it understands the connection between politics and economics.

Based on the assumption that politics and economics are separate, most the-
orists tend to explain capitalism with dualist methodologies that have two sets of
categories: one set for capital (economics) and another for ideology, power and
authority (politics) (Nitzan & Bichler, 2000, 2009). A simple but relevant exam-
ple is found in the measurement of GDP. Notwithstanding the more technical
debate about whether GDP is even a relevant measure of a country’s prosperity
(Stiglitz, Sen, & Fitoussi, 2009), GDP only counts some social activity on the
fundamental assumption that activity in the economy produces wealth, while
political activity cannot. For instance, government transfer payments—e.g., wel-
fare, social security and subsidies—have great effects on society because they
redistribute income (by authority of the state), but they are not counted in
measurements of GDP. If economics is about the production of wealth, politi-
cal exercises like transfer payments can only shape, support, influence, bend or
distort the economy from the “outside”.

For many thinkers, the separation that delimits economic activity is what
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distinguishes capitalism from pre-capitalist societies. There is common agree-
ment that, to understand material production in pre-capitalist societies, one
cannot winnow out politics. Before capitalism, the economy was visibly politi-
cal; the meaning of material production was defined in relation to the institution
of a political order. We can certainly look at a past society and distinguish work
and its details from other activities, such as leisurely dialogue or religious prayer.
Past social hierarchies also reveal how unproductive rulers separated themselves
from the mass of labourers who toiled and got their hands dirty. Nevertheless,
many theorists find no point in drawing a circle around economic activity in pre-
capitalist societies because the relations of production, exchange, distribution
and consumption were not autonomous. Rulers and social institutions actively
determined the form, means and ends of economic activity; material production
could help actualize the good life or it could fuel war, territorial expansion and
crusades against foreign peoples; and who worked, how they worked and what
they were working for was affected by myth, tradition and custom, as well as
by a ruling authority, be it democratic or autocratic.

The Sumerian debt system, for instance, was largely the prerogative of state
rulers. Their decrees about the terms of debt and the interest rate had more
to do with religious sanction and mathematical simplicity than profit and pro-
ductivity rates (Hudson, 2000). Through systems of absolute power, the rulers
of Ancient Egypt controlled the social division labour in order to build grand
public works and monuments like the pyramids, which celebrated “the cult of
Divine Kingship” (Mumford, 1970, p. 29). Could we understand the building
of pyramids without an idea of how this excessive and wasteful expenditure of
human energy was politically sanctioned? It would be silly to shear politics and
explain the existence of ancient pyramids from a “purely” economic standpoint.
In fact, Bataille shows us how the reduction of symbolic power to economic
laws unveils the absurdity of Keynes’ suggestion for economic recovery: “the
pyramid is a monumental mistake; one might just as well dig an enormous hole,
then refill it and pack the ground” (Bataille, 1991, p. 199).

Some theorists seek to identify instrumental systems of behaviour in pre-
capitalist production and exchange. To the modern academic, the means and
ends of production and exchange is the territory of the economist; yet the func-
tional logics of pre-capitalist economic systems—e.g., how much to produce, how
much to exchange, what is “fair” trade—are theorized with cultural and political
categories. In his study of feudal societies, Moore (1993) argues that a “folk
conception of justice” can create a historical equilibrium in the relationship be-
tween lord and peasant. This conception of justice is not the same across all
feudal systems, but a social belief about what makes a lord “fair” can prevent
peasants from revolting at every small change to a lord’s exaction (Moore, 1993,
p. 471). From a comparison of different societies, Polanyi arrived at a similar
conclusion about the drives of pre-capitalist economic behaviour: “Custom and
law, magic and religion cooperated in inducing the individual to comply with
rules of behaviour which, eventually, ensured his functioning in the economic
system” (Polanyi, 2001, p. 57). As Weber argues, pre-capitalist economic be-
haviour never approximates the cold formal rationality of economic calculation
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in capitalism. Too much of pre-capitalist behaviour was entangled with and
limited by cultural, religious and political traditions (Weber, 2002, p. xxxi).

What then is different or “special” about capitalist societies? Often, in the
interest of affirming what is novel about the economics-politics relation in the
capitalist universe, theorists tend to treat commodity production and exchange
as a distinct domain of market economics. For instance, the capitalist economy
is sometimes understood to be its own “thing” because people now behave and
act according to a behavioural principle that originates in the market itself.
According to Polanyi, the capitalist pursuit of gain for the sake of gain is char-
acterized, first and foremost, as an economic motive that requires no “extra”
reference to “social standing ... social claims ... or social assets” (Polanyi, 2001,
p. 48). Seen as a distinct domain, the capitalist economy demands special-
ized theoretical categories and sets of tools to understand such phenomena as
capitalist investment, wage labour and the value of production. Some theorists
even treat economic categories as exceptional social categories, as it is assumed
that capitalist economics has determinable laws of motion, much like natural
phenomena. Marx, for example, stated that the capitalist economic system is
not only the key to explaining its class structure, but also that this system can,
unlike our “legal, political, religious, or philosophic” systems, “be determined
with the precision of natural science ...” (Marx, 1999, p, 21).

Philosophers, historians, political scientists and economists do not make a
cut between economics and politics in the same place. Additionally, what hap-
pens after the cut is impacted by one’s theoretical worldview. Yet a dualism
in political economy is produced by the belief that a cut between economics
and politics is necessary for the study of capitalism. By variations of degree
and style, the socio-political concepts of tradition, myth, command and power
are marginalized by a fundamental idea of there being something they cannot
explain: the mechanisms and processes of the capitalist economy, which has its
own eidos, arche and telos.

The marked shift in perspective regarding capitalist societies produces a
new form of dualism, one that assumes that the immanent laws of politics and
economics are each understandable in isolation. Nowhere is this dualism more
celebrated than in neo-classical economics. As Bichler and Nitzan explain, the
existence of power politics can disturb capitalism’s economic system, but, for
the neo-classical economist, the presence of power in the world never alters the
basic meaning of capital:

According to the neoclassicists, capital is the utilitarian manifesta-
tion of multiple individual wills, expressed freely through the market
and incarnated in an objective productive quantum. As a volun-
tary, material substance, capital itself is orthogonal-and therefore
impermeable-to power politics, by definition. (Nitzan & Bichler,
2009, p. 27)

Mancur Olson, for instance, goes to great lengths to list contemporary forms of
what he calls “distributional coalitions”-rigid organizations that use power to
protect their specific interests against the collective good (Olson, 1982). Olson
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finds that, like the Indian caste system or the British class structure, modern
institutions like the Organization of the Petroleum Exporting Countries, labour
unions, lobbying organizations and professional associations use their size and
complexity to control the distribution of material and intellectual resources.
However, Olson also assumes that the institutional power of distributional coali-
tions, no matter how large, complex or ubiquitous, can never change the cate-
gories we should use to understand economic activity. Distributional coalitions
can accumulate “power and income”, but they can only depress the economy,
which, for Olson, is still analytically separable. According to the neo-classical
definition, economic activity is only about growth and productivity.

What about Marxism? By having different social and political interests than
neo-classical economics, Marxist political economy takes a different approach to
the politics-economics relationship. Marxism’s curiosities about the capitalist
mode of production and the accumulation of capital are intimately connected to
a political theory of liberation, whereby those outside the capitalist class have
a real interest in overcoming the contradictions of capitalism. Marxism’s theo-
retical foundations also precede the neo-classical movement, which first began
in 1870s. Along with Adam Smith and David Ricardo, Marx was a major figure
in the classical tradition in political economy. These intellectual roots prevent

Marxist studies from keeping economics “pure”.!

It is noticeable that Marxism mixes economics and politics with enthusiasm.
For instance, the economics-politics relationship is key to understanding how the
historical development of the capitalist mode of production has been contempo-
raneous with liberalism, fascism, imperialism, colonialism, post-colonialism and
neo-liberalism. Furthermore, Marx had great insight on social power because he
understood that political force, e.g., state intervention, balanced the otherwise
unstable contradictions of production and accumulation. As Habermas notes,
Marx disagreed with liberal claims of a power-free marketplace: hierarchical
power must be present lest a class society quickly collapse from its inequalities,
injustices and other irrationalities (Habermas, 1991, p. 122).

But regardless of how complex its analysis becomes, Marxism needs to keep
its two main ingredients, economics and politics, separate. Because of the way
in which capital is defined in Marxism, political processes must recede to the
background when it is time to explain, in technical detail, what is directly
responsible for the production of value (Nitzan & Bichler, 2000). Power, law,
violence, education, repression, ideology and other such mechanisms are still
important to Marxism’s theory of class societies, but on questions of economic
value, these social phenomenon support another set, those that exploit human
labour’s singular capacity to create value. Thus, the Marxist concept of capital
always necessitates, at key points, exclusive tasks for its economic categories.
Only economic categories are used to explain the technological composition
of material production, the productivity of labour and the effect of socially
necessary abstract labour time on the exchange values of commodities.

Bichler and Nitzan, who are cited above, are not forgetting the dialectical
methods of Marx (Nitzan & Bichler, 2000). Capital, for Marx, is a complex, his-
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torical social relationship, and the complexity and historicity of that relationship
make it impossible to reduce capital to a simple thing. For example, the Marxist
concept of capital references, in its own definition, other concepts like primitive
accumulation, expanded accumulation, capitalists, workers, labour, technology,
commodity, value, money, price and surplus (Ollman, 2003, p. 14). Yet this
dialectical mediation of concepts cannot go so far as to cause the labour theory
of value to lose its relevance. In other words, the theory that describes the ac-
cumulation of surplus value is dialectical only up to a point. Political concepts
such as power and ideology cannot qualitatively transform the Marxist theory
of value, lest it be suggested that the exploitation of labour is secondary or
inessential to accumulation.

Some of what has been said above is not problematic in the abstract. In fact,
as long as the economics-politics split is treated as a reasonable idea for political
economic theories of capitalism, one might infer that nothing yet has been said
about the consistency or inner-workings of Marxism’s theoretical model. How-
ever, severe problems with the measurement of capital become visible when we
start think more about using Marxism’s methods to studying a capitalist real-
ity. Even if we assume that the labour theory of value is logically consistent and
can function as a theoretical model without fallacies, the historical development
of capitalism can put the attention back on the theory’s deepest assumptions
about what is primary or essential about capital accumulation.

For example, the Frankfurt School’s methods and study of modern society in
the twenty-first century led them to re-think the nature of capital accumulation.
Following lines of research on power and repression in capitalism, the Frankfurt
School would push their arguments to points where it was no longer clear that
socially necessary abstract labour time was the economic substance that “gives
commodities their value and makes them commensurate” (Nitzan & Bichler,
2009, p. 88).

2.3 The Frankfurt School and the Historical De-
velopment of Capitalism

At the end of the first volume of Capital, Marx reminds the reader of where the
class struggle is heading, should “the immanent laws of capitalist production”
keep their grip on both the capitalists who own the means of production and
the wage labourers who have nothing to sell but their labour power:

Along with the constant decrease in the number of capitalist mag-
nates, who usurp and monopolize all the advantages of this process
of transformation, the mass of misery, oppression, slavery, degra-
dation and exploitation grows; but with this there also grows the
revolt of the working class, a class constantly increasing in numbers,
and trained, united and organized by the very mechanism of the
capitalist process of production. (Marx, 1990, p. 929)
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On the same page, Marx also emphasizes how “capitalist production begets,
with the inexorability of a natural process, its own negation”. These prophetic
words acquired a different meaning after Marx’s death. They began to function
as painful reminders that Marxism needed to explain why the capitalist system
kept postponing its own negation.

In spite of significant crises such as the First World War, inflation in the
1920s and the Great Depression in the 1930s, the general actions of the European
proletariat in the early twentieth century did not confirm Marx’s theory of
capitalist crisis. To the surprise of Marxist intellectuals living through the first
decades of the twentieth century, workers all over Europe were, in fact, going
in the “wrong” direction. Rather than being a great moment of historical self-
consciousness in which the proletariat recognized how “the centralization of the
means of production and the socialization of labour [had reached] a point at
which they become incompatible with their capitalist integument” (Marx, 1990,
p- 929), Europe in the 1920s and 1930s was characterized by worker apathy,
social democracy and, most disturbingly, fascism.

As a consequence of these historical developments, a new intellectual move-
ment percolated within Marxism. Various European thinkers, while still sym-
pathetic to Marxism’s political goals, openly reinterpreted the Marxist method
of social theory. Georg Lukacs’s History and Class Consciousness, for exam-
ple, was one of the first texts to explicitly present a Marxism-for-the-twentieth-
century. According to Lukacs, ideology and the related issues of subjectivity and
class-consciousness were now too important to have marginal places in Marxist
theory. He also felt that some of his contemporaries, like Otto Bauer, were
missing the point when they argued that Marxist economics simply needed to
be “brought up to date”. Classical Marxist economics was not only blind to
the “ultimate fate of capitalism as a whole” (Lukacs, 1968, p. 31), its methods
also betrayed its “inability to understand either the connections of the so-called
‘ideological’ forms of society and their economic base or the economy itself as a
totality and as social reality” (Lukacs, 1968, p. 34).

The Marxism of Lukacs gave credence to the methods of the Frankfurt
School. Reductionist versions of Marxism, thanks to Lukacs’s interrogations,
did not need to be defended when one rethought the relations between theory
and practice. Indeed, the obstacles to revolutionary leftism in early twentieth-
century Europe suggested that Marxism take a new approach: abandon clas-
sical Marxism and reconsider the essence of historical materialism. Events of
the twentieth century gave, according to Marcuse, “a new import to many de-
mands and indices of [historical materialism], whose changed function accords
in a more intensive sense the character of ‘critical theory’” (Marcuse, 1968e, p.
142).

The Frankfurt School’s development of critical theory sought to explore new
ways to understand the totalizing nature of contemporary social domination
(Marcuse, 1968e, p. 158). In this theoretical development, we find, among
other things, the Frankfurt School’s contributions to political economy. Given
space limitations, only the contributions of Pollock, Neumann and Marcuse will
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be presented in this section.?These three thinkers developed political economic
concepts, such as “state capitalism” and “Totalitarian Monopoly Capitalism”,
and they attempted to account for the modern corporation and the rise of au-
tomation in industrial production. Their analyses were premised on the principle
that a historically-grounded dialectic was the only way for critical theory to be
both negative and emancipatory.

In my view, the writings of the Pollock, Neumann and Marcuse illustrate
why the economics-politics separation needs to be thoroughly reconsidered and
the concept of capital re-conceptualized. The political economic insights of
the Frankfurt School are, essentially, observations that the theoretical picture
of Marxist economics was not matching contemporary reality. Thus, Pollock,
Neumann and Marcuse all began to respectively re-frame capital accumulation
according to how they understood the roles of command, authority and domi-
nation in advanced capitalism. Yet their observations also do not lead to a full
reconsideration of Marxism’s key economic assumption that value is rooted in
labour time. They pushed against economic assumptions, but only to a point
where their following hypotheses were incompatible with the Marxist concept
of capital:

1. economic laws do not force modern firms to compete for profit on terms
of productivity;

2. that it is doubtful that there is a link between material production and
prices;

3. that a concept of capital cannot automatically privilege production over
power.

As Kellner notes in his intellectual history of the Frankfurt School, the
school’s complicated relationship with classical Marxism is the consequence of
its thinkers attempting to strengthen, rather than weaken, historical material-
ism (Kellner, 1989, p. 70). Nevertheless, the writings of the Frankfurt School’s
first generation are now in the hands of its interpreters, who tend to inter-
pret the political economy of writers like Pollock and Neumann with the same
“domestic” goal: to support one’s understanding of how the politics-economics
relationship should function within a Marxist framework. To the best of my
knowledge, no one considers an alternative: using the Frankfurt School as a
platform to think about a non-Marxist, yet critical, political economy of capital
accumulation. Let us consider this alternative.

As we will see in our analysis of Pollock, Neumann and Marcuse, the very
historical development of capitalism challenges the theoretical primacy of labour
time in the valorization and accumulation of surplus value. In fact, the Frankfurt
School pushes us to see how the Marxist labour theory of value obscures our
understanding of capital accumulation in contemporary times. We now live in
a world where modern firms (a) erase the distinction between economic and
political activity, and (b) acquire the power to accumulate capital in ways that
are not primarily about material productivity: law, ideology, price control, etc.
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Additionally, there is a difference between restating how economic and polit-
ical categories work within Marxism and re-conceptualizing a theory of capital
in light of the capitalist ability to accumulate through power. This difference is
not one of dialectics per se, but of the Marxist distinction between economic val-
orization and political power. Holistic forms of Marxist theory certainly mix the
two with enthusiasm—it has to do so in order to explain the social reproduction
of the capitalist system. Yet economics must still be isolated in this theoretical
mixture, lest a multi-dimensional picture of capitalist society undermine the key
assumption that one specific social activity, labour, is the source of value.

2.3.1 Pollock on Political Power and State Capitalism

Writing just after another member of the Institut fir Sozialforschung, Henryk
Grossman, had argued that classical Marxist economics was just fine-a claim
that seemed to have been vindicated by the Wall Street Crash of 1929-Pollock’s
perspective in 1941 was unusual by comparison (Kellner, 1989, p. 57). Since the
early 1930s, argued Pollock, capitalism had found ways to solve its own crises.
The concentration of ownership and the size of large-scale production trans-
formed capitalist societies into “planned economies”. Consequently, in order to
theorize how a “new set of rules” had replaced “the methods of the market”, a
critical theorist needs to make a conceptual shift (Pollock, 2005, p. 75). Pollock
suggested that we use the concept of “state capitalism”. Market activity still
existed, just as production and distribution were still theoretically relevant, but
old assumptions about their specifically economic essence had to be jettisoned:

During the non-monopolistic phase of private capitalism, the capi-
talist (whether an individual or a group of shareholders represented
by its manager) had power over his property within the limits of the
market laws. Under state capitalism, this power has been transferred
to the government which is still limited by certain “natural” restric-
tions but free from the tyranny of an uncontrolled market. The
replacement of the economic means by political means as the last
guarantee for the reproduction of economic life, changes the char-
acter of the whole historic period. It signifies the transition from
a predominantly economic to an essentially political era. (Pollock,
2005, p. 77)

Economic problems were now “problems of administration”, and political con-
cepts, like power, could be used to explain the control of production and distri-
bution.

Members of the Frankfurt School reacted in different ways to Pollock’s polit-
ical economic theory of state capitalism (Horkheimer, 2005a; Neumann, 1942).
Neumann, for example, disagreed with Pollock’s distinction between economics
and politics. A social formation in which “the new economy is ... one without
economics”, “the profit motive is supplanted by the power motive”, and “force,
not economic law, is the prime mover of this society” is “no longer capitalis-
tic” (Neumann, 1942, pp. 182-183). If politics has supplanted economics, a
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state could be called “a slave state or a managerial dictatorship or a system of
bureaucratic collectivism—that is, it must be described in political and not in
economic categories” (Neumann, 1942, p. 183).

The disagreement between Pollock and Neumann was rooted in the assump-
tion that economics and politics begin as separate domains. If economics and
politics are separate and the latter sphere has conquered the former, a new
political ruling class must also have superseded the class of private capitalists,
whose habitat was the economy. Thus, in Neumann’s eyes, Pollock’s shift to
the political suggested that we now needed to focus on a new group of elites:
“industrial managers, party bureaucrats, high-ranking civil servants, and army
officers” (Neumann, 1942, p. 182). This new focus concerned Neumann because
it appeared to keep capitalism’s primary instinct, the drive to accumulate, out
of sight.

But it seems that Neumann misread Pollock’s intentions. Pollock argued he
was still looking at a capitalist system. The term “state capitalism” simply tells
us where Pollock thought power lay in the capitalist societies of the 1920s and
1930s. Moreover, power was still capitalist in form: “.. profit interests still play
an important role” and the political economic system being described is “not
socialism” (Pollock, 2005, p. 72). In fact, Pollock’s seemingly unorthodox con-
flation of profit and power produced two important insights about the character
of capitalist societies since the early twentieth century.

First, Pollock wanted us to think about the control of production and dis-
tribution (much like the writings of Thorstein Veblen, which will be given more
attention in Chapter 4). Concentration of ownership and the role of the state
have changed the political economic environment: output is planned and prices
are administered through political power (Pollock, 2005, p. 76). Second, and
most importantly, the exercise of control over production and distribution is still
understood and applied in the language of business enterprise. In capitalism,
the power to “define the needs of society”, allocate resources, “coordinate and
control ... all productive resources”, and “distribute the social profit” is now
very much a matter of how monopolies secure “monopoly profits at the expense
of the non-monopolistic market prices” (Pollock, 2005, pp. 74-76). Thus, in
the furnace of “modern giant enterprises”, the once separate logics of the en-
trepreneur, the financier and the government bureaucrat have become a single
alloy whose purpose is to seek profit on the wings of administered prices:

Specific means of control include modern statistical and account-
ing methods, regular reporting of all changes in plant and supply,
systematic training of workers for future requirements, rationaliza-
tion of all technical and administrative processes and all the other
devices developed in the huge modern enterprises and cartels. In
addition to these traditional methods which have superseded the oc-
cult entrepreneurial art of guessing correctly what the future market
demand will be, the state acquires the additional controlling power
implied in complete command over money and credit. (Pollock,
2005, p. 79)
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2.3.2 Neumann on Totalitarian Monopoly Capitalism

Interestingly, both Pollock and Neumann tried to overcome the same analytical
problem. When no longer grappling with “politics” and “economics” in the ab-
stract, Neumann was much closer to Pollock’s position than he would have been
willing to admit. Neumann did not like what “state capitalism” implied, and he
also thought that Pollock simply supplanted the profit motive with the power
motive. But the progressive concentration of ownership compelled Neumann,
like Pollock, to reinterpret the relationship between capital accumulation and
power.

Neumann’s political economic study of Nazi Germany, Behemoth, has its own
term to describe capitalist power: “Totalitarian Monopoly Capitalism”. This
term explains the heart of Nazi Germany’s business structure. It also denotes
changes in the politics-economics relationship. Nazi Germany was an example
of how a modern capitalist society could be both “a monopolistic economy” and
“a command economy” (Neumann, 1942, p. 214).

For Neumann, the study of capitalist power enables us to see real differ-
ences between different types of property ownership. “In our language”, writes
Neumann, “domination over means of consumption and over means production
is called by the same name: ‘property’” (Neumann, 1942, p. 210). However,
describing the power of individuals and the power of business enterprises with
the same term is a “legal mask”. The size of massive industrial infrastructure
and joint-stock companies have created qualitative differences between capital-
ist power and consumer power. Power over industrial capacity has shattered the
classical economic assumption that “a large number of entrepreneurs of about
equal strength” can do nothing but “compete with each other on the basis of
freedom of contract and freedom of trade”. Rather, the size and scope of con-
temporary industry gives its elite group of owners power over others: “power
over workers, power over consumers, power over the state” (Neumann, 1942, p.
210).

In contradistinction to Pollock, Neumann still wanted to hold on to “eco-
nomics” as an independent idea. However, the rich historical details in Behe-
moth demonstrate that he was rethinking the meaning of “economics” in light of
historical developments in ownership and the size of modern institutions. There
are too many details to cover here, but we can provide three examples that show
that Neumann understood that capital accumulation was now rooted in power.

First, prices no longer find market equilibrium because they no longer float
in a “power-free” environment.?Only in “a purely competitive economy”, where
firms are of roughly equal size and the concentration of ownership is low, will
“prices crystallize as a result of supply and demand” (Neumann, 1942, p. 255).
When this competitive environment does not exist, one must, according to Neu-
mann, develop a theory of price control.

Here, on the topic of price control, Neumann’s misinterpretation of Pollock’s
framework has a beneficial result. Pollock’s concept of state capitalism, in Neu-
mann’s eyes, suggested that prices are now administered by the state. Thinking
that Pollock was unaware of other types of price control, Neumann studied the
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opportunities for large firms to set prices on the basis of their “strength”. Neu-
mann’s interest in pricing through strength bears similarities to the theory of
Michal Kalecki, who argued that giant corporations fix prices at levels higher
than marginal cost. These higher levels are, according to Kalecki, indicative of
a firm’s “degree of monopoly” (Kalecki, 1971).

For Neumann, pricing through monopoly power unravels the theoretical re-
lationship between price and production:

The slightest check on competition—either as a result of a natural
shortage in the supply of elements of production or of an artificial
regulation of supply or demand in any particular sphere—must dis-
rupt the system of functional equations that constitutes the “price
level”, and must prevent the proportions of production from directly
following the price equations as well as preventing the price equa-
tions from exactly reflecting the proportions of production. This is
the case both when monopolies bar competition in particular fields
and when centralized controls are established to “stabilize” any set
of given correlations of several elements of production or even of all
of them. (Neumann, 1942, p. 255)

The distinction between “natural” supply and “artificial” shortages suggests
that, beneath it all, Neumann still assumed that power “distorts” true economic
value. However, Neumann tried to incorporate historical development into his
theory of capitalism, such as the systematic application of price control and the
existence of an un-competitive market. In this state of affairs, finding “pure”
economic value from nominal prices was less of a theoretical concern. The much
more important task was to learn what giant corporations were able to achieve
in society with their degree of monopoly.

This takes us to our second example: the increase in size of a corporation
is not exactly about making gains in efficiency, or what is sometimes called
“economies of scale”. Firms with large amounts of retained earnings—net profits
that are not distributed as dividends—have the ability to expand or acquire
industrial infrastructure. But, as Neumann notes, a reserve of undistributed
profits is “not merely used for plant expansion and for an increase in stock ....”
It can also be “utilized for the extension of power of the monopolies over other
enterprises” (Neumann, 1942, p. 264).

For Neumann, this particular phenomenon of giant firms acquiring smaller
firms to extend their monopoly power rather than to become more efficient re-
vealed the fallacy of Nazi ideology. The anti-capitalist views of the Nazi party
“always exempted productive capital” according to a distinction between pro-
ductivity (industrial firms) and predation (banks). This distinction proved to
be fallacious when so-called industrial firms acted like banks—they could be just
as predatory with their undistributed profits (Neumann, 1942, p. 263). Neu-
mann’s descriptions of predation are interesting to us because they are attached
to his theory of price control. If a giant corporation can set prices on the basis
of its strength, the acquisition of other firms can extend or even increase the
ability to price through fiat. Indeed, the institutional power behind the setting
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of prices forces us to fundamentally reconsider why a firm is of a certain size in
advanced capitalism (Nitzan, 2001; Nitzan & Bichler, 2009).

Third, Neumann found that the big firms of modern business do not per-
ceive legislative and judicial acts to be extra-economic factors in the pursuit of
profit. Rather, legal and political measures are essential to monopoly profits
because they keep market competition depressed. Competition is never fully
extinguished, and it is rare for monopolization in a sector to be perfect. Yet
Neumann understood that capitalism’s biggest players are not simply seeking
material and technological advantages through utility or efficiency. Rather,
these players use political and legal measures to refrain from competitive games.
Market competition and a supply-and-demand environment undermine the own-
ership of modern technological apparatuses, which are so large that they require
“enormous investments”. Thus, “rich and powerful corporations” seek protec-
tion from “outsiders, new competitors, labour unions”’—entities that could un-
dermine the ability to price and purchase through monopoly power (Neumann,
1942, p. 213).

Business enterprise in Nazi Germany provided Neumann with a brutal exam-
ple of how a legal system was much more than simply a mechanism to regulate
economic behaviour and competition. The “Aryanization” of German business
was a “powerful stimulant to capital concentration and monopoly ..” (Neu-
mann, 1942, p. 100). Anti-Jewish legislation gave the biggest firms of Nazi
Germany the opportunity to increase their profits through non-productive, anti-
competitive means. With significant undistributed profits at their disposal, only
the biggest firms had the means to increase their holdings in this manner. For in-
stance, the policies that followed the vom Rath murder and Kristallnacht created
monopolistic business opportunities that had nothing to do with labour time,
technological efficiency or productive output. A mixture of ideology and author-
itarian law redistributed national income, and the gap between the holdings of
big and small firms widened as a result of what was essentially an ethnic/racial
daylight robbery.

2.3.3 Marcuse on Automation and Capitalist Rationality

Marcuse showed little hesitance to modify the tone and colour of political eco-
nomic ideas. “A theory which has not caught up with the practice of capitalism”,
writes Marcuse, “cannot possibly guide the practice aiming at the abolition of
capitalism” (Marcuse, 1972, p. 34). Marcuse’s approach to catching up with
the practice of capitalism differs from those of Pollock and Neumann. Marcuse
generally assumes that capital is a productive magnitude, but he speaks of pro-
ductivity in such a way that capital is simultaneously an “element” of power
and control over society at large. The “technical apparatus of production and
distribution”, by virtue of its new size and scope, has obliterated “the opposition
between the private and public existence, between individual and social needs”
(Marcuse, 1991, p. xlvii). A quotation from Counterrevolution and Revolt also
demonstrates Marcuse’s unique application of economic terminology:
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. in the internal dynamic of advanced capitalism, “the concept of
productive labour is necessarily enlarged”, and with it the concept
of the productive worker, of the working class itself. The change is
not merely quantitative: it affects the entire universe of capitalism
.... The enlarged universe of exploitation is a totality of machines—
human, economic, political, military, educational. (Marcuse, 1972,

p. 13)

Marcuse’s political economic ideas are shaped by his views of critical the-
ory. Rigid analytical divisions in theoretical analysis would prevent us from
understanding how advanced industrial society “contains no facts which do not
communicate the repressive power of the whole” (Marcuse, 1991, p. 11). For
instance, political and economic categories must be reconsidered in light of how
“the productive apparatus tends to become totalitarian ..” (Marcuse, 1991,
p. xlvii). Moreover, the determinate negation of contemporary society is both
material and ideological:

Validated by the accomplishments of science and technology, justi-
fied by its growing productivity, the status quo defies all transcen-
dence. Faced with the possibility of pacification on the grounds
of its technical and intellectual achievements, the mature industrial
society closes itself against this alternative. Operationalism, in the-
ory and practice, becomes the theory and practice of containment.
(Marcuse, 1991, p. 17)

From the edifice of his own critical theory, Marcuse experiments with an
abstract idea of capitalist power. This experimentation comes in bursts, and
it is sometimes qualified with reminders about his political and philosophical
commitment to a critical Marxism. But these experimental moments are still
there for us to consider because, as Holman comments, Marcuse treated “Marx-
ist theory as a living body of ideas constantly in flux, as a lively bundle of forces
and tendencies that recombine and reorganize themselves in various ways ...”
(Holman, 2013, p. 5).

Let us look at two examples of Marcuse thinking about capitalist power.
First, Marcuse argues that the implementation of automation in productive
processes makes the Marxist labour theory of value an anachronistic concept:

The technological change which tends to do away with the machine
as individual instrument of production, as “absolute unit”, seems to
cancel the Marxian notion of the “organic composition of capital”
and with it the theory of the creation of surplus value. According to
Marx, the machine never creates value but merely transfers its own
value to the product, while surplus value remains the result of the
exploitation of living labor. The machine is embodiment of human
labor power, and through it, past labor (dead labor) preserves itself
and determines living labor. Now automation seems to alter quali-
tatively the relation between dead and living labor; it tends toward
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where productivity is determined “by the machines, and not by the
individual output”. ... [T}he very measurement of individual output
becomes impossible .... (Marcuse, 1991, p. 28)

Quoting at length, a few pages later, Marx’s own prescience about the death
of his labour theory of value at the hands of automation,*Marcuse then recon-
siders the economic meaning of automated technology replacing the “extensive
utilization of human labor power in material production” (Marcuse, 1991, p. 37).
When labour time becomes irrelevant to the output of automated production
processes, the transfer of value to a commodity is indeterminate. Moreover, the
multiple inputs and multiple outputs of automated technology “transubstan-
tiate” labour power. Individual labour cannot be isolated in this conceptual
soup of “joint” production; in fact, it is not exactly clear how new capitalist
production processes still depend on the direct exploitation of human labour.

To be sure, Marcuse connects the implementation of automation to the
Marxist thesis that capitalists attempt to raise “the productivity of labour”
through advances in technology (Marcuse, 1991, p. 37). His conclusions about
automation, however, are certainly unorthodox with respect to the economics-
politics separation in Marxism. By undermining the economic rationale for
capitalism’s reliance on labour power, the institution of automation suggests
that the class struggle between the wage labourer and the capitalist is now
much more about authority and control than productivity, even on the factory
floor. When capitalism is understood as a “system of domination”, capitalists
“value” the working class for what they refrain from doing when work is tightly
controlled: using their power in numbers and their collective human creativity
to disturb technological rationality and the pecuniary interests of the ruling
class (Marcuse, 1991, p. 35).

Second, Marcuse re-conceptualizes the implicit separation between economics
and politics in Weber’s distinction between formal and substantive rationality.
On the basis of Weber’s definition of formal rationality, the capitalist economy
is separate from political systems. The quantitative terms of economic ratio-
nality are formal, and processes such as profit estimates and the distribution
of goods can be calculated in “value-free scientific purity” (Marcuse, 1968¢, p.
210). Conversely, there is no purely formal logic of political power. Politics con-
tains irrational elements like charisma, and political decisions always have social
values and morals embedded in them. Hence, in Weber’s framework, politics
operates according to a substantive rationality.

Marcuse updates Weber’s presentation of how formal and substantive ratio-
nalities relate to each other in modern society. For Weber, the borders of these
two types of rationality would touch because economic rationality also refers, by
virtue of being formalistic and abstract, to the “external source” that defines the
ends of its instrumental calculations. For Marcuse, political power is no longer
“outside” economic activity; no longer is substantial rationality something that
is reserved for governments, courts and other political authorities. Thus, the
seemingly formal rationality of business enterprise is also substantive. Giant
firms do not simply calculate profits and losses, nor do they produce according
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to the “value-free” ends of a market. Rather, they themselves have the institu-
tional means to create a technological apparatus that is the “congealed spirit” of
their own vested interests. Thus, Marcuse concludes that capitalism, “no mat-
ter how mathematized and ‘scientific’, remains the mathematized, technological
domination of men [and women]” (Marcuse, 1968c, p. 215).

Marcuse’s description of capitalist rationality is similar to his concept of
technological rationality, which he developed twenty years earlier. Technological
rationality also blurs the line between economics and politics because, again, the
techniques of economics do not comprise a sub-system that is oriented by politics
from the outside:

As the laws and mechanisms of technological rationality spread over
the whole society, they develop a set of truth values of their own
which hold good for the functioning of the apparatus—and for that
alone. Propositions concerning competitive or collusive behavior,
business methods, principles of effective organization and control,
fair play, the use of science and technics are true and false in terms
of this value system, that is to say, in terms of instrumentalities that
dictate their own ends. (Marcuse, 2005¢, p. 146)

Like his analysis of Weber’s concepts of rationality, Marcuse’s concept of tech-
nological rationality identifies the historical change of business enterprise in the
twentieth century—the increasing size and scope of large-scale industry, which
supersedes, among other things, the small individual entrepreneur.

2.4 Should we look beyond Marxism?

So far, we have seen how Pollock, Neumann and Marcuse renovated the theoret-
ical separation between economics and politics in order to better understand the
role of power in capital accumulation. This type of renovation gives us a plat-
form to rethink capital by looking beyond Marxism. Rethinking capital in such
a manner is the preferred alternative to making repeated attempts to rearrange
the economics-politics separation within a Marxist framework. Marx built an
economic theory on the idea that productive labour was the only true engine of
capital accumulation. Lest they become something else entirely, Marxist the-
ories of capital accumulation are stuck rearranging the ways politics “assists”,
“supports”, “amplifies” or “protects” an economic system of production.
There is certainly no shortage of contemporary academics who would dis-
agree that critical political economy needs to look beyond Marxism. Much work
has been done to bring the labour theory of value into the twentieth and twenty-
first centuries. Updates involve the expansion of the world market (Mandel,
1976), economic and financial crises (Foley, 2012) and the evolution of technol-
ogy and the need for capitalists to employ immaterial labour (Dyer-Witheford,
1999). Many of these scholars assume that the economic exploitation of produc-
tive labour remains the theoretical touchstone of capital accumulation. Either
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longstanding forms of productive work are now exploited more intensely (Braver-
man, 1998) or new avenues of exploitation are found in labour that has been
subsumed under capitalism, such as intellectual and cultural work (S. Shapiro,
2009). The centrality of productive labour is also seen in the negative: many of
the crises of the twentieth century revolved around the structural compulsion
for capitalists to realize surplus value (Kliman, 2012).

One might also be hesitant to feel distanced from the political and philo-
sophical aspects of Marxist thought. Marx provided a very rich picture of how,
in the history of capitalism, the treatment and conditions of the proletariat are
visible expressions of capitalism’s repressive and irrational tendencies. More-
over, standing under the umbrella of historical materialism are creative thinkers
like Walter Benjamin, whose writings on history, literature, technology, and
consciousness have only faint connections to the technical details of Marxist
economics (Benjamin, 1968a, 1978). But what is the cost to an anti-capitalist
political position that uses Marxist economics to define the essential differences
between economics and politics in capitalist society? When Marxist economic
theory appears to be objectively true, the fundamental assumptions that pro-
duced this theory look definitive and Marxism’s view of liberation is emboldened.
But what should be done when the truth of the same theory is doubted? How
much is capital accumulation in advanced capitalism explained by the produc-
tive output of labour? One-hundred percent? Fifty percent? Even less? Marxist
political economy often gives an unconvincing answer to this line of question-
ing because its reasons for applying the labour theory of value are becoming
more theoretical than empirical-i.e., with the “right” understanding of Marx’s
method, the historical evolution of capitalism does not contradict Marx’s labour
theory of value.

As mentioned above, the Frankfurt School had no explicit intention to break
from historical materialist philosophy. However, the school’s nascent ideas of
capitalist power cannot help but have incompatibilities with Marxism’s assump-
tions about the economic nature of capital; the latter roots economic activity in
the productivity of labour, not institutional power. In this respect, the Frank-
furt School is in an intellectual position that is similar to Nicolaus Copernicus’
position in medieval European astronomy. Copernicus was personally obedient
to Aristotelian physics and Ptolemaic astronomy when he developed his helio-
centric theory of planetary orbits; yet his ideas about earth’s movements had
implications that could not be reconciled with a medieval Christian picture of
the universe. Arthur Koestler speaks to the force of what Copernicus only ever
implied in his understanding of the universe:

The notion of limitlessness or infinity ... was bound to devour the
space reserved for God on the medieval astronomer’s charts. They
had taken it for granted that the realms of astronomy and theol-
ogy were contiguous, separated only by the thickness of the ninth
crystal sphere. Henceforth, the space-and-spirit continuum would
be replaced by the space-time continuum. This meant, among other
things the end of intimacy between man and God .... Hence Pascal’s
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cry of horror [“Le silence éternel de ce espaces infinis m’effraie!”].
(Koestler, 2014, p. 194)

Secondary studies commonly attempt to reconcile, in one way or another,
the Frankfurt School’s interest in capitalist power with the Marxist concept of
capital. One type of approach, which is represented by Marramao’s (1975) and
Postone’s (1996) arguments, claims that a “return” to Marx’s labour theory of
value can temper the Frankfurt School’s enthusiastic reconfiguration of politics
and economics. Pollock’s interest in state capitalism, Neumann’s concern with
fascism and Marcuse’s Welfare-Warfare state are all historically grounded, but
this characteristic, ironically, irritates Marxist approaches that maintain that
capital accumulation during this period was misunderstood: the labour the-
ory of value and its theoretical truths only appeared to have been superseded
by totalitarianism and state power. Another approach is more progressive by
comparison, as it sees the Frankfurt School and a few others, like Lukacs and
Korsch, generating better methods of dialectical thinking (Jay, 1984; Kellner,
1989). According to this view of the Frankfurt School’s writings, the Marxist
concept of totality is a beneficial alternative to the base-superstructure model of
capitalist society, which is what led classical Marxism to make unhelpful splits
between economics and politics.

Although these two secondary interpretations have different methods of rec-
onciliation, both fail to adequately consider the Frankfurt School’s inadvertent
effect on the economic assumptions of Marxism. The Marxist framework re-
quires that, when needed, the economics of value creation be conceptually iso-
lated from concepts of power, including ideology and state repression; otherwise,
the mixture of politics and economics makes it impossible to claim that only
the exploitation of productive labour is directly responsible for the creation of
surplus value.

2.4.1 Reincorporating the labour theory of value

Marxist political economists will sometimes put the Frankfurt School “in con-
text” by arguing that its writers had political-economic blind spots. These
blind spots existed because writers such as Neumann and Pollock experienced
an exceptional phase of twentieth-century capitalism. The size and reach of
state institutions were easy to see in the 1930s and 1940s, but totalitarian pol-
itics also hid the economic contradictions of capitalism from view (Marramao,
1975). Consequently, the Frankfurt School overstated its case when it suggested
that, in advanced capitalism, the growth of political power and the intensifica-
tion of social domination had qualitatively transformed the character of capital
accumulation. For example, when Pollock inferred that “economics as social
science has lost its object under state capitalism”, this was, according to Mar-
ramao, a mistake. Pollock was experiencing “the illusory character of the ‘alien
power’ of the fetishized forms of the economic process, while accepting as re-
ality the uncontradictory and ‘one-dimensional’ facade of socialized despotism”
(Marramao, 1975, p. 74). In other words, Marramao deems the theoretical
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reconciliation of Marxism and the Frankfurt School to be straightforward: the
Frankfurt School should never have traveled so far from the mode of production
and the Marxist labour theory of value in the first place.

Similarly, Postone (1996) argues that the Frankfurt School, like Sweezy and
the Monopoly Capital theory, imagined a qualitative difference where there was
none. Advanced capitalism may have jettisoned “the non-conscious, ‘automatic’,
market-mediated mode of distribution”, but the holistic truth of Marx’s labour
theory of value is undamaged as capitalism evolves:

[value] is not merely a category of the market, one that grasps a his-
torically particular mode of the social distribution of wealth. Such a
market-centered interpretation—which relates to Mill’s position that
the mode of distribution is changeable historically but the mode of
production is not—implies the existence of a transhistorical form of
wealth that is distributed differently in different societies. Accord-
ing to Marx, however, value is a historically specific form of social
wealth and is intrinsically related to a historically specific mode of
production. (Postone, 1996, p. 25)

Thus, according to Postone, Marx’s theory of economic value was built to evolve
with any maelstrom of socio-political transformations: even as some things
change, twentieth-century capitalism has “commodity-determined labour” at
the core of its mode of production.

These criticisms of critical theory can be very impressive for their nuanced
breakdowns of dialectical logic, but they still put the cart before the horse. Mar-
ramao and Postone do not empirically confirm that, at their respective times
of reading Marx, the Marxist essence of capitalism can be found behind its ap-
pearances. Certainly some historical changes are too insignificant to convince
anyone to rethink their agreement with the Marxist labour theory of value. Yet
Marramao and Postone are not empirically testing their counter-arguments; in-
stead they operate purely within the realm of theoretical interpretation. Thus,
the labour theory of value essentially acts as some sort of transcendental “cor-
rective”, telling writers like Postone that it would be logically true that the ap-
pearances of state capitalism or totalitarian capitalism are just that: misleading
appearances. Capitalist societies can oscillate between market fundamentalism
and repressive authoritarianism; the technological infrastructure can multiply
in size and complexity; and monopoly power can grow with the concentration of
ownership and the depression of market competition—but any form of capitalist
domination will necessarily obey the same temporal logic of labour time: the
“magnitude of value of an individual commodity is ... a function of the socially
necessary labor time required for its production” (Postone, 1996, p. 193).

As Alfred Schmidt argues (in his critique of Althusser), arguments about the
logical structure of Marxist theory can easily misrepresent Marx’s dialectical
method (Schmidt, 1981). For Marx, a theoretical framework becomes “poorer
in definition” as more and more historical moments are deemed “external”,
“accidental”, or “inessential” to the theory (Schmidt, 1981, p. 68). Thus, it
is hardly a victory for Marxism if Marramao and Postone show us where the
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Frankfurt School’s historical insights diverge from Marx’s labour theory of value.
In fact, the burden of proof is reversed; it is on the shoulders of Marxism
to demonstrate that its theory of value is still usable when visible changes to
the structure of capitalism suggest that productive quantities of labour inputs
cannot adequately explain capital accumulation. Unfortunately, on this point,
Marramao and Postone are going sideways rather than forward.

How might we verify that writers like Pollock, Neumann and Marcuse were
justified in thinking that modern capitalism was breaking old economic laws?
There is a vast ocean of phenomena to re-conceptualize when productivity is
removed from the heart of capital. For the moment, consider the modern phe-
nomenon of inflation. In the era of classical political economy, inflation was not
a key factor. Instead, the theoretical frameworks of great theorists like Marx
were, according to Bichler and Nitzan, developed in a “deflationary context”
in which “consumer prices in Great Britain and wholesale prices in the United
States both dropped by more than one third”. Thus, it “was only natural [for
classical political economy] to concentrate on production and the coercive dis-
cipline of ‘market forces’ and to ignore inflation” (Nitzan & Bichler, 2009, p.
367).

Figure 2.1 uses inflation data to visualize Bichler and Nitzan’s argument
about significant historical change in the capitalist political economy. Using
data from twelve countries, the box plots show 25-year distributions of 10-year
inflation rates. Outliers are removed because we want the figure to focus on
rates that were “normal” for each period.® Figure 2.1 shows two key differences
between the distributions before and after the early twentieth century. First,
the “normal” rate of twentieth-century inflation was higher than the rate of
the nineteenth century, which is when Ricardo, Mill and Marx contributed to
classical political economy. Just as importantly, the medians and inter-quartile
ranges (middle 50% of a distribution) of twentieth-century inflation are almost
all above zero. As prices in the nineteenth century would have appeared to have
stable averages—as a phase of inflation would be followed by one of deflation—
rising prices in the twentieth century (and early twenty-first century) would
rarely deflate in the next phase.

Pollock, Neumann and Marcuse do not give us all of the details of capital
accumulation, but they demonstrate they are receptive to the general trans-
formation in Figure 2.1. As Nitzan and Bichler demonstrate, the ability to
accumulate through inflation is much more consistent with writing that em-
phasizes institutional power, not production. The power of dominant firms to
establish higher-than-average markups is not only a significant means of income
redistribution, but also “positively related to firm size .... [The| larger the firm,
the greater and more systematic its differential gains from inflation” (Nitzan &
Bichler, 2009, p. 374).

The ideas of Pollock, Neumann and Marcuse might also not be limited to a
so-called “exceptional” phase of capitalism. Using price inflation to serve capi-
talist interests is a repeated event of advanced capitalism. Figure 2.2 indicates
that, beginning in the 1930s, waves of inflation have been leading indicators of
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Figure 2.1: History of inflation, 1775-2020, 12 countries

Source: Global Financial Data for the annual inflation rates of Belgium, Canada,
Germany, Denmark, France, Great Britain, Italy, Japan, Netherlands, Norway,
Sweden and United States.

capitalists increasing their income over the general population. In Figure 2.2-A
we have three series. Two series are measures of 10-year inflation rates, which
have both been shifted 10 years. The third series is Bichler and Nitzan’s “power
index” for the United States (Bichler & Nitzan, 2016). The power index is a
ratio of stock index price (such as the S&P 500) to the average wage rate. This
power index is a representation of how capitalists (who have significant stakes
in the stock market) succeed or fail relative to the underlying population (who
primarily rely on wage income). Figure 2.2-B uses a 25-year correlation to show
the relationship between the US power index and long-term inflation, 10 years
earlier. A strong positive correlation is frequent after 1930. By looking back-
ward from 1930, we can see an entirely different relationship between inflation
and capitalists making gains over workers. And if we speculate about Marx’s
viewpoint with the earliest 25-year correlation in the dataset (1875-1899), it is
unlikely that this relationship was positive and strong at the time of his writing.

2.4.2 The Marxist concept of totality

As much as Postone critiques the Frankfurt School for its political economic
ideas, he also recognizes that the writings of the Frankfurt School helped twentieth-
century Marxists rejuvenate the dialectical method of historical materialism.
Moreover, Postone acknowledges that he follows in the footsteps of the Frank-
furt School and uses dialectical logic to construct a concept of the capitalist
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totality. The capitalist totality, in the words of Postone, “refers to the dom-
ination of people by abstract, quasi-independent structures of social relations,
mediated by commodity-determined labor, which Marx tries to grasp with his
categories of value and capital”. Consequently, the study of the entire capitalist
universe will relate to what we can see in its grain of sand, the capitalist mode
of production:

the Marxian critique is a critique of labor in capitalism, rather
than merely a critique of labor’s exploitation and mode of social
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distribution, and ... the fundamental contradiction of the capitalist
totality should be seen as intrinsic to the realm of production itself,
and not simply a contradiction between the spheres of production
and distribution. (Postone, 1996, p. 124)

Other Marxist theorists commend the Frankfurt School for resuscitating the
philosophical rigour of Hegel and Marx, and for replacing the base-superstructure
model with a concept of totality (Jay, 1984, 1996; Kellner, 1989; Ollman, 1976).
From this perspective, the base-superstructure model is the perceived reason
for Marxism developing a bad dualism between economics and politics. Con-
sequently, Marxist theory can overcome the “vulgar” versions of itself, which
have forgotten that “that the economy, which can never be isolated, is made by
human individuals, as is politics, which can never be isolated” (Bloch, 1988, p.
27).

The Frankfurt School’s concept of totality helps keep politics and economics
in a good dialectical relationship, which enables us to understand how produc-
tion and power are mutually constitutive. However, is a Marzist concept of
totality, and all that it implies methodologically, sufficient to answer our cri-
tique of the economics-politics separation in political economic theory? In order
to clarify that the issue is not dialectics as such, let us briefly address the di-
alectical method and the foundations of critical theory. The specific problem
for Marxism is that its privileging of material production creates the require-
ment that, within its own logic, there is a defined separation that analytically
isolates economics from politics. This requirement for separation is sometimes
overlooked in contemporary Marxism, as some of its theorists enthusiastically
mix economics, politics, and other social dimensions. But the impulse to cre-
atively think about a capitalist totality—with its mutually constitutive relations
and its multiple social dimensions—must stop at defined points if the goal is to
be holistic within a Marxist framework. In other words, the cost to Marxism
for breaking too many walls between economics and politics is being able to ex-
plain capital accumulation with a theory of value that is rooted in the material
productivity of labour. This cost appeared when writers like Pollock, Neumann
and Marcuse wandered “too far” in their analysis of power.

When looking beyond Marxism, the concept of totality should not be dis-
carded. It is methodologically crucial because capitalism is not just a mode of
production; it is a mode of being, a society and a way of life. The idea of totality
helps us ground seemingly disparate facts in the same social condition. Marxist
philosophy was the first to integrate the concept of totality into political eco-
nomic theory. Its theorists recognized that a concept of totality is dialectical
thinking unleashed: “.. the dialectical conception of totality can enable us to
understand reality as a social process” (Lukacs, 1968, p. 13). Marx’s method is
also holistic largely because it is dialectical. “The concrete is concrete”, writes
Marx, “because it is the concentration of many determinations, hence unity of
the diverse” (Marx, 1993, p. 101). This “concentration of many determina-
tions” is conceptualized when theory searches for the social reality that each
thing or idea presupposes. Exchange value, for example, “presupposes popula-
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tion, moreover a population producing in specific relations; as well as a certain
kind of family, or commune, or state, etc. It can never exist as an abstract,
one-sided relation within an already given, concrete, living whole” (Marx, 1993,
p. 101).

Overall, the concept of a capitalist totality overcomes the bad habit of di-
viding society into strict analytical categories. Fallacies accumulate when we
think that spheres of society have clearly demarcated boundaries—almost as if
institutional structures and networks of social relations self-align according to
the rigid division of academic disciplines. To develop their concepts of the cap-
italist totality, members of the Frankfurt School took their research in all sorts
of directions, including science, aesthetics, psychoanalysis and philosophy. The
school also considered the epistemology of holistic social analysis. These studies
of epistemology have a distinct flavour. As described by Martin Jay, the gen-
eral tenets of critical theory were, from its inception, “expressed through a series
of critiques of other thinkers and philosophical traditions” (Jay, 1996, p. 41).
For example, Horkheimer’s critique of “traditional theory” was the first major
project of the Frankfurt School. This critique enabled Horkheimer to propose
that an alternative “critical theory” could build a much more holistic analysis
of social and political domination.

Traditional theory is defined by its ignorant relationship with the larger so-
cial processes that condition each branch of knowledge. This ignorance is not
the same as conceptual isolation, which is often required for scientific activ-
ity to focus its experiments on measurable variables. Instead, the ignorance
of traditional theory concerns the social values, structures, institutions and re-
lations that condition the application of theoretical knowledge. Consequently,
traditional theory prides itself for its intellectual self-sufficiency or value-free
neutrality, but it also lacks a “concrete awareness” of its role in the greater so-
cial division of labour (Horkheimer, 2002b, p. 216). For Horkheimer, it is telling
that the value-free neutrality of traditional theory and its place and function
in society contradict. The “real social function of science is not made manifest;
it speaks not of what theory means in human life, but only of what it means
in the isolated sphere in which for historical reasons it comes into existence”
(Horkheimer, 2002b, p. 197).

With respect to its formal structures, critical theory is similar to traditional
theory. “The critical theory of society”, writes Horkheimer, “also begins with
abstract determinations .... In critical theory, as in traditional theory, specific
elements must be introduced in order to move from fundamental structure to
concrete reality” (Horkheimer, 2002b, p. 225).However, critical theory con-
sciously seeks to overcome traditional theory’s ignorance. Capitalist society
runs on an engine of particular social values—class, wealth, profit, power, mod-
ern technology, etc.—and traditional theory is unable to recognize “its positive
role in a functioning society, [its] indirect and obscure relation to the satisfac-
tion of general needs, and [its] participation in the self-renewing life process”
(Horkheimer, 2002b, p. 216). Thus, critical theory reminds itself that a theory
becomes one-sided when the complex totality of modern society is lost from
view:
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. separated from a particular theory of society as a whole, every
theory of cognition remains formalistic and abstract. Not only ex-
pressions like life and promotion, but also terms seemingly specific
to cognitive theory such as verification, confirmation, proof, etc., re-
main vague and indefinite ... if they do not stand in relation to real
history and receive their definition by being part of a comprehensive
theoretical unity. (Horkheimer, 2005b, p. 426)

To my knowledge, Horkheimer did not use the term “traditional theory” in
any published writing other than “Traditional and Critical Theory”. However,
the term clearly inspired Horkheimer to continue critiquing theoretical systems
for not overcoming “the one-sidedness that necessarily arises when limited intel-
lectual processes are detached from their matrix in the total activity of society”
(Horkheimer, 2002b, p. 199). For example, he detected one-sidedness in the
metaphysical systems of Western philosophy. From the heights of metaphysics,
the details of history are almost invisible. And similarly to traditional theory,
metaphysics then reifies what its methods cannot adequately describe: it “takes
the most general characteristics, the elements as it were, which are common to
all men in all times and calls them ‘concrete’” (Horkheimer, 2002a, p. 18).

Horkheimer and other members of the Frankfurt School also argued that the
base-superstructure model was producing a one-sidedness within Marxist theory
(Kellner, 1989, p. 11). In Counterrevolution and Revolt, Marcuse argues that
the base-superstructure model is an impediment to dialectical thought because it
freezes historical analysis in a manner similar to traditional theory: “To isolate
the identical capitalist base from the other sectors of society leaves Marxian
theory at its very foundation with an unhistorical, undialectical abstraction”
(Marcuse, 1972, p. 33). In the section of Minima Moralia titled “Baby with the
Bath Water”, Adorno takes a similar stance. Addressing the problematic way
in which culture is stripped of any autonomy in the base-superstructure model,
Adorno criticizes those who put all of their theoretical and practical energy into
the so-called objective tendencies of the capitalist economy (Adorno, 2005a, p.
44).

To the present-day reader, there is likely no visible controversy to accept-
ing the Frankfurt School’s position on the base-superstructure model. In fact,
contemporary defenders and critics of Marxism can come together and agree
that the base-superstructure model is far too rigid for any theory that calls it-
self “dialectical”. For instance, Castoriadis’s criticism of Marxism mirrors Terry
Eagleton’s defence:

there is not, nor has there ever been, an inertia of the rest of
social life, nor a privileged passivity of the “superstructures”. These
superstructures are no more than a fabric of social relations, neither
more nor less “real”, neither more nor less “inert” than the others,
and just as “conditioned” by the [base] as the [base is] by them, if the
word “conditioned” can be used to designate the mode of coexistence
of the various moments or aspects of social activities. (Castoriadis,
1998, p. 20)
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As opposed to:

Politics, culture, science, ideas and social existence are not just eco-

nomics in disguise .... They have their own reality, evolve their own
histories and operate by their own logic .... The traffic between eco-
nomic “base” and social “superstructure” ... is not just one way.

(Eagleton, 2011, p. 113)

Like Eagleton, Bertell Ollman defends Marxist methods by dissuading us from
associating Marxism with economic determinism. While determinism appears
to surface in places like the preface to A Contribution to the Critique of Political
Economy, many of Marx’s writings, according to Ollman, are not fundamentalist
about the linearity of the base-superstructure model. In fact, when Marx’s
method is understood in the proper light, “‘Economic Determinism’ ... appears
to be a caricature foisted upon Marxism by readers who misread [Marx’s| general
claims” (Ollman, 1976, p. 9).

When standing from a distance, these claims appear to demonstrate that
Marxist methodology is not a barrier to the Frankfurt School’s ideas about
advanced capitalism. Thus, if writers like Neumann find evidence of capital ac-
cumulation through political power, a holistic Marxism will refrain from bending
or cutting this evidence for the sake of a deterministic model of base and su-
perstructure. As Eagleton suggests, we appear free to study the reality, history
and logic of accumulation-through-power. However, the barriers are there; they
are found when we look closer at the places where the Frankfurt School made
modifications to a critical political economy of capitalism. By rethinking the
essence of capital accumulation in the twentieth century, the Frankfurt School
played with ideas that are at the root of Marxist economics. Pollock, Neumann
and Marcuse did not simply add more concepts to the “traffic” between eco-
nomics and everything else; they showed flashes of a radical re-thinking, which
can undermine labour’s privileged position in capital accumulation.

The writings of Pollock, Neumann and Marcuse do not supply robust al-
ternatives to Marxist political economy, but they portend Marxism’s problem
with the facts of historical transformation. In Marxism, the necessity to isolate
production in general and labour in particular demarcates the limit of dialecti-
cal mediation, even without the base-superstructure model. Interestingly, this
point is sensed by one of Marxism’s most esteemed writers on the place of cul-
ture in historical materialism: Raymond Williams. While Williams believes
theorists should study much more than the economic structure of capitalism,
he also thinks Marxist theorists of all types should recognize that the idea of
totality can undermine the core purpose of Marxist theory:

The totality of social practices was opposed to this layered notion
of base and a consequent superstructure .... Now the language of
totality has become common, and it is indeed in many ways more
acceptable than the notion of base and superstructure. But with one
very important reservation. It is very easy for the notion of totality
to empty of its essential content the original Marxist proposition.
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For if we come to say that society is composed of a large number of
social practices which form a concrete social whole, and if we give
to each practice a certain specific recognition, adding only that they
interact, relate and combine in very complicated ways, we are at
one level much more obviously talking about reality, but we are at
another level withdrawing from the claim that there is any process
of determination .... If totality is simply concrete, if it is simply the
recognition of a large variety of miscellaneous and contemporaneous
practices, then it is essentially empty of any content that could be
called Marxist. (Williams, 2005, pp. 35-36)

The general thrust of Williams’ concern is warranted; weak or missing theoret-
ical principles will produce amorphous theories. Yet Williams is also affirming
the need for Marxist economics to organize non-economic theory. He is telling
the reader that as long as one starts from the assumption that economic ex-
ploitation is a definable process, theorists can then branch out and explain the
existence of the state, the military, the church and the educational system; they
can research the ideological character of affirmative culture, positive philosophy
and common sense; and they can study developments of technology, science, art
and language.

2.4.3 Staying within Marxism’s orbit

Postone, Jay, Kellner, Williams—this is not a band of fiercely dogmatic thinkers,
and it is my hope that I have given no suggestion that the Frankfurt School is up
against an orthodoxy that cannot see faults within Marxism. Rather, the image
in my mind is one of a planet having gravitational pull. In the space of political
economy, Marxism is undoubtedly the size of a Jupiter or Saturn. Thus, if an
orbiter of Marxism witnesses someone generate enough escape velocity to free
themselves from its gravitational force, they might not initially see why this
would be anyone’s desire. Moreover, the opportunity to leave planet-Marxism
comes with a fear that something too big is being left behind or that there is
no other gigantic planet for a critique of capital accumulation. Williams, for
example, is not telling the reader to blindly accept the Marxist economics; he
is fearful of sentencing himself to floating in space.

The problem of remaining within Marxism’s orbit, however, is about the
composition of what is being orbited. Even if the Marxist concept of capital
is assumed to be correct, the mixture of politics and economics produces an
impossible methodological step: we need to demonstrate that, from within this
mixture, Marxism’s categorical distinction between power and productive pro-
cesses is observable in the capital accumulation of surplus value. Unfortunately,
Marxism’s assumption that value is a productive magnitude makes it difficult to
know how much or how little social-political activity is influencing magnitudes
of labour time.

In “Ideology and Ideological State Apparatuses”, for instance, Althusser
relies on the Marxist definitions of economic value and the reproduction of
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labour power to mix his presentation of ideology and institutional power with
material production (Althusser, 2001). The basis for this particular politics-
economics mixture is Marx’s claim that the market value of labour power is
always tied to what social reproduction means in each culture. In agreement
with Marx and Engels, Althusser states that the “quantity of value (wages)
necessary for the reproduction of labour power is determined not by the needs
of a ‘biological’ Guaranteed Minimum Wage ... alone, but by the needs of
a historical minimum ..” (Althusser, 2001, p. 88). Althusser then paints a
picture in which almost every social institution, except for the police and the
military, is a factor in the ideological reproduction of the worker.

To be sure, Althusser’s presentation initially appears to be an impressive
showcase of how ideological social reproduction and material labour are not
separate but, rather, mutually constitutive elements in a dialectical whole. But
Althusser’s enthusiastic mixture of ideology and labour time actually does Marx-
ist economics no favours. The economic aspect of the argument must somehow
decipher how this multitude of ideological state apparatuses affects the quan-
titative level of the wage rate, the value of which is expressed as “a definite
quantity of the means of subsistence” (Marx, 1990, p. 276). Forgetting for
the moment the more important problem that the wage rate is expressed in
prices, and not in measurable units of abstract labour time, the exchange value
of labour power, both simple and complex, now somehow refers to an ideological
complex of media, religion, law, education and family. But which political and
cultural aspects of social reproduction are simultaneously economic factors, and
how do we calculate the value of ideology as a means of subsistence? We have
wage data in prices, but to know the value of labour power, we must first know
what constitutes the “means of subsistence” in advanced capitalism. What as-
pects of advanced capitalism allow the “owner of labour-power” to maintain
what Marx called the “normal state as a working individual” (Marx, 1990, p.
275)7

For example, what is the relationship between television and the reproduc-
tion of labour power? Is the culture of watching television popular enough to be
considered a necessary factor in the ideological diet of a contemporary worker?
If so, the cost of reproducing contemporary labour power must include the eco-
nomic value of television sets and cable subscriptions. But can this type of
inclusion be anything other than an arbitrary decision? And if we assume we
can make a decision on television’s inclusion in social reproduction, we must also
have definitive views on the role of a great multitude of commodities. Social
reproduction might also include cinema, religion, family, coffee, alcohol, cars,
sports, the Internet and so on.

Figure 2.3 reveals there are even bunches of small assumptions hidden behind
the mixture of ideology and the market value of labour power. This figure plots
American Time Survey data (from the Bureau Labor of Statistics). In each
row we have different activities. By column, the data is split into the average
time of the “in group”those who engage in the activity—and the per capita
average. Figure 2.3 is an empirical picture of leisure activity, but the difficulty
involves translating the pieces of the picture into magnitudes of economic value.
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First, there is the issue of quantitative comparison. Is one hour of television
equal to one hour of reading? Second, no leisure activity is universal across an
entire society. This forces one to decide if a measure of leisure time should be the
average across all society (per capita) or the average time of those who engage in
the activity. This is not a simple decision to make because some activities could
be “essential” for those who are engaged in them. Measured per capita, the
consumption of arts and entertainment (excluding sports) is a minuscule part
of the average American’s leisure time; yet for those do engage in this activity,
they are spending significant time. Can I say that, for those who do engage in
the arts, their consumption is necessary for social reproduction? Third, there
are qualitative changes to the content of leisure time. This fact might not first
appear to be problematic, but it is when we need to know how each annual
change relates to social reproduction’s “historical minumum”. For instance,
the bottom-right planel in Figure 2.3 tells us that the average American was
watching 2.58 hours of television a day in 2003 and 2.81 hours in 2019. If the
task was simply to count the hours of two identical activities, the answer is
simple: in 2019 the average American is watching 1.089 times more television
than they were in 2003. However, as an input for the value of labour power,
this change could mean many things. It could signify that a worker in 2019
demands a greater level of ideological reproduction (assuming that 1 hour of
television in 2003 is equal to 1 hour in 2019); but it also could signify that a
worker needs higher doses of “lower-quality” television to reproduce the same
amount of labour power (assuming that television is 8.9% less effective in 2019).

Because of the economics-politics separation in Marxism, the role of ideol-
ogy in capital accumulation must pass through a confusing two-step method,
whereby politics and culture are unproductive themselves, but they are also the
“social conditions” of productive processes. The confusions about this two-step
method multiply as institutional power and ideology increase in importance
and complexity. Note, for instance, that Althusser is not directly saying that
capitalists can accumulate through ideology. Rather, ideology is unproductive
political and cultural power that is a social input in the formation of productiv-
ity; ideology is somehow a large, multi-sided factor in the value of labour power,
which then determines how long it will take a rate of exploitation to create a
surplus of value.

Conversely, a holistic Marxist theory will also pay a heavy price if it is
unwilling or uninterested in applying, in more historically specific terms, the
assumptions about what is and is not included in magnitudes of value. When
boldly journeying into the realms of politics and culture without a clear distinc-
tion between political power and economic exploitation, the Marxist framework
is limited to producing abstract descriptions of capital accumulation. Marcuse
is sometimes guilty of drawing, for example, an imprecise picture of the accu-
mulation of surplus value in advanced capitalism:

The directing and organizing power of Gesamtkapital [(capital as a
whole)] confronts the productive power of the Gesamtarbeiter (col-
lective labour force): each individual becomes a mere fragment or
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Figure 2.3: How free time is spent in the United States, 2003 - 2019

Notes: Category names have been abbreviated from original titles. “In-group”
defined as “hours per day for persons who engaged in the activity”; “per capita” is
the total American population. Source: https://www.bls.gov/tus/ for “Table A-1.
Time spent in detailed primary activities and percent of the civilian population
engaging in each detailed primary activity category, averages per day by sex,
annual averages, total”.

atom in the coordinated mass of the population which, separated
from control of means of production, creates the global surplus value.
(Marcuse, 1972, p. 11)

Similarly, Postone seems content to speak about economic exploitation at a high
level of abstraction. With little interest in being more specific about how we
measure capital accumulation in a social totality that is comprised of economics,
politics and other dimensions, Postone can only use Marx’s concepts of use value,
exchange value, commodification and labour time as general social-philosophical
terms. Consider part of Postone’s answer to an interviewer who wants to know
how we can avoid “slipping into a kind of metaphorics” when describing the
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dual character of the commodity:

Marx grounds the form of production in capitalism as well as its
trajectory of growth with reference to his analysis of the dynamic
nature of capital. I tried to work out the general character of the
dynamic as a treadmill dialectic. It’s this treadmill dialectic that
generates the historical possibility for the abolition of proletariat la-
bor. It renders such labor anachronistic while, at the same time,
reaffirming its necessity. This historical dialectic entails processes of
ongoing transformation, as well as the ongoing reproduction of the
underlying conditions of the whole. As capital develops, however,
the necessity imposed by the forms that underlie this dialectic in-
creasingly remains a necessity for capital alone; it becomes less and
less a necessity for human life. In other words, capital and human
life become historically separated. (Postone & Brennan, 2009, p.
314)

Much like the abstractness of metaphysics (Horkheimer, 2002a), here we have
truth claims stacked on top of truth claims about a historical process that should
have concrete, observable details.

When the methodological implications of the economics-politics separation
are overlooked, secondary interpretations of the Frankfurt School can also re-
main content with explaining capital accumulation with abstract ideas. Jame-
son, for example, states that Adorno’s presentation of the social division of
labour and the mechanization of human beings in capitalist production is “itself
dialectical and includes Marx’s analysis of the organic composition of capital as
such” (Jameson, 2007, p. 71). To a Marxist political economist, this coupling
of Adorno and the organic composition of capital is at best misleading. The

organic composition of capital is fundamentally a quantitative relationship ()
that is related to the rate of surplus value () and the rate of profit (3 ). Fur-

thermore, the organic composition of capital is a weak concept when presented
in the abstract; Marx argued that historical circumstances, such as foreign trade
and the depression of wages below the value of labour power, could act as “coun-
teracting tendencies” to the falling rate of profit (Fine & Saad-Filho, 2004, p.
113).7 Adorno’s writings are monumentally important to a critical theory of so-
ciety, but nowhere in them do we find such a commitment to understanding the
technical details of value theory. His uses of the category “exchange-value” are
meant to explain the capitalist form of domination; his writings do not contain
solutions to the methodological problems with measuring the quantification of
exchange value.

2.5 Conclusion

Although the Frankfurt School is not free from some of the methodological prob-
lems that are being criticized in this chapter, Pollock, Neumann and Marcuse
are influential for recognizing that theories of capitalism, prevailing at their
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time, might not have been keeping pace with the types of historical develop-
ment that began in the early decades of the twentieth century. In fact, their
curiosity about the nature of capital accumulation in advanced capitalism is a
testament to how critical theory understands itself to be dialectical. “The name
of dialectics”, writes Adorno,

says no more ... than that objects do not go into their concepts
without leaving a remainder, that they come to contradict the tra-
ditional norm of adequacy .... Dialectics is the consistent sense of
nonidentity. It does not begin by taking a standpoint. My thought
is driven to it by its own inevitable insufficiency, by my guilt of what
I am thinking. (Adorno, 1973, p. 5)

No longer can an abstraction stand as a “timeless eternal” form; a concept is
only valid if it is relevant to a social reality and “the practice of the associated
individuals” (Marcuse, 1968b, p. 87).

The Frankfurt School disrupts our impulse to assume that, in capitalism,
economic categories should specifically or mostly focus on the productivity be-
hind the creation and distribution of value. When power processes intervene in
the theoretical link between capital accumulation and material production, it
cannot be true that production and power are distinguished by virtue of what
the former explains and the latter does not: the so-called “real” productive en-
gine of profit. Such a separation lingers within Marxism, despite its intention to
provide a critique of capitalist processes and their effects on individuals inside
and outside of work. The Marxist framework, even when holistic, still forces an
unhelpful split between economics and politics.

Alternatively, the political economic adventures of the Frankfurt School give
us a greater opportunity to rethink the economics-politics relationship. If capi-
talists can accumulate through power, then we can redefine the concept of capital
according to the modern uses of monopoly, command, automation, ideology and
so on. Such a redefinition might leave some of Marxism’s key economic assump-
tions behind, but this would be the cost of building a better understanding of
social domination under advanced capitalism. Because, as Marcuse’s reflections
on his disillusionment with Heidegger’s philosophy show, we have be careful
about the conceptual barriers that can hide in plain sight:

To me and my friends, Heidegger’s work appeared as a new be-
ginning: we experienced his book ... as, at long last, a concrete
philosophy: here there was talk of existence, of our existence, of fear
and care and boredom, and so forth .... Only gradually did we begin
to observe that the concreteness of Heidegger’s philosophy was to
a large extent deceptive-that we were once again confronted with a
variant of transcendental philosophy (on a higher plane), in which
existential categories had lost their sharpness, been neutralized, and
in the end were dissipated amid greater abstractions. That remained
the case later on when the “question of Being” was replaced by the
“question of technology”: merely another instance in which appar-
ent concreteness was subsumed by abstraction—bad abstraction, in
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which the concrete was not genuinely superseded but instead merely
squandered. (Marcuse, 2005b, p. 176)
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Chapter 3

Capital and the study of
mass culture

3.1 Introduction

I suspect that if I asked readers to outline the characteristics of culture in
capitalism, few would hesitate to connect the production and consumption of
culture to the broader context of living in a capitalist society. This connection
makes sense: almost every cultural object, event or activity of the past hundred
years has had some price attached to it; advertisers, marketers and firms work
tirelessly to sell culture to consumers; and the “free time” we have for art and
entertainment is visibly impacted by structures of work and the social demand
to have enough income to survive.

Yet, paradoxically, the capitalist character of culture might be something
that is easy to recognize as a lived experience but hard to explain more compre-
hensively, as a theory of capital accumulation. Mass media is now big business,
and profit can be made from the buying and selling of artworks and cultural
practices. Yet the difficulty involves using a theory of economics to explain why
culture is or is not a source of value for the accumulation of capital. This type of
explanation can prove to be difficult because theorists must use the methods of
their chosen economic theory to address such issues as deciding what is a source
of value, or explaining how aesthetics and meaning can be priced for exchange.

Marxist political economy offers a theoretical framework to explain the ac-
cumulation of capital from culture. In addition, some of its theorists work to
demonstrate that, in some form, the Marxist labour theory of value is still rel-
evant, despite mass culture having many immaterial and ideological aspects to
its production and consumption. Unfortunately, significant theoretical problems
are visible in the application of Marxist economics to culture. Confusions and
contradictions appear when we take a step forward and apply Marxist frame-
works to understand how magnitudes of socially necessary abstract labour time
are behind the production, sale and profit of cultural commodities. And for
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every confusion we resolve with a stated assumption, we risk ballooning theo-
retical assumptions about labour productivity to sizes that are unmanageable
for empirical analysis.

Certainly we cannot forget that Marxist theory is bigger than its labour
theory of value; the historical materialist approach has been responsible for
producing many insightful critiques of mass culture, consumerism and ideology
(Adorno, 2004b; Horkheimer & Adorno, 2002; Lukacs, 1968; Marcuse, 1991).
Nevertheless, the idea that capital is valorized through the exploitation of labour
remains foundational to Marxism’s explanation of how capital accumulation
works. Moreover, social, political and cultural theorists readily cite Marx as
a source for explaining the economics of commodification and exchange value.
Thus, it seems more than fair to think about how Marxism explains

1. the nature of value, the source of equivalency between commodities;

2. what produces economic value, in distinction from what only uses or trans-
fers already existing value;

3. how much value each productive entity contributes.

This chapter is will comment on two tasks that Marx’s labour theory of
value needs to accomplish before we can use the labour theory to explain the
valuation and accumulation of capital from culture:

1. reduce concrete labour to a universal unit of measure, socially necessary
abstract labour;

2. determine what types of labour are productive.

In practice it is difficult, if not impossible, to objectively satisfy both of these
tasks. Moreover, these methodological dilemmas exist at the root of the Marxist
method; they precede any modification that reshapes the labour theory of value
for a particular business sector, such as mass culture.

3.2 Theoretical assumptions about capitalist pro-
duction

To proceed with our evaluation, it is first necessary to establish that socially
necessary abstract labour time is treated as an objective measure of value. Es-
sentially, the objectivity of value, revealed in magnitudes of socially necessary
abstract labour, is what gives Marx the platform to speak about capital accu-
mulation as an on-going system with structures, tendencies and rules. Many
modern readers are resistant to emphasizing this side of Marx’s theory, as it
evokes images of “vulgar” economic Marxism and risks overshadowing the mas-
terful nuances of his philosophical and social analysis. Yet blind devotion to
Marxist economics is not necessary for one to surmise why Marx’s theory of
capital needs an objective core. It is there for us to look beyond superficial
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differences in business activity, to instead understand how the exploitation of
productive labour is neither accidental nor incidental to the accumulation of
capital. Marx wanted to know what was essential to capital accumulation, and
he certainly was not satisfied to simply offer a moral critique of the capitalist
class. He sought to use his value theory, in the words of Joan Robinson, in
order to “escape from sentiment and win for [his approach] the status of a sci-
ence” (J. Robinson, 1964, p.25). His theory used classical economic categories
to explain the contradictory laws of capitalism and the logic of capital (i.e.,
a—b).

For Marx, value is not objective because it refers to some “thing” that tran-
scends the historical movements of capitalist societies (D. Harvey, 2006, p. 124).
Instead, value is objective because every commodity is measured by a system-
wide expression of average productivity: the socially necessary labour time of
production. By always referring to a social average, every exchange value is, un-
der competitive conditions, independent of the buyer and seller’s wills (Marx,
1990, p. 477). Moreover, individual capitalists are generally forced to play
this competitive game in a certain way: increase productivity in the production
processes they control. Thus, as Paul Baran explains in a letter to Herbert
Marcuse, the averaging of socially necessary labour time is unlike the averaging
that individuals can do in their minds:

The fact that all profits are subject to averaging in the arithmetical
sense is not the issue. Fx post for purposes of some calculations you
can average out the profits of your corner grocer and of GM—this is
of no consequence. Marx assumed—and rightly so for a competitive
economy—that the averaging out process takes place in reality (not
merely in statistics), i.e. that equal capitals earn equal returns in
different employments in reality. (Baran, 1954)

Theoretical assumptions follow from a belief in the reality of socially neces-
sary abstract labour time. The most fundamental assumption is that value is
counted in units of labour time (e.g., 5 hours of labour, 2 days of labour, ...).
This assumption is the backbone of so many of Marxism’s economic arguments,
even when they are more philosophical than empirical. For instance, formal
analyses of logical consistency and discussions of different models—from simple
commodity production to expanded reproduction—must presuppose that labour
time is a measurable quantity (e.g., D. J. Harris, 1972; Wolff, 1981). More qual-
itative theorizations of labour and capital accumulation must also rely on the
quantitative dimension of Marx’s value theory. Frequently will Marxist thought
reference equivalent commodity exchange and exploited labour time. Its qual-
itative claims still assume that capital is about the growth and appropriation
of more and more surplus value, which is the remainder of a greater sum of
produced value. And although many Marxist thinkers will have no numbers in
their writing, they might stress that there is a structural imperative to increase
the exploitation of labour (Braverman, 1998, p. 69). Things fall apart if the
implied quantities of this language can never be measured explicitly.
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Therefore, we are justified to analyze the labour theory of value according
to Marx’s own ambition to use quanta of value in his study of capitalist society.
To set the stage for this analysis, let us review a few other assumptions about
the labour theory of value and its measure of productivity.

First, value is always counted in units of abstract labour time. Whether we
are considering constant capital, the means of subsistence or any other expres-
sion of value, labour time is the unit of value:

How, then, is the magnitude of [abstract human labour| to be mea-
sured? By means of the quantity of the “value-forming substance”,
the labour, contained in the article. This quantity is measured by
its duration, and the labour-time is itself measured on the particular
scale of hours, days etc. (Marx, 1990, p. 129)

As Castoriadis (1984b) argues, this “value-forming substance” must then be
an invariant unit of measurement, just as the kilometer, as a unit to measure
distance, cannot vary with time and space. If Marxist economics lacked an
invariant unit of measurement, it would be impossible to include different cap-
italist processes under the same “economic laws” of productivity. For example,
the organic composition of capital can rise or fall with time; but this change
can only exist, let alone be understood, when any two points in the history
of capitalism are comparable with exactly the same set of formulas and units
of measure. Similarly, if Canadian and Japanese labours are each examples of
“variable capital”, they must be identical with respect to the unit of measure-
ment, which is labour time."

Aristotle (1999, bk. 1, 3, 1094b) helps us see that when Marx speaks about
value in a certain way, he is actually creating a standard for using value theory
“accurately”: “the educated person seeks exactness in each area to the extent
that the nature of the subject allows .... [I]t is just as mistaken to demand
demonstrations from a rhetorician as to accept [merely] persuasive arguments
from a mathematician”.? Thus, it is warranted to treat the following quotation
as an example of Marx relying on the mathematics of proportionality:

Let the value of the linen remain constant, while the value of the coat
changes. If, under these circumstances, the labour-time necessary for
the production of the coat is doubled, as a result, for instance, of a
poor crop of wool, we should have, instead of 20 yards of linen = 1
coat, 20 yards of linen = % coat. If, on the other hand, the value of
the coat sinks by one half, then 20 yards of linen = 2 coats. (Marx,
1990, p. 145)

As labour time can be divided, so it can be added, subtracted and multiplied.
Commodities can be added together to find the “total labour-power of society,
which is manifested in the values of the world of commodities ...” (Marx, 1990,
p. 129). We can go in the other direction and decompose an aggregate bundle
of commodities, such as the means of subsistence, into composite parts (Marx,
1990, p. 276). Likewise, since labour time is a measure of (productive) duration,
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an hour of abstract labour can be broken down into minutes of labour, just as
hours can be aggregated into days, days into weeks, etc.

Lastly, Marxism differentiates the social substance of value from the sym-
bolic expressions of a price system. This differentiation of value and price need
not take us all the way to the infamous “transformation problem”. Rather, the
philosophical foundation of Marx’s framework is just as significant. As Castori-
adis reminds us, Hegel’s influence on Marx was such that the latter did not use
the terms “appearance”, “substance” and “essence” naively (Castoriadis, 1984b,
p. 265). For Marx, value is the essence behind the appearance of equivalence—in
contrast to other economists who mistakenly confused the value-form of com-
modities with the value of commodities (D. Harvey, 2006, pp. 9 - 13).

In line with this distinction between value and its appearance, many of
Marx’s claims about the productivity of labour could never be corroborated
with just wage and commodity prices. For example, jobs of all types remunerate
work, but only some forms of labour will produce value; some commodities have
prices but no value; or, some commodities, like diamonds, have value but their
prices might never be “proportional” to their values (Marx, 1990, p. 130). In
fact, price and value are likely to diverge because the ratio between money wages
and profits and the rate of exploitation, measured in labour time, can fluctuate
independently of each other (J. Robinson, 1976, pp. 38 -42). Therefore, Marxist
political economy needs a unit of value that can be measured independently from
price. Otherwise, it remains a mystery whether values remain constant when
nominal prices remain constant, or if, beneath a stable level of prices, values are
growing or shrinking.

Having established that the objectivity of value is key to Marx’s theory
of value, we can begin to subject Marxism’s productivist approach to a stress
test. In particular, we can assess the usefulness and clarity of the labour theory
of value when it is applied to the production, circulation and consumption of
culture under capitalism.

3.3 Reducing concrete labour

From the perspective of Marxist economics, any productive process in the cap-
italist mode of production—whether it takes place on a movie set, a car factory
or a chemical plant—valorizes its commodities with the same “value-forming
substance”. Consequently, the concept of abstract labour is a keystone of the
Marxist framework. It is the basis for the exchange of two commodities that are
otherwise incommensurable with respect to their use values and the “formative”
elements of their concrete labour. For example, the concrete qualitative differ-
ences between tailoring and weaving can be abstracted away, which uncovers
the same human labour in an abstract, “physiological sense”: they are each “a
productive expenditure of human brains, muscles, nerves, hands, etc.” (Marx,
1990, p. 134).

The concept of abstract labour is Marxism’s common denominator for com-
parisons of productive duration. However, using the concept of abstract labour
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is not as straightforward as it first appears. There are methodological questions
concerning how one reduces concrete labour to abstract labour. With respect to
mass culture, a key methodological problem involves the nature of artistry and
the use of creativity in cultural production. These aspects confound the mean-
ing of abstract labour and, consequently, Marxist approaches to the economics
of mass culture.

3.3.1 The Creativity and Artistry of Cultural Production

The creativity of the human imagination is not exclusive to cultural or artistic
labour.?® Yet, in the realm of art and culture, the problem of reducing concrete
creativity to abstract labour is acute. It is unclear what becomes of the creative,
artistic and immaterial elements of cultural production when artistic labour
is subsumed under capital and abstracted according to the forces of socially
necessary abstract labour time.

By formulating a gemneral theory of capital, Marx excluded works of art for
being exceptional commodities. Artistic labour was not yet, in the eyes of Marx,
formally subsumed under capital. Instead, artistic labour was in a “transitional”
stage (Marx, 1994), as it still included artists such as Milton and Balzac, who
were neither alienated nor exploited like the proletariat. The proletarian worker
loses his individuality by being subsumed under an abstract social definition
of productivity. Conversely, the “classical” individual artist is still defined by
her individual skill; she is her own measure of output and the duration of her
labour is not benchmarked against a society-wide mass of “homogeneous labour”
(Marx, 1990, p. 136). Moreover, any broad standard of artistic productivity
is potentially meaningless because artistic labour is not necessarily competing
to produce the same artwork in less time. For instance, when Picasso finished
painting Guernica in 1937, it mattered little if Guernica took ten days or ten
weeks to be completed; with no other Guernicas for comparison, it can never be
determined whether the time it took Picasso to paint this unique artwork was
socially necessary. And without a determinable quantity of value on the basis
of abstract labour time, the exchange value of Guernica cannot be expressed as
x coats, y yards of linen, z pounds of coffee, etc.*

The “transitional stage” of Marx’s time has carried over into the contem-
porary era of artistic work, at least in a very important aspect: some artists,
by virtue of fame or talent, receive large sums of money for the concrete labour
they perform as individuals. Thus, the nature of their concrete artistic labour
actually affects our understanding of the role of “joint-work” in mass culture.
Rather than making it easier to claim that artistry and creativity are beholden
to socially necessary abstract labour time, joint-work in mass culture retains
aspects of classical bourgeois art. For each branch of mass culture-music, film,
theatre, etc.—some artists draw (high) wages because their proper names are
famous—just like the names of Milton, Balzac or Picasso. John Cleese, for in-
stance, is an exemplary comedian who cannot be substituted with even Michael
Palin or Terry Jones, two other members of Monty Python. Thus, can we even
abstract the so-called homogenous element of Cleese’s labour if we remove his
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concrete individuality from his performances? He was on the BBC and in plenty
of movies because his brain, his nerves and his muscles produced comedy.

Some theorists recognize that artistic labour is a tricky exception to labour
under capitalism, but also do not think that the concreteness of artistic labour
is a methodological problem. Instead, the irreducible concreteness of artistic
labour is said to demarcate where the accumulation of capital from culture
reaches its real social limits. For instance, Ryan argues that art’s incompatibility
with the Marxist definition of abstract labour creates a contradictory labour-
capital relationship:

Unlike many other types of workers, capital is unable to make the
artist completely subservient to its drive for accumulation. The
reason is simple. Since art is centred upon the expressive, individ-
ual artist, artistic objects must appear as the product of recogniz-
able persons; the concrete and named labour of the artist is always
paramount and must be preserved. As socially constituted, artists
appear to capital as the antithesis of labour-power, antagonistic to
incorporation in the capitalist labour process as abstract labour ....
[The] artist represents the special case of concrete labour which is
ultimately irreducible to abstract value. (Ryan, 1992, pp. 41-44)

However, methodological questions still linger. Even if Ryan is justified to claim
that the concrete particulars of artistic production cannot, by definition, be
flattened into simple abstract labour, how do we avoid applying this definition
arbitrarily or tautologically (e.g., an artist is someone who makes art)? Who is
an artist and who is not?

Much like a drop of ink in a glass of clear water, the very idea that some
creative labour is irreducible to abstract labour dirties the whole picture of con-
temporary cultural production. For instance, I personally agree with the praise
Agee (2005) gives to the four most recognizable comedians in the era of silent
cinema—Charlie Chaplin, Buster Keaton, Harold Lloyd and Harry Langdon—but
where is the objective platform for me to state firmly that none of their con-
crete labour translates into socially necessary abstract labour time? What if
someone thinks that, of the four, only Chaplin and Keaton are artists? This
second discrimination implies that the labour times of Lloyd and Langdon were
formally subsumed under capital as abstract labour time. Or what of artists
who, while exceptional in their craft, will never have the same publicity as
movie stars, or prize-winning writers, pop singers and fashion designers? The
whole idea of “irreducibility” plays on our imagination that recognizable artists
stamp “signatures” onto their works. And how will value theory account for cul-
tural commodities that can sometimes involve the labour of hundreds? What
about the “background” work of exceptionally talented film composers, make-up
artists, set designers and others? How do we decide which background artists
are famous enough for their labour to fall outside of abstract labour? Does the
theoretical place of someone like Hans Dreier depend on whether moviegoers
recognize his name?
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To some, these questions might appear as being pedantic. However, a solid
definition of abstract labour is key to Marxism’s argument that, when subsumed
under capital, the expenditure of labour is valued not by its own duration, but
according to socially necessary labour time. The latter is a competitive bench-
mark; it forces capitalists to keep designing and redesigning their manufacturing
processes on the basis of what, at each moment in time, is deemed socially nec-
essary. Moreover, these redesigns can only be said to follow the laws of value if
it is possible to find where productive processes, denominated in abstract labour
time, deviate from competitive averages. For instance, Marx argued that if a
“capitalist has a foible for using golden spindles instead of steel ones, the only
labour that counts for anything in the value of yarn remains that which would
be required to produce a steel spindle, because no more is necessary under the
given conditions” (Marx, 1990, p. 265). Therefore, if it is unclear how artists
of various types are even treated as abstract labour, it is also unclear how one
could establish that a type of production in mass culture is in “excess” of so-
cially necessary abstract labour time. This issue resurfaces when we come to
the concept of productive labour.

3.3.2 Complex Labour

Even if we assume that artistic creativity poses no problems for the accumulation
of capital from mass culture, methodological issues still plague the concept of
abstract labour. Key among these issues is the requirement that complex labour
be reducible to simple labour.

Anticipating that abstract labour time would be the common denominator
of differently skilled jobs, Marx argued that skilled labour time is only ever a
multiple of simple labour (Marx, 1990, p. 137). Simple labour is “the labour-
power possessed in his bodily organism by every ordinary man [sic.], on the
average, without being developed in any special way”. Simple labour may vary
“in different countries and at different cultural epochs, but in a particular society
it is given”. It is crucial that the simple labour of a particular society can be
measured. Every type of complex labour is only, according to Marx, “intensified,
or rather multiplied simple labour, so that a smaller quantity of complex labour
is considered equal to a larger quantity of simple labour” (Marx, 1990, p. 137).

Finding the simple-complex ratio is undermined in at least two ways. First,
it is far from straightforward how we can establish which type of labour is
simple labour. Does society possess an existing labour process that lacks even
the smallest degree of skill? Moreover, is simple labour even isolatable?® If
simple labour is mixed with any amount of complex labour, we cannot count
hours of work and treat them as a benchmark for simple labour (Nitzan &
Bichler, 2009, p. 141). Instead, we must first know the quantitative relationship
between complex labour and simple labour—i.e., by how many multiples complex
labour is already a quantity of simple labour: “Socially necessary labour-time
is the labour-time required to produce any use-value under the conditions of
production normal for a given society and with the average degree of skill and
intensity of labour prevalent in that society” (Marx, 1990, p. 129).
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Second, it is problematic to reduce complex labour to simple labour from
both the input and output sides of production. Reduction from the input side
must identify the value of the education and training processes that turn simple
labour power into complex labour. For example, Hilferding (1966) argued that
the ratio of complex to simple labour is equivalent to the costs required for
labour power to develop its skills. However, Hilferding presumes not only that
education and training can already be counted in units of simple labour, but
also that the only countable “hours” of education are the ones that capitalists
eventually pay for. In other words, formal education has a price and it theo-
retically enables a skilled worker to command a higher wage; simple labour can
then be found by dividing the value of complex labour by the total labour time
of schooling and professional certification. Unfortunately, skill development in
a person cannot be isolated this way. To say nothing about how one would
account for the qualitative differences between schools that educate people for
the same types of work, there is a great sea of “informal” education: one’s fam-
ily, community and culture. These layers of socialization are instrumental to
the performance of complex labour, but, in terms of value, they are all obscure
because they are free (P. Harvey, 1985; Nitzan & Bichler, 2009).

The presence of free, indirect and non-commodified education undermines
the logic of equating the complexity of skill with its costs of development. Just
as problematically, Hilferding presents the transfer of value from skilled labour
as a linear process:

Regarded from its standpoint of society, unskilled labour is latent
as long as it is utilized for the formation of skilled labour power.
Its working for society does not begin until the skilled labour power
it has helped to produce becomes active. Thus in this single of the
expenditure of skilled labour a sum of unskilled labours is expended,
and in this way there is created a sum of value and surplus value
corresponding to the total value which were requisite to produce the
skilled labour power and its function, the skilled labour. (Hilferding,
1966, p. 145)

With respect to the labour pool behind cultural production, there are too many
alternatives to developing skills linearly, especially because this “path to skilled
labour” is said to terminate at the point when a capitalist remunerates past edu-
cation and training. What of internships, apprenticeships or any other training
that is not exactly or only partly paid for by a future employer? Or what if,
from year to year, the borders between work and education are increasingly
blurred? Film directors, for instance, could have gone to film school, but they
can also receive a lifelong education from repeated collegial support or from an
endless love of old and new cinema. In such an atmosphere, skills development
is not always paid for, and a cycle of ongoing education is missing from the
initial purchase of complex labour.

Reducing skilled labour from the output side is also problematic . As Nitzan
and Bichler (2009) point out, wage income is the only quantitative measure avail-
able to compare qualitatively different skills. Consequently, price differentials
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would be explaining the distribution of complex labour power, rather than the
other way around. If we extend this logic to labour in cultural production, the
great inequality of wage income suggests that a celebrity earning $20 million
per year is producing 250 times the value of someone earning $80,000 per year,
who herself is producing four times the value of someone earning $20,000 per
year. The theoretical implication that celebrities create 1,000 times more value
than someone who earns $20,000 is not problematic simply because the multi-
ple is large. Without a means to measure abstract labour directly, we actually
cannot determine whether this multiple is too big or too small. And depending
on the celebrity, our estimated ratio is undermined even more: his or her pos-
session of “skill” might be a debatable point. There is no school to become a
certified famous person and we are now in an age where people complain about
high-income celebrities having no discernible skills whatsoever. Meanwhile, the
majority of working artists, who have actually paid to have formal training in
art, are likely to be paid far less for the same output of entertainment.

According to D. Harvey (2006), these criticisms of the complex-to-simple-
labour reduction miss the mark because they take the wrong perspective. Too
much focus on skilled labour, according to Harvey, risks overlooking how the
“reduction from skilled to simple labour is more than a mental construct; it
is a real observable process, which operates with devastating effects upon the
labourers” (D. Harvey, 2006, p. 59) In other words, capitalism’s real push to
mechanize and de-skill labour will eventually short-circuit the complex-simple
problem:

The essential measure of the reduction of skilled to simple labour lies
in the degree to which capitalism has created skills that are easily
reproducible and easily substitutable. All of the evidence suggests
that this has been the direction in which capitalism has been moving,
with substantial islands of resistance here and innumerable pockets
of resistance there. To the extent that the reduction of skilled to
simple labour is still in the course of being accomplished, we have
to conclude that capitalism is in the course of becoming more true
to the law of value implied in its dominant mode of production.
(D. Harvey, 2006, emphasis added)

While it is politically important to critique any systemic process that is repres-
sive, our methodological problem about simple labour is not erased. At least
with respect to cultural production for mass culture, the need for some degree
of artistic skill dirties the cleanliness of Harvey’s argument.

For Harvey, Marx’s method of only using measures of “simple labour” is
“reasonable” because we can observe capitalists breaking and repressing any
skill that workers could monopolize. For the case of mass culture, however,
it does not appear that the goal is to flatten artistry to the point that every
artist is replaceable and creative inputs are all substitutable. The capital-labour
relationship of cultural production is still antagonistic (Gill & Pratt, 2008), but
the point against Harvey is that the business of mass culture seeks to embrace
and exploit rather than repress and destroy the complex skills of artists who
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have a virtual monopoly on their fame, image and singular qualities (Hozic,
2001; Ryan, 1992).

In fact, our scepticism of Harvey’s claim should go beyond the scope of
cultural production in the twenty-first century. Harvey’s interpretation of simple
labour builds from Marx’s main object of study: nineteenth-century industrial
manufacturing. Because labour processes in the “dark satanic mills” of the
nineteenth century were often simple and monotonous, it was reasonable for
Marx to assume that an industrial process can substitute the labour power of
one worker for another. Since Marx’s time, however, it has become difficult
to assume that simple labour will become a universal characteristic of every
modern labour process. Jobs in the culture industry, like many of the jobs
in engineering, law, medicine, science and research, are now complex, even in
their most “simplified” or controlled forms. Moreover, the mechanization of
work does not ipso facto leave workers to act as machinery’s simple appendages
(Giedion, 1948). Some workers must suffer through brutally monotonous jobs
but others need the qualities of “alertness, responsiveness, an intelligent grasp
of the operative parts: in short .. [to be] an all-round mechanic rather than a
specialized hand” (Mumford, 2010, p. 227).

3.4 Productive versus Unproductive Labour

The Marxist labour theory of value requires that theorists can discriminate
between productive and unproductive labour. In this case, “productive” refers
specifically to the creation of surplus value, and never simply to the physical
or mental production of use-values (Mandel, 1976, p. 33). Thus, by definition,
the distinction between productive and unproductive labour is fundamental to
the overall coherence of Marxist economics (Mohun, 1996, p. 31). If we cannot
identify where productive labour occurs, we do not know whether all, some, or no
labour processes are valorizing capital, which is said to occur when production is
carried beyond “the point where the value paid by the capitalist for the labour-
power is replaced by an exact equivalent” (Marx, 1990, p. 302).

Just as it did for abstract labour, cultural production complicates the dis-
tinction between productive and unproductive labour. Theoretically, the Marx-
ist definition of productive labour should be consistent across business sectors,
including cultural production. In fact, Marx sought to be consistent by explain-
ing why a “literary proletarian” is productive, while John Milton, the great epic
poet, was unproductive:

Milton, for example, who did Paradise Lost, was an unproductive
worker. In contrast ... the writer who delivers hackwork for his
publisher is a productive worker. Milton produced Paradise Lost
in the way that a silkworm produces silk, as the expression of his
own nature. Later on he sold the product for £5 and to that extent
became a dealer in a commodity. But the Leipzig literary proletarian
who produces books, e.g. compendia on political economy, at the
instructions of his publisher is roughly speaking a productive worker,
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in so far as his production is subsumed under capital and only takes
place for the purpose of the latter’s valorization. (Marx, 1994)

Unfortunately, Marx’s example does not help explain productive work in mass
culture. Even if all productive cultural work were “hackwork” created for profit,
the lines between production, circulation and, for some, consumption have been
blurring since the early decades of the twentieth century. Therefore, it is difficult
to assess when and how different types of cultural activity are even subsumed
under capital. Advertising and marketing firms, for example, act as intermedi-
aries for productive processes that “create” value directly. But are these firms
themselves productive or unproductive? Moreover, consumers have a significant
role in creating, reproducing and circulating the meaning, symbols and images
of culture-but are these aspects economically productive?

3.4.1 Three Definitions of Productive Labour

By reviewing some of the existing literature, we find three general methods to
define productive labour in cultural production. Unfortunately, each of these
definitions has a set of methodological problems. The definitions also cannot
be combined to produce a synthesized model. As we will see, it would be con-
tradictory to combine arguments that have different assumptions about where
valorization can occur in capitalist society.

In order to retain the universality of value theory, the first definition of cul-
tural production tinkers with classical Marxism as minimally as possible (Mo-
hun, 1996; Starosta, 2012). This definition assumes that we can apply the
concept of “immediate producer” to culture and art just as we do to the pro-
duction of physical commodities like corn and grain. Terms like “immaterial
labour” or “cognitive labour” are considered small-but-reasonable modifications
for the particularities of cultural work. Overall, this definition draws clear lines
between productive and unproductive labour: productive cultural work is dis-
tinguishable from cultural activity during “free-time”, and immaterial, cognitive
or artistic labour can valorize capital when it is exploited directly. Moreover,
this definition does not modify Marx’s important distinction between the pro-
duction of value and the mere circulation of value. For example, intellectual
property rights are unproductive because they do not create surplus value.

The second definition of cultural production considers how quantitative in-
creases in advertising and marketing have transformed the mode of circulation
since Marx’s time. The newfound depth and breadth of corporate sales efforts
have, according to some, made labour within the mode of circulation produc-
tive. Ryan, for instance, argues that processes of circulation, like advertising
and aesthetic design, have become indispensable to “the conservation of use-
value of commodities” (Ryan, 1992, p. 64). “Immediate producers” still exist,
but the circuit between immediate producers and consumers is only completed
by the work of sales promotion, which can include “advertising, variation of the
products’ appearance and packaging, ‘planned obsolescence’, model changes,
credit schemes, and the like” (Baran & Sweezy, 1966, p. 115).
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In contrast to the first definition, this conceptualization of productive labour
seeks to incorporate the broader social world into the economic value of mass
culture. As Bohm and Land (2009) argue, the “classical” definition of productive
labour excluded far too much:

Teaching and education in general are clearly part of the repro-
duction of capitalist value, and should therefore not simply be re-
garded as “unproductive labour”. In a similar way, feminist writers
have pointed to the usually unwaged reproductive labor of women
doing housework and care work. Equally, we would suggest that
artists and cultural workers contribute to the production of cap-
italist value while falling outside traditional Marxist categories of
“labour”. (Bohm & Land, 2009, p. 87)

If the second definition expands beyond traditional Marxist categories by one
or two degrees, the third definition’s expansion is much more significant. In the
second definition of productive labour, the valorization of cultural commodities
still takes place in the “hidden abode” of privately owned firms, even if this
abode now includes advertising, marketing and other aspects of the corporate
sales effort (Buzgalin & Kolganov, 2013). By comparison, the third definition
of cultural production demolishes the analytical walls between production, cir-
culation and consumption. Here, consumption and consumer participation in
mass culture produce value (Arvidsson, 2005b; Bohm & Land, 2012).

In order to have a broader view of cultural activity than the other two, the
third definition accounts for the behaviour of cultural meaning and imagery
in contemporary societies. During both work and “free-time” consumers are
participants in a broader “social factory” of cultural production (Gill & Pratt,
2008), and the ideological and social dimensions of mass culture-the attitudes,
emotions and desires of consumers—now valorize capital (Gill & Pratt, 2008;
Haiven, 2012; Lazzarato, 1996). According to Arvidsson (2005b), cultural ac-
tivity can be subsumed under capital by brand management; the latter turns
the “context of consumption” into a productive factor. Bohm and Land (2012)
share a similar perspective to Arvidsson. For example, they argue that Apple
has successfully captured consumer desire as value. By integrating its products
and brand identity into the social practices of “friendship, play, sex and even
love ... the reproduction of the cultural values and meanings invested in the
[Apple] brand, and its related communities, is secured by the active labour of
those consuming the brand and thereby valorizing the brand and contributing
to its value” (Bohm & Land, 2012, p. 230).

The third definition deviates the most from the bounds of productive labour
in classical Marxism, but its motivation to extend into the realm of consumption
is justified by the historical development of brand culture. From this standpoint,
brands and the symbols and images of mass culture are never “so much things—
material artifacts and commodities—as social relations, signifying complexes,
frames of action and subjectivity” (Bohm & Land, 2012, p. 231). For example,
Haiven (2012) claims the value of Pokémon cards is a good example of why
the value of popular cultural objects cannot be found in their costs of material
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production: “The value of Pokémon cards is clearly imagined. Even in their
initial, commodified form, a slip of mass produced, coloured cardboard is by no
stretch of the imagination ‘worth’ the money children pay for them” (Haiven,
2012, p. 15).

3.4.2 Problems with the Three Definitions

The first definition of productive labour is constructed with categorical dis-
tinctions, as its authors are trying to prevent notions of cultural value from
dissolving Marx’s “classical” picture of where and when labour valorizes capi-
tal. Mohun (1996), for example, writes at the twilight of the twentieth century,
but invokes Marx’s definition to cut between the capitalist spheres of production
and circulation: any form of labour that “brings buyers and sellers together”
is unproductive because this form of labour “produces nothing in addition to
what is already in existence” (Mohun, 1996, p. 44). Starosta (2012) uses Marx
to argue that contemporary political economy is mistaken in its belief that cap-
italism no longer needs the valorization of immediate labour processes, even in
the age of digital culture, “cognitve” labour, R&D and intellectual property. A
close reading of Marx, according to Starosta, will demonstrate these contem-
porary processes are pseudo-forms of circulation, as they can only mediate the
value of what was first created in the production of prototypes or the “first”
copies of artworks:

The value of the aggregate product [i.e., all the reproductions of
a commodity] no longer represents the simple addition of its con-
stituent elements. Instead, the total value is determined “first” and
then shared out equally by each individual commodity, which now
contains a proportional fraction of the former. (Starosta, 2012, p.
374)

Granting, for the sake of argument, that production is productive and cir-
culation is unproductive, how do we confidently apply this distinction when an
empirical reality is not clear-cut? For instance, how should we apply this aspect
of value theory to the Star Wars franchise? On the one hand, George Lucas
originally created characters, environments, objects and images for the produc-
tion of the first three Star Wars films (A New Hope, The Empire Strikes Back
and The Return of the Jedi). On the other hand, the breadth and complexity
of the Star Wars universe have grown with every creative addition since the
first three films. Is the first Star Wars trilogy the “original” commodity that
determines how every subsequent commodity of the franchise is, in the words
of Starosta (2012), an “aliquot part of total value”? How do we account for
the reuse of established characters, such as Luke Skywalker or Darth Vader?
Is value being created when reproduction takes place in another medium, such
as when the image of Han Solo (Harrison Ford) is printed on t-shirts or movie
posters? Or is this just unproductive circulation? When more characters, places
and things are added to the Star Wars universe, which aspects of the next Star
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Wars commodity are new (productive) and which ones are “already there” (un-
productive)? For instance, Darth Maul was a new villain for Episode I: The
Phantom Menace, but he is also a particular version of past universal concepts
(e.g., Jedi, the “Darth” prefix, lightsabers, the Force). What is the proportion
between the creation of new value and the transfer of past value?

It would be impossible to answer these questions about the Star Wars uni-
verse because, as Bicher and Nitzan point out, the line between productive and
unproductive moves every time something manifests advertising-like qualities:

. take advertising. Undoubtedly, this activity is designed to pro-
mote sales. But what about the incessant remodeling of automobiles,
clothing, detergents, cosmetics, architecture, news media and what
not-remodeling that according to some estimates accounts for over
25 per cent of the cost of production? Given that the main purpose
here, much like in advertising, is to enhance circulation, shouldn’t
we consider the labour put into such remodeling to be unproductive
as well? Paradoxically, even a positive answer would not solve the
problem here. After all, any new product characteristic can persuade
people to buy, so how do we distinguish between the advertising-like
aspect of remodeling that merely circulates existing values and its
productive aspect that by definition creates new values? (Nitzan &
Bichler, 2009, p. 113)

The second definition of cultural production appears to circumvent this issue
by stating that the mode of circulation is, in fact, productive. However, we now
face another difficult question: how would we know when and to what extent
labour in the capitalist mode of circulation is productive?

As we saw above, some Marxist theorists argue that the mode of circula-
tion is productive because marketing, branding, artistic creativity and design
are currently necessary parts in the creation of value. The so-called necessity
of it all, however, is difficult to determine. Take, for example, the decision to
pay someone like Jennifer Lawrence $10 million to star in the next big action-
adventure blockbuster. On top of this high wage cost, there are the added costs
of promoting Lawrence’s involvement. Does all labour surrounding Lawrence
add value to the commodity, the movie? Step one is to determine whether the
capitalist purchase of Jennifer Lawrence’s labour power was necessary. Unfor-
tunately, this determination requires that we first know the subjective attitudes
of consumers. If the commodity in the mind of the average customer was “a
Jennifer Lawrence movie”, then the cost of hiring her was necessary for accu-
mulation. And if the promotion and advertising had changed people’s minds
about seeing “a Jennifer Lawrence movie”, then this labour of circulation might
be considered productive as well. But if it is also possible that moviegoers will
watch the movie for entirely different reasons—e.g., “I just wanted to watch a
good popcorn movie and I don’t care who the lead actor is”—then it is less clear
whether all of the labour necessary to circulate the aura of this Hollywood star
was necessary and, thus, a productive input.°
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This methodological confusion about “productive” circulation is exacerbated
by the existence of coercive force within capitalist societies. Structural and
institutional-based repression unravels any simple one-to-one relationship be-
tween consumer behaviour and the labour costs of corporate sales efforts. People
are certainly bombarded with advertisements every day, but it is nevertheless
difficult to determine whether exercises in glossy advertising or branding are nec-
essary, partially necessary, or superfluous to capital accumulation.”Blind spots
persist because it is also possible that the length of the working day, stagnant
wages, the social division of labour, and the political and environmental con-
ditions of society cause consumers to buy into mass culture. For instance, the
largest media firms benefit from what Marx discovered in 1844, namely, that the
persistence of alienated labour causes us to dislike labour and treat time away
from work as a sanctuary from both physical and mental effort (Marx, 1988, p.
76). Additionally, the sales of mass culture rely on the institutions and social
relations that can act as indirect conduits for business interests. Through the
family unit, social taboos, a hierarchical distribution of scarcity and the con-
trol of technological innovation by vested interests, the instinctual energies of a
population are, to varying degrees, already deflected into “socially acceptable”
forms of sexuality and pleasure (Horowitz, 1977, 1987; Marcuse, 1966).

The third definition assumes that consumer activity is also a productive
input in the valorization of cultural commodities. Consequently, a measure of
productivity must extend far beyond the walls of factories and workplaces. In
the age of what Arvidsson calls “informational” capitalism, much “of the value
of brands derives from the free (in the sense of both the unpaid and autonomous)
productivity of consumers” (Arvidsson, 2005b, p. 130). Capitalists are said to
appropriate this broad influx of value “by positing the brand as a kind of virtual
factory, by giving labour a place where its autonomous productivity more or less
directly translates into feedback and information.”

As with the second definition, the third definition is shaped by a thematic
interest in ideology, cultural meaning and social desire. In itself, this interest
is reasonable. What is concerning is the moment when this theoretical interest
causes theorists to jump feet-first into economic assumptions about productivity.
The third definition needs to develop a reliable economic measure of consumer
valorization, but, problematically, this broader conceptualization of immaterial
and cultural value resorts to a modified version of revealed preferences. Coined
by Paul Samuelson, “revealed preferences” is a neo-classical term that uses the
act of choosing one good from alternatives to define the utility of one’s prefer-
ences. Utility cannot be measured directly but, by assuming that utility drives
behaviour, an individual’s choice to purchase a good will “reveal” the utility
of this behaviour, relative to available alternatives.®Thus, like the detective of
Edgar Allan Poe’s “The Purloined Letter”, the neo-classicist must deduce the
whereabouts of its lost item (utility) from things it can observe (people buy-
ing goods at certain prices). Yet, unlike a stolen letter that exists separately
from its owner, the “shape” and “size” of utility does not exist independently
of the utility-price relationship. Thus, the proof of revealed preferences runs
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into problems because the economist has to assume the autonomy of individual
choice will allow us to see utility through the lens of prices. For instance, the
neo-classicist must determine that the market is in a state of perfectly competi-
tive equilibrium; prices would not, without this condition, cleanly reveal utility.
Moreover, this logic uses “observed” consumer behaviour to determine where
utility lies, when utility is meant to be the subjective cause of consumers having
demand for goods. By going in reverse, the proof presupposes that each act of
consumer choice is always a rational comparison of utility.

The third definition relies on the idea of revealed preferences because so
much of its so-called consumer valorization is obscure—as even proponents of
the third definition admit (Bohm & Land, 2012, p. 130). Moreover, the quan-
titative categories of productivity, such as labour time, are inapplicable to the
desires and emotions of consumer behaviour. Two people own Adidas shoes, for
example. Do they valorize the Adidas brand equally? Do obsessed fans of the
Harry Potter novels produce more value than those who read and enjoy the sto-
ries with much less intensity? Does so-called value-producing consumption need
to be reduced to simple labour? Is consumption a skill that can be possessed to
varying degrees?

As a consequence of these potential confusions, the makeshift solution is to
work backwards, by first looking at prices. One solution is to treat immaterial
value as a residual, where brand value is a firm’s market price minus its tangible
assets. Problematically, however, this arithmetic still requires that brand value
is the proven effect of consumer desires and attitudes. In other words, brand
value is the pricing of the future earning potential and risk of brand equity, which,
under these assumptions, is comprised of all of the productive processes, both
inside and outside the firm, that go into establishing brand loyalty and consumer
preferences (Moor & Lury, 2011; Willmott, 2010). For example, the problem
with finding “real” consumer valorization by working backwards is present in
Willmott’s theorization of YouTube’s worth:

YouTube was acquired by Google for $1.65bn in 2006 when it had
just 65 employees. That is a potent illustration of how the labour of
user-consumers built the brand equity of YouTube that was turned
into brand value. The proceeds of the sale of YouTube were shared
amongst those legally credited with owning the site ... to the exclu-
sion of those who provided its content and built its reputation. The
capitalist state ensured that, legally, the co-producers of YouTube’s
brand equity had no entitlement to the dollar value generated by
their labour. (Willmott, 2010, p. 527)

Willmott is updating a Marxist theory of appropriation: the shareholders of
YouTube were making it rich on the appropriation of labour time, which in this
case came from the users that made and uploaded content for free. The sugges-
tion that Google paid $1.65 billion for the sum of all contributing productivity,
however, must also imply that consumer labour could have been paid for its
inputs if it had not been appropriated as surplus value. Yet, the insights of
another economist, Thorstein Veblen, help us recognize that, once again, this



78 CHAPTER 3. CAPITAL AND MASS CULTURE

perspective on labour inputs presumes that price will cleanly reflect each indi-
vidual input’s value contribution. As with other processes in modern industry,
the labour of cultural goods cannot simply be deconstructed into atomistic, de-
finable factors of a production function. The complexity of modern industry and
the mixture of different commodities in the same production processes blur the
lines that would allow us to say that each input contributed a definite quantity
of value (Veblen, 2006a, 2006b).

Moreover, the productivity-based approach is undermined by the large free
“common stock” of knowledge and ideas, which are repeatedly used to produce
objects and ideas (Veblen, 2006b). For instance, the making and uploading of
a basketball video on YouTube would never simply be about the labour time
of the filmed basketball players or the user who makes, edits and uploads the
content. Rather, this productive process of sharing a video on the Internet is
dependent on an enormous complex of factors in computer, electrical and me-
chanical engineering. Moreover, a video on basketball depends on the existence
of this sport, which was invented (for free) by James Naismith and developed
from knowledge in material science, organizational behaviour and the biological
capacities of human beings. Additionally, any commentary in the video would
rely on a shared human language, such as English or Japanese. The simple idea
that the maker of the YouTube basketball video is tacitly relying on the history
of a sport and the productivity of semi-conductors, binary logic, the invention
of synthetic rubber, language, mathematics and so much other modern technol-
ogy to create and upload a single digital product is Veblen’s point about the
immeasurable productivity of our common stock. The social and technological
foundations of modern production render isolated definitions of productivity
meaningless. Conversely, many of the precursors of industrial creation are, by
virtue of being shared social knowledge, free to all, including businesses. Capital
value, in contrast, stands on the aspects of industrial capacity that have been
made exclusive through the social-legal institution of private ownership. These
aspects—the exclusive right to advertise and sell data to others—are what make
YouTube an asset to Google. The future earnings of YouTube still depend on all
of the social relations that are relevant to making this website a virtual commu-
nity, but the capital value is attached to the copyrights, patents and ownership
titles that allow Google to sell access to what is now withheld from society at
large (Veblen, 2004).

The makeshift use of “revealed preferences” is also found at the level of
individual consumption, whereby the “premium” price reveals the desires and
emotions of consumers who are willing to pay. This “premium” is the new
use-value of branded cultural commodities:

On a first and most basic level, consumers pay for access to a brand.
Within marketing and accounting literature this is usually conceived
as the “premium price” that consumers pay for a branded item, with
respect to a “comparable” non-branded item (a Nike shoe versus an
anonymous shoe, for example). What consumers pay for is access to
the communicative potential of the brand, the possibility of inserting
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the brand in their own assemblage of compatible qualities. The
use-value of the brand for the consumer is its value as a means of
communicative production. (Arvidsson, 2005a, p. 250)

To look at price and work backwards, however, is to employ a faulty logic
whereby the value of ideology and other immaterial qualities must be revealed
through the prices people pay for consumer goods. The explanation is supposed
to go the other way: how do ideology, desire and other immaterial aspects of
consumer behaviour cause prices? Can the so-called productive value of con-
sumer behaviour be verified independently of market prices? Moreover, defining
the premium price of Nike shoes with a comparison to an “anonymous shoe”, is
problematic if it is not so easy to find a “pure” brand-less item that can act as
an objective benchmark for differences in value, which we have still not found.
For instance, many countries associate luxury and pleasure with the ownership
of expensive cars, but where is the generic, anonymous car to reveal to me
the value differential of a BMW, Mercedes or Lexus? Even the “average” car,
whatever that may be, is branded property.

3.5 Conclusion

This chapter focused its criticism on the application of the Marxist labour theory
of value in the realm of culture, but not in order to reject the social philosophy
of historical materialism in toto. Instead, the goal has been to explain where
and how studies of capital accumulation and the business of mass culture can
entangle themselves with questionable assumptions about the measurement of
socially necessary abstract labour time. Mass culture is a good example of how
entangled an economic theory can get. When trying to see the value of culture
as magnitudes of productive inputs, one must answer a long series of questions
about how to know which element of culture can even be accumulated as value.

In the survey of Marxist political economy, we came across many thinkers
who were not naive about the significance of value theory. We also witnessed in-
stances of nuanced theoretical analysis; few Marxist political economists would
be unaware of critiques about the reduction of concrete labour to abstract labour
or the differentiation between productive and unproductive labour. Neverthe-
less, I believe this chapter demonstrates the need to develop and use entirely
different assumptions about the nature of capital. Why go to this extreme?
Using the labour theory of value to explain the accumulation of capital from
cultural production forces one to dissect labour, creativity and the social envi-
ronment of culture according to a definition of productivity. This dissection is
ultimately subjective, as theorists are not measuring value in culture (indepen-
dently of prices) but instead making categorical claims about where valorization
occurs (behind the appearances of prices).

This subjective approach to explaining productive valorization might not
always be visible, but we can see it when we remember that socially necessary
abstract labour time is defined as an objective substance. Thus, every time
a theorist claims that, by definition, a type of production is either inside or
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outside the labour theory of value, it is assumed that, in reality, the mechanics
of the entire value system are arranged in the same way. Make the claim,
for example, that culture cannot be properly subsumed under capital, and you
imply that, objectively, vast swaths of capitalist society are not producing value.
If one claims instead that consumers valorize capital with immaterial labour, one
must commit to the objective existence of a “social factory”, whereby capitalists
can capture desires and pleasure as units of socially mecessary abstract labour
time. Otherwise, how would capitalists, in a world where Marxist economics is
correct, accumulate capital from consumer desires?

Unfortunately, without a method to test interpretations of value indepen-
dently from prices and without adding more assumptions with ontological defi-
nitions of what is and is not productive, we are stuck looking for reassurance like
Irimias in Krasznahorkai’s Sdtdntango, who observes aloud in a police station
that, “The two clocks say different times, but it could be that neither of them is
right” (Krasznahorkai, 2012, p. 23). The way forward, in my opinion, involves
putting power at the centre of a theory of capital. From this perspective, we
gain the freedom to rethink how aspects of society—ideology, desire, signification,
intellectual property rights, nationalism and many other political processes—are
just as important for accumulation as labour and machines are. Investment
will still involve some type of production, and the treatment of labour under
capitalism still matters socially and politically. But our methodology does not
tangle itself in the idea that capital is a magnitude of productivity. Instead, a
theory of capitalist power can continue to account for the ways in which firms
use the repressive elements of their institutional power to profit on the basis on
their strength.



Chapter 4

A power theory of mass
culture

4.1 Introduction

Chapters 2 and 3 focused on the limitations of the Marxist framework. These
limitations stem from Marxism’s method of defining the economics-politics re-
lationship in capitalism. The Marxist concept of capital privileges labour on
the assumption that magnitudes of capital are essentially measures of economic
productivity—in this case, labour time. Thus, for all of its dialectical insights,
and despite the strong desire for Marxism to account for many social dimensions
of capitalist society, economics and politics must ultimately be analytically sep-
arable according to this assumption. In the final analysis, surplus value, the
object of capitalist appropriation, is defined as the product of exploited labour
time, nothing else.

Marxism has, by its own definition of capital, committed itself to the ar-
gument that, within the dense composition of capitalism, nothing other than
the abode of production, however defined, is the so-called “real” source of value.
Other aspects of modern business, like finance, are deemed to operate with quan-
tities of fictitious capital, and the state and other institutions of civil society
are understood to only ever promote or assist capital accumulation as external
forces. As with neo-classical economics, this method of delineating economic
activity makes it difficult for Marxism to explain the relation between nominal
prices and real economic values—a difficulty that is connected to the empiri-
cal problem of isolating a pure measure of productivity in reality. Unlike the
conservative presentation of “distortions” in neo-classical economics, Marxism
inadvertently hides this problem within a dialectical framework that aimed at
studying the capitalist totality.

Labour is certainly an important factor to any comprehensive study of cap-
italist mass culture, but it is our assumptions about economic productivity and
not the ubiquity of wage labour that tells us we have to look at the latter in
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terms of productive output. Therefore, if we use entirely different assumptions
about capital accumulation, we might be able to create stronger links between
profit, creativity and the social composition of mass culture. Stronger links
reside, I believe, in a political economic approach that uses an alternative to
the Marxist concept of capital. The capital-as-power approach, first developed
by Bichler and Nitzan, will be the basis of this book’s power theory of mass
culture.

Bichler and Nitzan conceptualize capital accumulation as a mode of power.
Various elements to this mode of power, such as the strategic sabotage of in-
dustry and the capitalization of expected earnings, will be presented to the
reader in the second half of the chapter. The first half is preparatory. It will
survey theoretical precedents and provide examples that relate to a power the-
ory of mass culture. This preparation is not occurring because the content of
the second half is difficult to understand. Rather, it is my experience that the
captial-as-power approach is easy to misinterpret, intentionally or accidentally.
A longer route to Bichler and Nitzan’s writings will give us the material to see
how, by comparison, the capital-as-power approach is taking steps to create a
political economic project, which can grow in both its theoretical and empiri-
cal dimensions. Others might conceptualize the existence of power in capital
accumulation; but few are, like Bichler and Nitzan, carefully considering how
concepts would transform into research questions, how research questions would
require empirical methods, and how empirical methods would measure capitalist
power.

4.2 Theoretical precedents

While the path to breaking the dualism between economics and politics lies in a
concept of capital that is different from what is found in Marxist frameworks, the
latter does contain ideas that we can use to begin our journey. Within a broader
methodological debate about how to theorize culture, Marxist political economy
often presents itself as the best method for studying the effect of power on the
cultural aspects of capitalism. This interest in power, despite our deeper issue
with the labour theory of value, can help explain the role of control and authority
in the creation of culture and the circulation of meaning. Thus, by reviewing
some of these Marxist approaches to power and culture in capitalism, we travel
towards a political economic framework that uses a concept of capitalist power
to rethink the nature of capital accumulation.

4.2.1 Cultural studies v. Marxist political economy

In the March 1995 issue of Critical Studies in Mass Communication, a “Col-
loquy” between academics addressed theoretical issues that tended to divide
leftist theories of culture into two groups. For the sake of simplicity, the groups
had generic titles. One group was called “political economy” and the other was
called “cultural studies”.
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One of the participants, Nicholas Garnham, made the case for using Marxist
political economy in the fields of culture, communication and media. For Gar-
nham, the discipline of political economy is effective in criticizing the capitalist
character of culture and communication (Garnham, 1995). Marxist political
economy performs this function by connecting the ideological qualities of cul-
ture to its historical mode of production. This theoretical link between ideology
and material structure is the means to investigating how “a delimited social
group, pursuing economic or political ends, determines which meanings circu-
late and which do not, which stories are told and about what, which arguments
are given prominence and what cultural resources are made available and to

whom” (Garnham, 1995, p. 65).

Garnham uses his understanding of Marxist political economy to correct
what he thinks cultural studies misunderstands in this debate over methodol-
ogy. Cultural studies is similarly interested in power, but its analyses of culture
have, in the eyes of Garnham, hastily rejected the methods of Marxist polit-
ical economy. Scholars on the side of “cultural studies” show a lot of dislike
toward the “economistic” or “reductionist” aspect of Marxist political economy
(Garnham, 1995, p. 62). This dislike biases the ways cultural studies interprets
Marxism concept of the capitalist superstructure, the “place” that houses cul-
tural activity. Cultural studies scholars like Stuart Hall and Angela McRobbie,
as cited by Garnham, believe that there is a correlation between Marxism’s
economic determinism and its problematic arguments about the so-called “false
consciousness” of ordinary people (Garnham, 1995, p. 62).

Robert Babe, who refers to this colloquy in his book Cultural Studies and
Political Economy, returns to this war over method because, as of 2009, “the
fields remain riven” (Babe, 2009, p. 6). According to Babe, cultural studies is
a “multidisciplinary study of culture” that “refers to arts, knowledge, beliefs,
customs, practices and norms of social interaction”. This approach differs from
political economic theories of culture, which focus on “the economic, financial
and political causes and consequences of culture” (Babe, 2009, p. 4). Sim-
ilar to Garnham’s argument in 1995, Babe claims that the post-structuralist
turn within cultural studies was the unfortunate effect of other scholars believ-
ing that political economists had mishandled the immaterial aspects of culture.
Like Garnham, Babe argues that political economy is unfairly indicted for en-
gaging in economic reductionism and for not “inquiring into the ideological and
interpretive practices of audiences” (Babe, 2009, p. 4).!

The arguments of Garnham and Babe certainly aim to defend their inter-
pretations of Marxist political economy.?Beyond their more particular interests
in Marxism, however, they make a particular argument that interests us here—
that cultural studies and political economy should reconcile and integrate their
methods to study power. A political economic analysis of the “structure of
domination” is the solution to problematic instances when “the source of power
remains, in general, opaque” (Garnham, 1995, pp. 67-69). The “cultural indus-
tries” are examples of these “structures and organization of power” and their
mysteries are clarified with a method that draws links between the “power re-
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lations embedded in the production, distribution and consumption of cultural
forms as commodities” and “the use-value of that commodity to the consumer”.
With links of this kind, a critical analysis of culture is able to juggle both the
symbolic and material aspects of capitalism in a single unified theory. Similarly,
Babe argues that a holistic method is effective at analyzing modern culture as
a political economy of power and control: “.. the median and dialectical posi-
tion ... acknowledges mutual interaction and mutual dependency in the systems
theory sense among culture, economy, and polity/policy” (Babe, 2009, p. 8).

4.2.2 Adorno

According to Babe, a prototype of a political economy of power can be found
in the cultural writings of Adorno. The interdisciplinary qualities of Adorno’s
writings on culture demonstrate that it is

insufficient merely to depict general relations between various cul-
tural products (say, musical genres) and social life. Rather one
needs to explore how cultural products help organize society (allo-
cate leisure time and promote passivity and conformity in audiences,
for example), and address in detail the production, reproduction,
distribution, exchange and consumption of cultural commodities.
(Babe, 2009, p. 24)

And while Adorno’s theory of culture is still Marxist, it is moving outwards.
By abandoning both the “basic tenets as class warfare between capital and
labour” and the idea that the materialist dialectic in capitalism is the inevitable
“working out” of contradictions on the way to socialism, Adorno is, according to
Babe, able to outline the new “fundamentals” for a “critical political economy
of media and culture”. This critical political economy is much more holistic, as
it includes:

the claim of marked asymmetries in the distribution of communica-
tory power; an emphasis on the oppression, manipulation, and con-
trol through media by an elite; the notion of domination of media as a
prerequisite to attaining and maintaining political-economic power;
media as devices for influencing if not controlling consciousness and
limiting resistance; economic power as affecting cultural production
...; transformations wrought by commodification (exchange value
suppressing use value); ... creative arts as a possible but waning
key to critical understanding; emphasis on the social totality; and
the importance of contradiction, reflexivity and dialectics. (Babe,
2009, p. 31)

Babe, like other readers who identify Adorno’s political economic overtones
(D. Cook, 1996, pp. 103-105), is not trying to credit Adorno for doing more than
he does. Adorno’s writing on mass culture can be abstract, and this would have
consequences on how another political economic study of mass culture could
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use his arguments for historical and empirical research. Yet Adorno’s writing
is foundational in the sense that, from his explorations of more philosophical
spaces, he developed concepts and themes that can be the buttresses of a more
detailed political economic project.

For example, there is Adorno’s presentation of the dialectic between culture
and administration. This conceptual presentation illustrates why the auton-
omy of cultural creation is simultaneously a struggle against external control.
Just as enlightenment is never ultimately separate from myth in the dialectic
of enlightenment, culture is never separate from administration. Equally im-
portantly, the latter two concepts, while intertwined, still cannot be reduced to
the same common denominator. Between culture and administration, there is
a tension of non-identical purposes:

Whoever speaks of culture speaks of administration as well, whether
this is his intention or not. The combination of so many things lack-
ing a common denominator—such as philosophy and religion, science
and art, forms of conduct and mores—and finally the inclusion of the
objective spirit of an age in the word “culture” betrays from the
outset the administrative view, the task which, looking down from
on high, is to assemble, distribute, evaluate and organize. (Adorno,
2004a, p. 105)

The lack of a common denominator is the effect of culture being irreducible to
the means-ends logic of instrumental reason. The objectification of culture in
art, symbols, imagery and meaning can certainly be treated as means to the
ends of dominant social interests—e.g., cultural production for the purposes of
glory, prestige or profit. But culture can also be created without any regard to
“functional relationships within society”. Conversely, administration can never
disregard these functional relationships, as its very purpose is to control so-
cial relationships according to some mandate, whether official or tacit (Adorno,
2004a, p. 108). Thus, writes Adorno,

The demand made by administration upon culture is essentially het-
eronomous: culture—no matter what form it takes—is to be measured
by norms not inherent to it and which have nothing to do with the
quality of the object, but rather with some type of abstract stan-
dards imposed from without, while at the same time the adminis-
trative instance—according to its own prescriptions and nature-must
for the most part refuse to become involved in questions of imma-
nent quality which regard the truth of the thing itself or its objective
bases in general. (Adorno, 2004a, p. 113)

No solution to the cultural effects of administration can be found in wishing
that cultural creation could reject administration “en bloc” (Adorno, 2004a, p.
121). Instead, highlighting the traces and effects of administration on the scope
of cultural creativity allows for matters of art and culture to be opened for po-
litical deliberation. We can use political categories like freedom and happiness
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to debate the legitimacy of an administrative power controlling the historical
possibilities of aesthetics and meaning. Indeed, politics can make what is often
invisible in culture visible: the institution of a culture through authority. In
other words, self-reflexive criticism of the culture-administration dialectic de-
rives from an awareness that artistic and institutional interests will diverge at
points: “Culture is the perennial claim of the particular over the general, as long
as the latter remains unreconciled to the former. ... [Administration] necessar-
ily represents—without subjective guilt and without individual will-the general
against the particular” (Adorno, 2004a, p. 113).

In this respect, Adorno’s apparent “pessimism” about mass culture is re-
lated to the amount of theoretical work that is required to put power back into
the mix—so that we can then analyze and talk about the power structure of
culture in capitalism. As with one-sided notions of enlightenment, where the
very possibility for enlightenment to revert to myth is buried within impulsive
affirmations of technological progress and scientific knowledge, a one-sided con-
cept of mass culture is resistant to the language of power when nothing about
leisure time and modern entertainment appears to be worthy of a serious critical
eye. For example, part of Adorno’s criticism of mass culture relates to myths
surrounding the historical transformation of artistic production from patronage
to bourgeois liberalism.?The bourgeois ideals of purposeless art, “pure works of
art ... simply following their own inherent laws”, l’art pour l’art, and other such
notions where art is postulated as its own autonomous sphere, are all formally
different from patronage, where artists are, by virtue of the patronage relation-
ship, “subject to the patrons and their purposes ...” (Horkheimer & Adorno,
2002, p. 127). However, a simplistic narrative positing mass culture as the child
of artistic freedom born during the decline of European patronage in the eigh-
teenth century will likely hide the key structural development of institutional
power in advanced capitalism: “The triumph of the giant corporation over en-
trepreneurial initiative is celebrated by the culture industry as the perpetuity
of entrepreneurial initiative” (Horkheimer & Adorno, 2002, p. 120).

As is shown in two supplementary commentaries to the 2002 English trans-
lation of Dialectic of Enlightenment, Adorno’s descriptions of monopoly capital
and institutional power were entangled in various problems of terminology, some
of which concerned how Marxist terminology would be interpreted in juxtapo-
sition with the realities of Soviet Marxism and authoritarian forms of socialism
(Noerr, 2002; Reijen & Bransen, 2002). Nevertheless, we can offer two reasons
why this emphasis on institutional power is a useful precedent for a concept of
capital that stresses power, not productivity.

First, the “culture industry” (Kulturindustrie), perhaps the Frankfurt School’s
most well-known concept, denotes the control of cultural production and distri-
bution, rather than the productivity of these processes. In “Culture Industry
Reconsidered”, for example, Adorno clarifies what he means by the term “in-
dustrial”: “It is industrial more in the sociological sense, in the incorporation of
industrial forms of organization even when nothing is manufactured—as in the

rationalization of office work-rather than in the sense of anything really and
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actually produced by technological rationality” (Adorno, 2004b, p. 101).
Second, Adorno describes the Kulturindustrie in such a way that the most

emphasized facet of modern corporate activity in mass culture is the ability to

control the shape and style of culture through exclusion and repression:

The explicit and the implicit, exoteric and esoteric catalog of what
is forbidden and what is tolerated is so extensive that it not only
defines the area but wholly controls it. Even the most minor de-
tails are modeled according to this lexicon. Like its adversary,
avant-garde art, the [Kulturindustrie] defines its own language posi-
tively, by means of prohibitions applied to its syntax and vocabulary.
(Horkheimer & Adorno, 2002, p. 101)

The motives for this control are “economic”, but the efficient cause has more
to do with the negation of other competitors. For example, corporate advertising
is transformed into a negative principle when “the free market is coming to an
end ..”. What was once about “orienting the buyer” in a competitive market is
now a “blocking device” for firms that can out-spend much smaller firms. In an
environment in which a lot of money is used to advertise and promote the most
dominant firms, “anything which does not bear its [money’s] seal of approval
is economically suspect” (Horkheimer & Adorno, 2002, p. 131). Furthermore,
the so-called economics of advertising changes qualitatively when consumers are
already informed about the most popular commodities on the market: “Adver-
tising becomes simply the art with which Goebbels presciently equated it, I’art
pour l'art, advertising for advertising’s sake, the pure representation of social
power” (Horkheimer & Adorno, 2002, p. 132).

4.2.3 Marcuse

Compared to Adorno’s study of the culture industry, the writings of Marcuse
appear to be even further removed from a historically detailed political econ-
omy of mass culture. If Adorno, with Horkheimer, shapes his concept of the
culture industry by referring to monopolization, and critiques, in his collabo-
rations and conversations with Horkheimer and Benjamin, the ownership and
control of modern aesthetic techniques (Adorno, 2005b), Marcuse’s interests in
culture seem to be much more about its general ideological character (Marcuse,
1965, 1968a, 1968d). However, Marcuse’s conceptualization of ideology is an
important complement to Adorno’s project. Marcuse’s critical theory, with its
mixture of aesthetic and political theory, produces a picture in which ideology
is the emergent property of institutional power and its grip on society. Such a
presentation of ideology offers an opportunity to include ideological aspects of
culture in a theory where capital accumulation is defined as a power process.
We also avoid having to take the problematic step of thinking of ideological
“value” in terms of productivity, where the desires of consumers are sovereign,
or even productive as such. Marcuse inspires us to investigate how popular
cultural meanings in a repressive society are connected to the social institution
of limitations, constraints and taboos.
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As much as ideas, beliefs and values are, so to speak, a matter of the hu-
man mind, Marcuse’s concept of ideology is primarily interested in the ways in
which an established social universe of discourse and action can serve as an ob-
jective limit on the dynamics of thought. This objective limit is predominately
social. It is mainly the product of vested interests and institutional power re-
pressing historical possibilities through the control of society’s intellectual and
technological development. Limiting technological and intellectual development
according to the established goals and values of dominant powers in society is
also the other side of any affirmative rationalization of these goals and values.
By circumscribing the scope of technology, work and creativity according to
the goals of society’s vested interests, the “ideas, aspirations and objectives” of
thought, even when expressed through cultural creation, become what Marcuse
describes as “one-dimensional”. One-dimensional thought can subsist even in
light of capitalism’s many irrationalities because thought is barred from finding
rational solutions in the realm of meaningful social alternatives. The material
and intellectual capacities to usher in a qualitatively different, more humane so-
ciety are either limited by the demands of capitalist society or made ineffectual
through attenuation.

Marcuse’s interest in culture is an outgrowth of his more universal concept of
one-dimensional thought (Marcuse, 1991). Included under the category of one-
dimensional thought are modes of thinking that certainly differ in their formal
attributes. Yet different systems of thought in philosophy, science, politics and
culture can all be manifestations of one-dimensional thought because the term
describes the social function of thinking. Logical positivism is not the same as
idealist philosophy, and these two are not the same as operational behaviourism
in business management. However, all can be one-dimensional on the basis of
what they achieve: they reconcile thought with existing modes of behaviour in
an established social order. It is this reconciled relationship that is ideological,
rather than specific thinking per se. For Marcuse, the

concept of ideology has meaning only when oriented to the inter-
est of theory in the transformation of the social structure. Neither a
sociological nor a philosophical but rather a political concept, it con-
siders a doctrine in relation not to the social conditions of its truth
or to an absolute truth but rather to the interest of transformation.
(Marcuse, 1968e, p. 140)

For example, we might watch a film and conclude that it is ideological for
what we see to be problematic or apologetic content. Yet, according to Mar-
cuse’s critical theory, the ideological quality of the film is never simply about
the film itself. The ideological quality is the mediated quality of what its con-
tent refers to at a higher degree of analysis: a greater historical project that
may or may not have a vested interest in rationalizing injustice, alienation and
unhappiness in society. For instance, misogynist imagery is less of an ideologi-
cal issue if it is actually an unfortunate exception to a greater anti-misogynist
culture (which is not to say that individual content is beyond all political cri-
tique). Conversely, this very same content is ideological when it stands, like
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other misogynist films, as a particular representation of an established culture
of cinema that has no interest in transforming the art of cinema into something
better (in other words, the particular and the universal are identical here). One
of Marcuse’s own examples is also illustrative. An empirical analysis of political
polling is not ideological simply by virtue of the fact that it is concerned with
the data and facts of an established society. Such a study is ideological when the
theoretical scope of its quantitative analysis is limited by an idea of democracy
that merely assembles aspects of democratic societies in their already existing
forms (Marcuse, 1991, p. 118). In this case, there is no tension between the idea
of democracy, which has a long intellectual history, and the facts of the polling
research. Without any tension between concept and object, these facts appear
to be “adequate”, and there is also no intellectual room to judge whether or not
actual democratic processes fulfill the “historical intent of democracy” (Marcuse,
1991, p. 117). Therefore, this version of political polling is one-dimensional be-
cause it has become “circular and self-validating. If ‘democratic’ is defined in
the limiting but realistic terms of the actual process of election, then this process
is democratic prior to the results of the investigation” (Marcuse, 1991, p. 116).

According to this conceptualization of ideology, a critique of ideology exam-
ines how the reconciliation between thought and society is false. With respect
to culture, what is of concern is its spiritual dimension, broadly conceived.
While the broad spiritual dimension of culture acts as the “background” of a
society, cultural values are susceptible to becoming one-dimensional when their
“oppositional, alien and transcendent elements” no longer have an antagonistic
relationship with the established social reality. For Marcuse, this is a worri-
some situation because many cultural values are, in fact, oppositional by virtue
of being ideals and beliefs about how a social order should function. As a
“background” that frames the meaning of actual social behaviour, culture, says
Marcuse, “thus appears as the complex of moral, intellectual, aesthetic goals
(values) which a society considers the purpose of the organization, division, and
direction of its labor—‘the good’ that is supposed to be achieved by the way of
life it has established” (Marcuse, 1965, p. 190).

Like the examples of cinema and democracy above, the ideological character
of culture is defined by the ways society handles the non-coincidence between
cultural representations of historical possibilities and actual social behaviour.
Culture is one-dimensional, for example, when its spiritual character is perceived
as a matter unto itself, when the imagined possibility for a “better material
existence” has no effect on how we collectively value the creation of cultural
meaning. Culture is also one-dimensional when unrealized cultural ideals do not
create a living tension between the ideas of the “Good Life” and the established
social reality (Marcuse, 1968d, p. 121).

Marcuse’s definition of culture is specific, as it seeks to highlight the political
quality of cultural values. Such a definition of culture, however, allows Marcuse
to point to the elements of culture on which vested interests and institutional
power can have great impact. Institutional power’s impact on culture is clearer
in some of Marcuse’s more focused analyses, when he is interested in how needs
and wants are satisfied, how values and ideas coordinate the behaviour of a com-
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munity and how the aesthetic dimension is objectified as art. For the remainder
of this section, we will analyze how the ideological transformation of transitive
meaning into intransitive meaning contributes to the pacification of the tension
between cultural values and the facts of social existence.

The problem of transitive meaning becoming intransitive can be seen in
the obverse, through the lens of Marcuse’s arguments in favour of conceptual
thinking. According to Marcuse, concepts mediate the transitive properties be-
tween apparently disparate aspects of a social universe. This type of mediation
is especially important when, in a social universe that is “broken in itself”,
there are “modes of being in which men and things are ‘by themselves’ and ‘as
themselves’, and modes in which they are not—that is, in which they exist in
distortion, limitation, or denial of their nature (essence)” (Marcuse, 1991, p.
125). For Marcuse, a concept

is taken to designate the mental representation of something that is
understood, comprehended, known as a process of reflection. This
something may be the object of daily practice, or a situation, a so-
ciety, a novel. In any case, if they are comprehended, they have
become objects of thought, and as such, their content and meaning
are identical with and yet different from the real objects of imme-
diate experience. “Identical” in as much as the concept denotes the
same thing; “different” in as much as the concept is the result of a
reflection which has understood the thing in the context (and in the
light) of other things which did not appear in the immediate expe-
rience and which “explain” the thing (mediation). (Marcuse, 1991,
p. 105)

Here we can see the influence of Hegel’s philosophy on Marcuse’s critical
theory. For Hegel, a concept is a “movement of knowing” (Hegel, 1977, §166)
and it sublates two limited moments of a thought process. The first moment is
a limitation that manifests itself through naive or stubborn attempts to over-
determine and inflate a partial truth. The second limitation is expressed in the
partial overcoming of the first, when consciousness, on the one hand, grasps the
partial-truth as partial-truth, but, on the other hand, still “does not know how
to free it of one-sidedness, or to maintain it as free ... As Yirmiyahu Yovel
explains, these two limitations are arresting to a consciousness that is “driven
by the law of non-contradiction ... to exclude one moment because of the other”
(Hegel, 2005b, p. 68). Conceptual thinking, for Hegel, is the movement of
self-consciousness, which is no longer stymied by the law of non-contradiction.
Self-consciousness works through a “double object” (Hegel, 1977, §167). It sees a
partial-truth as both a moment (e.g., rationalism) and as a moment “in conflict
and in opposition with itself” (e.g., rationalism in conflict with and opposition
to empiricism) (Hegel, 2005b, p. 68).

Conceptual thought, as proposed by Marcuse, is a tool to uncover problem-
atic intransitive logics in everyday thinking—e.g., my gas consumption in North
America has nothing to do with wars in the Middle East. Indeed, this habit
of bracketing and separating social spheres of activity into mutually exclusive
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spheres exacerbates, in the words of Marcuse, “a new ideology which under-
takes to describe what is happening (and meant) by eliminating the concepts
capable of understanding what is happening (and meant)” (Marcuse, 1991, p.
178). Our experiences of individual pleasure are good examples of how mass
culture is ideological in this sense. Discourse around our experience of mass
culture tends to be the effect of accepting that, in capitalism, pleasure is sep-
arate from reason, or that play is structurally different from labour. Indeed,
our language about mass culture need not refer to the more “serious” issues of
society because pleasure is affirmed as something “exclusively subjective” (Mar-
cuse, 1968d, p. 167), while the terms and values of the greater social reality
are deemed to be of another, loftier type. Consequently, the properties of mass
culture become resistant to criticism as the meaning of individual pleasure is
satisfied through the closed language of modern consumerism: “Describing to
each other our loves and hatreds, sentiments and resentments, we must use the
terms of our advertisements, movies, politicians and best sellers. We must use
the same terms for describing our automobiles, foods and furniture, colleagues
and competitors—and we understand each other perfectly” (Marcuse, 1991, p.
194).

Again, the issue is not that individuals can find pleasure in the world of mass
culture. Rather, mass culture, along with all of its pleasures, is structured as
a social sphere of “non-interference”. The meaning of individual pleasure does
not touch, nor is it touched by, real differences between consumptive affluence
and the general unhappiness of historical circumstances. To allow pleasure to
be framed in the context of greater political problems would open the realm of
pleasure to “the historical demand for the general liberation of the individual”
(Marcuse, 1968a, p. 101).

Moreover, this non-interference of mass culture is predominantly institu-
tional. For Marcuse, individuals tend to acquiesce to the contradictory ways
in which capitalism “delivers the goods” because industrial techniques and our
pool of intellectual knowledge are currently under the capitalist form of social
organization (Marcuse, 1968b). Small degrees of individual pleasure can be
found in types of work in which the social division of labour is less dehumaniz-
ing, precarious, monotonous or alienating than in other jobs. Yet the structural
administration and systematic ownership of social creativity in capitalism still
generally bifurcate work and play into two separate spheres of modern life.
Work is generally “a whole dimension of human activity and passivity [that]
has been de-eroticized. The environment from which the individual could ob-
tain pleasure—which [he or she] could cathect as gratifying almost as an extended
zone of the body—has been rigidly reduced” (Marcuse, 1991, p. 73). The play of
immediate gratification, in contrast, is marked by its allocation to a delimited
space-time of social life. The great range of pleasures available to the modern
consumer is repressive to the extent that sublimated activity (e.g. work) is
not a place to create a less repressive structure for future work. As the “scope
of sublimation” is both restricted and prevented from being transformed, the
immediacy of gratification—i.e., desublimation—is intensified to the point that it
appears that individual pleasure equals desublimated activity (Marcuse, 1991,
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p. 73).4

4.3 Conceptualizing capitalist power

As intellectual precedents to a power theory of mass culture, the ideas of Gar-
nham, Babe, Adorno and Marcuse are limited to the extent that they are still
connected to Marxist economics and the problems inherent to it. Thus, a gap
remains between where we are now (institutional power in historical material-
ism) and where we hope to go (accumulation-through-power, seen through the
capital-as-power approach). We can traverse this gap by thinking more about
what would make power in mass culture capitalist in character. As we will see, a
capitalist’s investment in mass culture is rooted having institutional power over
the creation of culture. This institutional power operates through the symbols,
norms and institutions of business enterprise.

As Marx first recognized, a capitalist is driven to accumulate more and more
capital. When power is placed at the center of a political-economic theory of
capital accumulation, the same drive becomes: a capitalist uses power to accu-
mulate more power. This drive to accumulate power is hardly new in human
history, and, in a broad sense, the capitalist has the same fundamental goal as
any individual, retinue, class or elite that sought to increase exclusive privileges,
benefits or rights at the cost of others. However, the means by which a capitalist
accumulates power is defined by historically-specific institutions (the corpora-
tion), social logics (accounting and finance), and methods (property, contract
law, and state-sanctioned rights).

In the day-to-day workings of business enterprise, owners, bankers, man-
agers, entrepreneurs and accountants all think in terms of prices and the goal
is to profit from investment. As we saw in Chapter 2, prices and profit are the
phenomena that many economic theories will claim are the observable effects
of productivity. Rather, prices in capitalism rest on the ability for owners to
generate income through the threat to withhold goods and services from society
at large—i.e., power to exclude. In the case of profiting from culture, the power
to threaten the withholding of cultural goods and services depends on the state
of social creativity, which will be our general term for the ways a society is
producing, distributing and accessing the creation of new ideas, meanings, sym-
bols and objects. In the interests of profit, capitalists attempt to control the
scope and capacity of social creativity through the rights of ownership, which is
a type of authority that rests on the greater social system of private property.
Capitalist power and its control over social creativity are never total; this would
be impossible when the possibility for change is a quality of historical time. In-
stead, this power over social creation is the desire to impose limits “from above”
and repress the potential for a radically democratic form of social creation.

Reference to a political term like radical democracy is inspired by Cornelius
Castoriadis, who helps us look at social creativity through the lens of insti-
tutional power, whether it is capitalist or of another mode. The presence of
power in society makes the human capacity to create forms and meanings (vis
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formandi) a political matter. To be sure, humans possess a bare ontological
capacity to be creative, which is what makes time historical:

The perpetual self-alteration of society is its very being, which is
manifested by the positing of relatively fixed and stable forms-figures
and through the shattering of these forms-figures which can never
be anything other than the positing-creating of other forms-figures.
(Castoriadis, 1998, p. 372)

The social dimension of human creativity is inherently political, as this bare
ontological capacity to create other forms and figures has to be applied in a
specific social context and with or against the interests of others. Thus, the
political character of human creation circles around questions of how and why.
How and why, for example, is the “otherness-alteration” of creativity being
affirmed or denied by society and its major institutions??

The potential of creativity is radically democratic at its root, according to
Castoriadis, because only a radically democratic politics can affirm “the fact
that brute reality is not fixed, but bears within it immense interstices which
allow of movement, assembling, alteration, division; and the fact, too, that man
[sic.] is able to insert himself as a real cause in the flux of reality” (Castoriadis,
1984a, p. 240). With respect to the creation of culture, a democratic cultural
project would see the novelty and indeterminacy of social-historical creation
as a vitamin, rather than an allergen: “When an artist begins a work, and
even when an author begins a theoretical book, he both does and does not
know what he is going to say—even less does he know what that which he will
say will actually mean” (Castoriadis, 1998, p. 74). Under different political
circumstances, however, the potentials of autonomous creation are perceived as
a threat to what Castoriadis calls “an explicit power”.

Whether it be legislative, executive, judicial or even what we are calling capi-
talist power, an explicit power has an instrumental orientation to the ends of so-
cial creativity: its particular conservatism against the “perpetual self-alteration
of society” is “rooted in the necessity [for the explicit power| to decide what is
and is not to be done with respect to the more or less explicit ends which are the
objects of the push and drive of the society considered” (Castoriadis, 1991, p.
155). As an instrumental logic oriented to the goal of profit, capital accumula-
tion is antithetical to the open potentials of radically democratic creation. This
certainly does not mean that there is no ingenuity behind many of the great
technological and artistic achievements of the modern capitalist era. Instead, it
means that the popular conception of capitalism relying on creativity or even a
“creative class” to achieve economic growth is missing a very important aspect
of social creativity. By virtue of what capitalists hope to accomplish, capital-
ist power is an act of reducing social creativity to a “coherent set of already
produced means (instruments) in which this power is embodied” (Castoriadis,
1998, p. 195). And the apparent compatibility of applied creativity and the fun-
damental values of capitalists is a product of people creating this compatibility
in society, through the institution of a social order.
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The language of power and control might still seem far removed from the
financial language of business enterprise, which would be hard pressed to speak
about the employment of labour in stark political terms. Yet is it a surprise we
have trouble imagining that the relationship between capital and labour’s cre-
ative potential is based on power? Standard educations in economics, business
and finance are derived from an assumed separation of politics from economics.
When perceived as an economic factor—on the assumption that economics and
politics are analytically separable-the vis formandi of human beings is not a
quality that inherently needs to be limited, controlled, coerced, repressed or de-
nied by business interests. Rather, the economic picture is deceivingly harmo-
nious in the sense that capital needs creative people to add value and creative
people need capital as a factor of production. Indeed, if a free, competitive
market existed for both the supply and demand of creativity, great financial
successes could go to any type of creative innovation that successfully met mar-
ket demand, especially when the supply of that type of creativity was still below
what it “should” be. On matters of taboo, where some products of human cre-
ativity need to be limited by a political power—by laws, codes and standards—the
economic picture of creativity and innovation does not change in kind. Instead,
if one assumes that the boundaries to human creativity come not from actors
inside an economy, but from an external political force, the value of human
creativity can still be subjected to “the [economic] mechanics of indifference
curves, budget lines, production functions and possibilities frontiers” (Nitzan &
Bichler, 2009, p. 75).

For those who try to keep politics separated from economic theories of cre-
ativity, a thorny methodological issue will appear. Take the theory of creative
destruction in the business of mass culture. The history of creativity in mass
culture, for example, appears to be ripe for a perspective that uses Schumpeter
(2008) to theorize how creative destruction is a metaphor for beneficial economic
dynamism. This sector’s hyperactivity in artistic and technological progress is
seemingly rational because creative destruction will replace old with new and
kick-start another cycle of income. For example, writes Doyle,

creative destruction [appears to relate] to the music sector where
the progress of time has been marked by a succession of advances
in audio formats, from gramophone to vinyl records to the arrival
of CDs which are now being usurped by MP3 digital files. Each
successive innovation has brought opportunity, success and growth
for some players. (Doyle, 2010, p. 250)

The thorn in the side of this theory comes in follow-up questions. Why did the
new replace the old in that way and at that time? We can clearly see the signs
of dynamism in mass culture, but how do we know that creative destruction
is beneficial to society? In Doyle’s terms, what is the social value that tells us
that creative destruction is “good” rather than “destructive destruction”—“i.e.
a phase in which businesses are eradicated but without any positive benefits

being created”? (Doyle, 2010, p. 251).
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These questions demand an answer that goes beyond a tautological reference
to prices—e.g., any technological progress that is profitable is creative destruc-
tion, while the evolution of technology is merely destructive and wasteful when
it is not. Neither is the answer satisfied by counting creativity in the amount
of stuff that is made or how many times an artistic or technological method is
renovated by innovation; counting creative destruction would suggest that any
large increase or big change is ipso facto useful. Instead, the answer is found
in the very place that, according to Doyle, makes the economics of culture a
problematic theory. What is or is not beneficial, pleasurable or useful about
cultural objects depends on what cultural and political ideas hold court at a
certain moment in time. Similarly, the meaning of creativity is defined by a
system of social significations that frame, in the words of Castoriadis, what “is
and is not, what is relevant and what is not, [and] the weight, the value ... of
what is relevant” (Castoriadis, 1998, p. 234).

The social meaning of culture, especially its symbolic meaning (Doyle, 2010,
p. 246), opens the floodgates to methodological problems in attempts to keep an
economic definition of creativity separate from politics and power. In a historical
circumstance in which a creative endeavour has the choice to affirm what already
exists as much as it has the capacity to, in the more philosophical language of
Castoriadis, become the radical creation of other forms, the business of culture
is never simply about what gets produced, but about the scope of creativity:
why are some ideas approved, and why are others rejected or severely modified
for the purposes of business? Are some ideas naturally unprofitable? Even in
the hypothetical situation in which firms are so small that they are necessarily
passive with respect to the needs and wants of consumers, the business of mass
culture still needs to make decisions that will refer to an established world of
social signification. Thus, even a weak decision about what gets produced is
already marked by the existence of social power. Unless the world of social
significations is the product of the demos autonomously limiting itself around a
set of values, the business of mass culture is faced with the fact that the meaning
of its creativity is less about consumer sovereignty and more about what cultural
and political values are reinforced by the presence of society’s major institutions—
e.g., education, religion, science, government and the military. What sort of
cultural commodity should a firm produce when dominant groups in society
have clear preferences for only some ideas, values and norms?

When some capitalist firms are themselves large enough to actively partici-
pate in the very construction of social meaning, the presumed societal benefits
of creative destruction become even more opaque. Note that for Schumpeter,
the practice of creative destruction by big business was meant to be a substi-
tute for what was traditionally accomplished by small entrepreneurs in a less
concentrated market. Lest he accept that big business can become a “perfectly
bureaucratized giant industrial unit” that “ousts the small and medium-sized
firm” (Schumpeter, 2008, p. 134), Schumpeter believed that even big businesses
cannot relax their attention to technological innovation. The giant firm, even
when in a monopoly position, “will always adopt a new method of production
which it believes will yield a larger stream of future income per unit of the cor-
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responding stream of future outlay, both discounted to the present, than does
the method actually in use” (Schumpeter, 2008, p. 97).

The partial truth of Schumpeter’s writing lies in the fact that these calcu-
lations are a matter of prices and profit, not much else. Yet even the largest
firms are compelled, according to Schumpeter, to make beneficial contributions
to technological progress because “the capitalist engine in motion comes from
the new consumer’s goods, the new methods of production or transportation,
the new markets, the new forms of industrial organization that capitalist enter-
prise creates” (Schumpeter, 2008, p. 83). What Schumpeter neglected, however,
were the opportunities for dominant firms to transform the principle of creative
destruction itself by significantly influencing the very social-historical meaning
of “new” technological improvements.

We overlook the ability of dominant firms to shape the social meaning of
creativity when, as Bichler and Nitzan argue, we continue to assume that the
market is like a Newtonian container:

Its particles—the utility maximizing investors-consumers—act and re-
act on one another according to the rules of the market, but they
have no bearing on the rules as such. These rules are eternally fixed,
making market space independent and absolute. (Nitzan & Bichler,
2009, p. 279)

Things look different when a social space like the market is not independent
of the bodies that move and interact within it, but rather is the “order of the
things” (Nitzan & Bichler, 2009, p. 278). In other words, when some firms are
exponentially larger than others (measured by employees, revenues, income or
market capitalization), their gravitational force can bend the curvature of the
social space they and other firms occupy together. The work of Fix (2019) can
help us visualize this difference in the perspectives on capitalist space. To under-
stand the relationship between energy use, hierarchy and income inequality, Fix
models the differences between a typical subsistence society and an industrial so-
ciety (as shown in Figure 4.1). His spatial model of industrial society—modeled
from case studies, employment data and firm-size distributions—shows us the
sizes of the institutional “pyramids” that exist in contemporary society. From
the perspective of Bichler and Nitzan, this is an unlikely environment where
a firm, regardless of size and relative power, is unable to affect the terms of
market activity. In fact, the classic assumptions of free market activity have a
better “home” in Fix’s model of a subsistence society—despite the high likelihood
that an actual subsistence society would organize production and consumption
through tradition and command (Heilbroner, 1992; Polanyi, 2001).

In the case of mass culture in the twentieth and twenty-first centuries, sets
of large firms significantly bend the social space in which they also produce cul-
ture for pleasure and profit. Thus, while the largest firms rely on the creative
powers of their labour force, the means and ends of controlling social creativity
change when capitalists can take a leading role in shaping the world they hope
to profit from. Oligopolies in mass culture allow for each repetition, stagnation
or repression of social creativity to be called by other names: e.g., inventive,
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Subsistence Society

Energy Use per Capita ~ 6 GJ per person

Gini Index of Hierarchical Power Concentration = 0.12

Industrial Society

Energy Use per Capita ~ 350 GJ per person
Gini Index of Hierarchical Power Concentration = 0.76

Figure 4.1: Differences in space: subsistence versus industrial societies

Note: Used with author’s permission. Source: Fix (2019).

imaginative, exciting and, most importantly, new. This effect of redefining the
boundaries of mass culture is not just about what is massively popular—e.g.,
pop music, blockbuster film, primetime television, etc. It is also about domi-
nant firms having a strong ability to reject, deny or modify the desire of creative
labour to experiment, pursue alternatives, and even dislocate meaning through
“otherness-alteration”. It is the contemporary version of what Castoriadis de-
scribed regarding the beginnings of the bourgeois era:

The result was the appearance, for the first time in history, of the
phenomenon of the avant-garde and of an artist who is “misunder-
stood,” not “by accident” but of necessity. For, the artist was re-
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duced at that time to the following dilemma: to be bought by the
bourgeois of the Third Republic—to become an official pompier-style
artist—or to follow his/her own genius and to sell, if lucky, a few
canvases for five or six francs. (Castoriadis, 1995, p. 109)

When a firm’s ability to negate the potential of creativity is this influential,
the separation between economics and politics is wholly untenable. Investment
will still involve some type of production, but it can now also depend on the
ability of alternative forms of human ingenuity to be neglected, marginalized or
repressed by the authority of others. Labour and the costs of production still
matter, but the strategies of business enterprise have an authoritative element
when large firms can also set the terms of social creativity. Furthermore, this
power can be specifically characterized as capitalist power the more we pull
away from the assumption that institutional power is secondary or external
to the “real” story of economic productivity, however measured. Indeed, as
Garnham (1995) argued, we should use political economy to understand power
in modern culture because giant conglomerates in the business of culture are
able to profit from their active influence over the manner in which meaning is
created, stories are told and social creativity finds its means to objectify itself
in art.

4.4 The capital-as-power approach

The capital-as-power approach, first developed by Shimshon Bichler and Jonathan
Nitzan, is a political economic theory that argues that we need to conceptu-
alize captial as power, rather than seeing power as something that interacts
with capital. Ideally, the presentation of the capital-as-power approach would
work through all of its theoretical lineages—some philosophical, but mostly in
the history of political economic theory. For the sake of space, let us intro-
duce the capital-as-power approach through its major connection with Veblen.
The Veblen-Bichler-Nitzan connection: this is where we can start to see how our
research interest in mass culture and capital accumulation can go beyond think-
ing of capitalist power in the abstract. The capital-as-power approach builds a
critical research project on top of three aspects of Veblen’s political economic
theory:

1. the distinction between business and industry;
2. the concept of strategic sabotage;

3. the function of capitalization.

4.4.1 Veblen’s Concept of Capital

In the interest of breaking the theoretical dualism of economics and politics—
a dualism that is often exclusively reserved for capitalist societies—we must be
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willing to rethink our concept of capital. If capital is forever an economic magni-
tude anchored in production, research questions about political-economic power
will always start from the margins. Thorstein Veblen’s approach gives a bet-
ter starting-point: from the word “Go!” he rejects the productivist-economic
approach to defining value. To be sure, the nature of productive activity is im-
portant to Veblen, particularly with the rise of the “Industrial Age”. However,
he also believes people misunderstand capitalism when they deem productivity
to be the substance of profit:

It has commonly been assumed by economists, without much scrutiny,
that the gains which accrue from invested wealth are derived from
and (roughly) measured by the productivity of the industrial process
in which the items of wealth so invested are employed, productivity
being counted in some terms of material serviceability to the commu-
nity, conduciveness to the livelihood, comfort, or consumptive needs
of the community .... The aggregate gains of the aggregate material
capital accrue from the community’s industrial activity, and bear
some relation to the productive capacity of the industrial traffic so
engrossed. But it will be noted that there is no warrant in the anal-
ysis of these phenomena as here set forth for alleging that the gains
of investment bear a relation of equality or proportion to the mate-
rial serviceability of the capital goods, as rated in terms of effectual
usefulness to the community. (Veblen, 2006a, pp. 353-354)

While Marxists laugh to themselves that neo-classical economics assumes that
price is a reflection of the utility generated by a good, they also assume a mate-
rial substance of their own: socially necessary abstract labour time. Capitalism
in Marxism is understood through the interaction of two layers: nominal price
(appearance) and real value (essence). While rejecting one “real” measure (util-
ity), the Marxist economist accepts another (labour time).

As Figure 4.2 shows, too much emphasis on the productivity of labour will
likely produce severe empirical blind spots in a political economy of mass culture.
This figure looks at the income of major studios in Hollywood and the compen-
sation of employees in U.S. film production. In 4.2-A, we have a benchmarked
comparison of two series: the average operating profits of the major Hollywood
studios (which we are calling Major Filmed Entertainment) and the average
employee compensation for U.S. motion pictures. Figure 4.2-B is a ratio of the
two. Figure 4.2-C plots the rate of change of Major Filmed Entertainment’s
operating income per firm and the rate of change of employee compensation.
The ratio of profit to labour compensation and the relationship between their
annual changes both undermine an imagined relationship between capital and
labour productivity in Hollywood, a major sector of mass culture. Hollywood’s
profitability is moving up and down for some reason or reasons, but its prof-
itability does not correlate with changes to the cost of its labour (Pearson’s r
for Figure 4.2-C = 40.096).

Veblen’s approach to capital accumulation does have a duality of sorts—
industry and business—but his dualism avoids the problem of basing “real” value
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on a conception of productivity, whether defined by neo-classical economics or
Marxism. Veblen does not regard capital, which belongs entirely to business,
as a two-sided affair of nominal and so-called “real” economic value. Rather,
an asset “is a pecuniary concept, not a technological one; a concept of business,
not of industry”. The same can be said of so-called tangible capital goods:

Capital goods, which typically make up the category of tangible as-
sets, are capital goods by virtue of their technological serviceability,
but they are capital in the measure, not of their technological ser-
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viceability, but in the measure of the income which they may yield
to their owner. (Veblen, 2006a, p. 359)

Veblen does not deny the influences of technological efficiency and the sweat
of labour on the success of business; production is a necessary condition for
business. But capitalization, the discounting of future expected earnings to
present prices, does not measure the level of technology or the efficiency of the
production process; it simply measures the ability to make a profit. Note the
absence of material productivity in this definition of capital:

The capital value of a business concern at any given time, its pur-
chase value as a going concern, is measured by the capitalized value
of its presumptive earnings; which is a question of its presumptive
earning-capacity and of the rate or co-efficient of capitalization cur-
rently accepted at the time; and the second of these two factors is
intimately related to the rate of discount ruling at the time. (Veblen,
2004, p. 219)

What do these observations mean for the measurement of capital? Bichler
and Nitzan point to Veblen’s essential insight: prices and earnings do not re-
flect “productivity per se”, but “the control of productivity for capitalist ends”
(Nitzan & Bichler, 2009, p. 223). Without an institutional ability to carve out a
piece of society-wide productivity (i.e., industry) through the socio-legal power
of private ownership, business is a valueless institution (Nitzan & Bichler, 2000,
p. 78). We know this when we try to measure the social benefits of industry
independently of ownership. Society-wide productivity can be “valued” with-
out prices, but only in political and cultural definitions of wealth and purpose.
Economists wish to translate these political and cultural definitions into eco-
nomic units of utility, but Veblen sees faults in their approach. First, Veblen
argues that industry cannot be broken down into discrete pieces of productivity
because each “thing” in industry is a product of “the whole fabric of human
knowledge, including the sciences, technology and ... underlying cultrual traits”
(Nitzan & Bichler, 2000, p. 78). Second, economists believe they can explain
the distribution of income with discrete pieces of productivity, but, in this belief,
business has already divided and distributed industry from the outside, through
an ability to exclude others from accessing what has become private property.

4.4.2 Business as strategic sabotage

Ownership is always, at root, a form of control over what is owned. In the
terminology of Veblen, the owner derives an income from his or her legal rights
to sabotage industry, which is an act of business keeping “the work out of the
hands of the workmen and the product out of the market” (Veblen, 2004, p.
66). Bichler and Nitzan emphasize that sabotage through the right of private
ownership need not be exercised: “What matters is the right to exclude and the
ability to exact terms for not exercising that right” (Nitzan & Bichler, 2009,
p. 228). Moreover, the sabotage of industry is strategic. The best strategy for
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business is to charge what the “traffic will bear”—to use one of Veblen’s favourite
phrases. Charging what the traffic will bear, for Veblen,

consists, on the one hand, in stopping down production to such a
volume as will bring the largest net returns in terms of price, and in
allowing so much of a livelihood to the working force of technicians
and workmen, on the other hand, as will induce them to turn out
this limited output. It evidently calls for a shrewd balancing of
production against price, such as is best served by a hard head and
a cool heart. (Veblen, 2004, p. 67)

Elsewhere in Absentee Ownership, Veblen emphasizes this point by calling sab-
otage “A Conscientious Withdrawal of Efficiency” (Veblen, 2004, p. 218). Con-
scientiousness in this case is not insignificant, as too little sabotage can be just
as disastrous for capitalization as too much. While the community at large may
benefit from a free-run of industrial production, business would not.

With respect to a political economy of mass culture, Veblen shows us how
we can sidestep, rather than wrestle, the types of problems we saw in Chapter
3. The dollars and cents of mass culture do not reflect technological efficiency or
the “real” economic value of artists, writers, actors, playwrights, designers, copy
editors, etc.. As a community of patrons we might find some products of mass
culture to be beneficial, pleasurable or useful; but, according to Veblen, these
are judgments about the state of industry, which does not directly translate
into the pecuniary value of business. The gains of business are differential
gains related to the socio-legal institutions that determine the distribution of
industrial production (Veblen, 2006b).

By focusing on the Hollywood film business, we can add particulars to our
conceptualization of strategic sabotage in mass culture. Figure 4.3 is an at-
tempt to paint a broad picture of strategic sabotage in the history of Hollywood
cinema. On the x-axis we have the theatrical releases of the Motion Picture
Association of America (MPAA), which is a near-perfect overlap with Major
Filmed Entertainment. The releases are plotted as 10-year percent changes—
e.g., 1950 equals the percent change from 1941 to 1950. The y-axis presents a
10-year percent change of U.S. ticket prices, divided by the U.S. consumer price
index (CPI). We divide by the CPI because we want to see how Hollywood’s
major studios and theatrical exhibitors can, relative to rising prices across all
sectors, charge what the traffic may bear. As a kernel density estimate of the
balancing of production against price, Figure 4.3 demonstrates that the major
trend in the business of Hollywood is to reduce or stagnate production and raise
prices faster than general inflation. The minor trend is to allow for an increase
in theatrical releases, but at the cost of being able to increase prices in the
same period. Noticeably absent is any positive trend between production and
increases in ticket price.®

For the film business to be able to throttle the pace of the film industry,
institutional conditions are required. In order to exist, business enterprise must
be able to threaten to withhold the products of industry it controls, because, as
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1933 - 2019; missing values are interpolated with a linear trend. Global financial
data for U.S. consumer price index (CPI).

Bichler and Nitzan remind us, free limitless production is not a sound business
strategy:

The only way ... spending [on productive capacity] can become
profit-yielding investment is if others are prohibited from freely uti-
lizing its outcome. In this sense, capitalist investment-regardless
of how “productive” it may appear or how much growth it seems to
“generate”’-remains what it always was: an act of limitation. (Nitzan
& Bichler, 2009, p. 233)


http://natoonline.org/data/admissions/
boxofficemojo.com/about/adjuster
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To have any price attached to a film, whether profitable or not, there must
be an effective claim of ownership on that film. The claim of ownership must
mean something to the particular person or group that holds it, and it must
be embedded in a general system of private property, where the exclusion of
one’s property from others is effective. Abstracted from the social structures
that support them, claims of ownership are useless pieces of paper or empty
entitlements. The real ability to keep everyone else’s hands off of your claim is
nothing but social power that is expressed through the state, laws, the courts,
the police and an established culture of private property and exclusive rights
(Nitzan & Bichler, 2009, p. 228).

Seen through the prism of the film business, the products of the film indus-
try should be private property and sold to the consumer at a price. While the
absentee owner-investor may know next to nothing about how a film is made
(as that is a matter of industrial technique), he or she may nonetheless be in-
terested in how the material properties of the produced film will serve the goals
of strategic sabotage. For instance, relevant to the film business is the “indivis-
ibility” of the film image. Indivisibility refers to how one person’s consumption
of a film does not exhaust the physical capacity for someone else to watch in
tandem (Sedgwick & Pokorny, 2005, p. 13). Certainly, the indivisibility of a
film is not infinite. There are technological and physical limits to how many
people can watch the same image from the same screen (even though the In-
ternet is breaking all sorts of spatial barriers to how people can access motion
pictures). However, unlike the physical properties of a car, which excludes po-
tential passengers with a rigid steel frame, there is (currently) no way for the
light of the film image to selectively transmit to the eyes of only some people in
an audience. Whether Hollywood likes it or not, the number of people who can
watch a rented DVD in a friend’s living room depends on the size of the living
room and not the DVD.

From the earliest days of film, the business side has needed means of exclu-
sion to manage this “problem” of indivisibility. For instance, from the 1900s
to the late 1910s, the major power to repress the possibility of indiscriminate
exhibition—indiscriminate according to business principles—was the Motion Pic-
ture Patent Company, the “Edison Trust”. Spearheaded by Thomas Edison
himself, the Edison Trust leveraged its pool of patents over film technology to
set prices. The Trust also attempted to control how many movies were made,
what types of movies were made, and where movies were shown (Litman, 1998,
p. 10; Wu, 2010, p. 64). Tim Wu explains the consequence of such power:

In the name of avoiding “ruinous” competition, [the Motion Picture
Patent Company] pooled sixteen key patents, blocked most film ex-
ports, and fixed prices at every step of filmmaking and exhibition.
There was, for instance, a set price per foot of film that distributors
would pay producers, another price (originally $2 per week) that ex-
hibitors paid for use of patented Trust-owned projectors, and so on.
(Wu, 2010, p. 64)

To benefit from the blessings of the Trust, producers and exhibitors (owners of
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nickelodeons) were required to align themselves exclusively with the Trust and
not acquire independent or foreign technology for the production and exhibition
of films (Litman, 1998, p. 10).

Another example of indivisibility, this time from the sphere of law, concerns
the privileges of exhibiting a film for others. The technological evolution of film
exhibition, through the inventions of VHS, DVD and Blu-ray Disc, is a problem
for business if, in the absence of copyrights, open-ended viewing is left unchecked
(Decherney, 2012; Wasser, 2002). Copyright law protects the rights of business
by setting the terms of what an individual can do with their possession of a
film copy. If one exhibits a film for private home viewing, it is unnecessary
to acquire a license in addition to what is granted through the purchase for
personal consumption. If one begins to imagine they can share their copy of a
film outside of a private setting, laws such as the U.S. Federal Copyright Act
define all of the social environments where one would need to acquire a license
for “public performance”. Swank Motion Pictures Inc., a company that is an
intermediary-distributor for public performances of films, makes it clear that a
public performance license would need to be purchased for almost any social
setting outside of the home:

This legal copyright compliance requirement applies to everyone, re-
gardless of whether admission is charged, whether the institution is
commercial or non-profit or whether a federal, state or local agency
is involved. This means colleges, universities, public schools, pub-
lic libraries, daycare facilities, parks, recreation departments, sum-
mer camps, churches, private clubs, prisons, lodges, businesses and
more all must properly license movies to show them publically [sic].
(Swank Motion Pictures, Inc., 2016)

The technologically-skilled reader might now be thinking of how easy it is to
find a pirated copy of a Hollywood film. This same reader might also be think-
ing of open-source software, or how copyright law is not governing our everyday
interactions with cultural objects, which can be copied, transformed or altered
(Coombe, 1998). But Veblen’s theory of business enterprise is not incompatible
with our contemporary, mostly-digital, reality. Business enterprise might toler-
ate a degree of piracy or embrace some open-source projects, but Veblen’s key
point about strategic sabotage is that business cannot look at the creative value
of industry the same way a community of people would. According to Veblen,
we can see incompatible perspectives when we think about what “overproduc-
tion” means for business enterprise. Based on his split between business and
industry, Veblen notes that overproduction applies “not to the material, me-
chanical bearing of the situation, but to its pecuniary bearing” (Veblen, 2006c,
p- 215). The output of industry may not exceed the “consumptive capacity of
the underlying population,” but the same level of output may threaten prices
that concern the vested interests of business. Thus, the Hollywood film busi-
ness might not be able to prevent all piracy, or it could sometimes be good for
business to allow for the free dissemination of cinematic images through social
media or on the Internet. But Veblen sees very clearly that business interests
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need to be holding the reins of industry, as these interests “do not see their
way to derive a satisfactory gain from letting the industrial process go forward
on the lines and in the volume for which the material equipment of industry is
designed” (Veblen, 2006¢c, p. 213).

With this in mind, we can start to think of situations that would be ben-
eficial to the art of film but nightmarish for the business of film. From the
standards of aesthetics and democratic principles, free public performances and
an open culture of sharing could energize the world of cinema. Free public access
to motion pictures, for instance, could be the catalyst for an engaged assembly
of moviegoers; and that engaged assembly could in turn enliven those in the
film industry who know that the principle of producing “cheaply and interest-
ingly made distractions” (Bloch, 1988, p. 27) has nothing to do with aesthetics
and everything to do with profit. Could absentee owners of film property ever
embrace these alternative, democratic principles?

In the words of Adorno, owners are all too happy for freedom during leisure
time to be “functionalized, extended and reproduced by business” (Adorno,
2004c, p. 190). Prices and income depend on how the art of film serves the
order of business. This “harmony” is never without power. We saw how power
is used to manage the material indivisibility of the film image. In addition,
film businesses must manage and control the material quality of reproducibil-
ity. As Walter Benjamin notes, in principle all art is reproducible: “Man-made
artifacts could always be imitated by men” (Benjamin, 1968b, p. 218). How-
ever, the techniques of mechanical reproduction represent something new for
artistry. While the methods of founding and stamping go back to the time of
Ancient Greece, the more contemporary methods of reproduction are revolu-
tionary in at least one important respect: reproduction is now inherent in the
very technology of artistic creation. This feature is especially true for films and
photography. The uniqueness and permanence of an authentic artwork have
been superseded by mass production, where there is no concern that an original
artwork precedes the reproduction of facsimiles. Benjamin explains: “From a
photographic negative, for example, one can make any number of prints; to ask
for the ‘authentic’ print makes no sense” (Benjamin, 1968b, p. 224). If Ben-
jamin sees in film production an opportunity for the demos to reject ritual and
any heteronomous reverence for the aura of tradition, the film business that he
fails to adequately consider sees something else. For the film business at large,
the reproducibility of the film image is a potentiality that needs to be tamed and
kept at “reasonable” levels. Power from above is needed to repress the promise
that Benjamin sees in the film image and contemporary art: the indeterminate,
radical potential of mechanical reproduction.

In more recent times, this conflict over the effects of mechanical reproduction
connects to business’ struggle against piracy in digital culture. The modern
notion of piracy has deep origins. Adrian Johns notes the connection to the
much older idea of seafaring pirates. Thucydides understood that the stability
of the Greek city-states depended on their ability to repress peiratos, “seagoing
coastal warlords” (Johns, 2009, p. 35). And since the seventeenth century, there
has been a new breed of pirates, those who violate someone else’s privilege to
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reproduce or withhold a work. At stake in this violation is the power relationship
between “creativity, communication, and commerce” (Johns, 2009, p. 5).

Ignoring for the moment the morality of cultural piracy—some of Europe’s
greatest thinkers, such as Newton and Hume, put up no resistance when they
learned that their work was shared with the public through piratical means—
Europe’s earliest pyrates, from the late 1600s to the 1800s, ignored everything
from exclusive patents given through royal decree to common customs of regis-
tration. As a consequence, many sectors, but particularly in bookselling, used
privilege and property rights to repress technological alternatives to “authen-
tic” works. For example, English booksellers purchased rights to print from an
author, had a royal patent, or belonged to an organization like the Company
of Stationers. Johns describes the latter: “.. the Stationers’ Company received
its royal charter ... in 1557 from Queen Mary. The company was to embrace
all participants in the trade, binders, booksellers, and printers alike .... It had
a remit to police its members to forestall seditious printing” (Johns, 2009, p.
24). Contained in Stationers’ Hall was a registry book that the Company used
to determine who had registered a text first. The Company also held court to
decide between competing claims over the same book or similar enough texts.
However, formal rules were not the only means open to the Company. Employ-
ing tactics similar to those of Charles II, the Company focused on associating
the bookseller with the moral codes of a noble gentleman; his virtue was meant
to provide a differential advantage in bookselling. When that tactic failed, au-
thors would sometimes personally sign copies of their books to undermine false
editions—at the extreme, Lawrence Sterne signed over 12,000 copies of Tristram
Shandy (Johns, 2009, pp. 33-49).

Compared to the complexity of current intellectual property laws, the early
methods of defending against piracy through ideas of honour and nobility seem
embarrassingly unsophisticated. However, there is a clear connection with
present techniques: back then, outsiders, renegades, anti-imperialists, and anti-
monopolists—many of whom resided in Dublin, before English copyright laws
were successfully applied to Ireland-were violating a major taboo of modern
times by circumventing the reach of intellectual property law and custom (Johns,
2009, pp.145-147). For the sellers of cinema, the unlawful reproduction of a film,
in whole or in part, is perceived to be a drain on the power of related propriety
claims. Furthermore, new technologies that allow the private citizen to watch a
film at home must not subsequently create new avenues for illegal recording and
copying—again, the technological creations of industry can threaten business if
the latter does not put the clamp on the former. For example, before intellec-
tual property rights caught up with Betamax, the major distributors that had
hitherto relied on theatrical exhibition were hostile to Sony, Betamax’s owner.
As Maltby recounts, “Jack Valenti [the president of the MPAA] declared that
[Betamax] was a parasite likely to kill moviegoing, and in 1976, Universal and
Disney brought a lawsuit against Sony claiming that its Betamax machine en-
couraged infringement of copyright and arguing that its manufacture should be
prohibited” (Maltby, 2003, p. 192). Through this behaviour, Hollywood was
involved in what Tim Wu calls the “Kronos Effect”: “.. the efforts undertaken
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by a dominant company to consume potential successors in their infancy” (Wu,
2010, p. 25). When Betamax eventually succumbed to VHS, the latter was
no longer perceived as a threat because the dominant business interests had by
then adapted and incorporated home viewing through changes to copyright law.

4.4.3 The capitalization of mass culture

As an aspect of business, this power over the pace and direction of industry is
connected to the common terms and symbols of modern finance. If capital is
an index of strategic sabotage, as Bichler and Nitzan argue, the quantities of
capital are a symbolic representation of a power struggle: “a conflict between
dominant capital groups, acting against opposition, to shape and restructure the
course of social reproduction at large. In this struggle, what gets accumulated
is not productivity as such, but the ability to subjugate creativity to power”
(Nitzan & Bichler, 2009, p. 218).

Bichler and Nitzan readily acknowledge that such claims about capital can-
not be made trivially. So much of our common language about capital accumu-
lation implies that the true foundation of magnitudes of capital lies in the realm
of productivity. However, Bichler and Nitzan conceptualize captial as power
with the help of Veblen, who was deeply sceptical that the quantities of capital
could ever be measures of industrial production:

If capital and capital goods were indeed the same “thing,” [Veblen]
asked, how could capital move from one industry to another, while
capital goods, the “abiding entity” of capital, remained locked in
their original position? Similarly, how could a business crisis dimin-
ish the value of capital when, as a material productive substance, the
underlying capital goods remained unaltered? Or how could existing
capital be denominated in terms of its productivity, when techno-
logical progress seemed to destroy its pecuniary value? (Nitzan &
Bichler, 2009, p. 231)

According to Bichler and Nitzan, Veblen’s distinction between business and in-
dustry carries over into the quantitative dimension of capital. The quantitative
dimension of capitalist power is the “pecuniary capitalization of earning capac-
ity. It consists not of [what is owned] ... but of the present value of profits
expected to be earned by virtue of such ownership” (Nitzan & Bichler, 2009, p.
231). In other words, strategic sabotage, according to Bichler and Nitzan, is the
institutional backbone of capitalization. In this sense, capitalists are looking to
the overall state of society in order to judge how expected earnings from strate-
gic sabotage will eventually translate into actual earnings, what risk premium
they should factor in and what should be considered the normal rate of return.

Later in this section we will investigate what the forward-looking character-
istic of capitalization means for the social dimensions of mass culture. For now,
let us pause to unpack the significance of defining capitalization as the power
of ownership, instead of the so-called “economic” value of what is owned. As
Bichler and Nitzan argue, neo-classical and Marxist approaches both interpret
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the meaning of capitalization with their respective assumptions that capital is
a material-productive magnitude at its core. Assumptions of this type pro-
duce methodological problems that involve explaining how capitalization can
either be a mirror-like reflection of productivity or entirely fictional, in rela-
tion to “real” capital. Instead of repeating Chapter 10 of Capital as Power,
which is where the interested reader would find Bichler and Nitzan’s critique of
the productivity-capitalization relationship, we can see the disconnect between
capitalization and the value of industry with an example from mass culture’s
graveyard: Blockbuster Video.

Older readers will remember the heights Blockbuster Video reached before
it fell into bankruptcy. For much of 1990s and early 2000s, Blockbuster was
the dominant firm in video distribution. Its blue and yellow stores numbered in
the thousands, and they were everywhere in the United States (and in Canada,
where T am from). As it was enjoying its significant market share of video
rentals, Blockbuster was approached by a small start-up, Netflix, which tried to
sell itself to Blockbuster for $50 million. Blockbuster not only refused, but it is
reported that Blockbuster’s CEO, John Antioco, tried to contain his laughter
at the meeting when the offer of sale was made (Levin, 2019).

Figure 4.4 plots the market capitalization of Blockbuster, Netflix and the
S&P 500-all re-based so January 31, 2006 equals 1. Figure 4.4 is a plot of
financial qualities, but it is easy for the average moviegoer to read between
the lines and recall what happened to Blockbuster after it refused to merge
with a much-smaller Netflix. As Netflix grew its DVD rental service and built
a streaming service (video-on-demand), Blockbuster was reporting loses and
closing physical stores at an alarming rate. As Netflix became a “must-have”
digital streaming service for younger audiences, the obsolescence of getting in
your car and driving to your nearest Blockbuster Video store became a joke
in John Mulaney’s stand-up: “I was once on the telephone with Blockbuster
Video—which is a very old-fashioned sentence”.

Nevertheless, the fall of Blockbuster cannot be about what the firm owned.
Why? Because for much of this story—before Netflix carried exclusive in-house
titles—Blockbuster and Netflix virtually owned the same thing: non-theatrical
distribution rights of film titles from the major Hollywood studios. If mar-
ket value was tied to the productivity of these distribution rights, how could
Blockbuster crash at the same time that Netflix soared in market value? The
market value of Blockbuster was crashing because the strength of its strategic
sabotage—the threat to withhold non-theatrical distribution rights of film titles
for a price-was being undermined by a changing culture in movie streaming,
for which Netflix was adapted and able to still command a price for its rentals.
Furthermore, what Blockbuster owned was still technically valuable as industry—
its rentals were still high-quality Hollywood films. Blockbuster was failing as
a business, which simply is a measure of Blockbuster’s ability to have future
streams of income.

Figure 4.5 confirms that the capital of Blockbuster was not the same as its
capital goods or intangible assets. Figure 4.5-A plots the price-to-book ratios
of Blockbuster, which is commonly used to judge if a stock is over- or under-
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Figure 4.4: Market capitalization of Blockbuster, Netflix and the S€P
500

Note: All series have been re-based, where the data point for January 31, 2006
equals 1. Source: Global Financial Data for the market capitalization of
Blockbuster (BLIAQ1B), Netflix (NFLX) and the S&P 500 (SCSP500D).

valued with respect to the book value of its assets. Figure 4.5-B demonstrates
that the market value of Blockbuster fell faster than its assets, which might
have decreased through liquidation sales, not devaluation. If future expected
earnings (price) are tied to the productivity of its assets (book value), Figure
4.5 suggests that Blockbuster was technically “under-valued”. Yet when we
recognize the problems with this two-sided assumption about price reflecting
productivity, it is less puzzling why the market value could deviate from the
so-called productivity of what was owned. The market value of Blockbuster
was a product of declining expectations about the ability of Blockbuster to
strategically sabotage stores full of videos and DVDs in the future.

The disconnect between industrial productivity and capitalization does not
disappear when we study the social dimensions of mass culture. Much of mass
culture can be described as productive labour in a more sociological sense: peo-
ple make, shape, consume and circulate meaning through their ideological and
material activities, both inside and outside of work. However, there is a slight
but crucial difference between the capital-as-power approach and frameworks
that want to incorporate technology, labour and consumer activity into their
theories of value. While the latter frameworks will commonly offer convincing
reasons for a political economic theory of culture to include creativity, desire,
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meaning and context in its concept of capital accumulation, they will also main-
tain that, ultimately, an expanded or inclusive concept of capital is still rooted
in the productivity of its inputs.

Take, for example, the two-stage argument that splits the apparent differ-

ence between brand value and brand equity. Descriptions of brand value are,
essentially, definitions of capitalization: Brand value is the

financial valuation given to a branded product, service or company in
terms of income, potential income, reputation, prestige, and market
value. (Willmott, 2010, p. 525)

In practice, income-based models typically use a discounted cash
flow (DCF) of the value of brands, in which future cash flows are
discounted to a “net present rate” using a discount rate intended to
reflect the risk of those cash flows. (Moor & Lury, 2011, p. 442)

The next step in the argument is to claim that brand value is the process of
monetizing brand equity, which is a complicated and sometimes obscure measure
of a firm’s immaterial wealth. In other words, brand value is the pricing of the
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future earning potential and risk of brand equity, which is comprised of all of the
productive processes, both inside and outside the firm, that go into establishing
brand loyalty and consumer preferences.

Many of the same social elements can be found in the capital-as-power ap-
proach. A noticeable similarity is the scope of capitalization:

.. we can say that in capitalism most social processes are capitalized,
directly or indirectly. Every process—whether focused on the indi-
vidual, societal or ecological levels—impacts the level and pattern of
capitalist earnings. And when earnings get capitalized, the processes
that underlie them get integrated into the numerical architecture of
capital. (Nitzan & Bichler, 2009, p. 166)

However, an important difference lies in what capitalist ownership involves, or,
more importantly, what it does not involve. An investment, whether it includes
production in a factory, involves the use of an immaterial idea or relies on
social knowledge or the behaviour of individuals in social settings, is simply
the legal right to claim future earnings from ownership. For example, as an
industrial art, filmmaking is an integrated composite of human knowledge and
social activity. A film relies on the historical development of human knowledge
about light, sound, storytelling, verbal and nonverbal communication and so on;
it also draws from the development of ideas about style, setting and mood; and
it can draw freely from the many sharable aspects of cinematic art: its methods,
techniques, philosophies and even many of the ideas involved in making a film.
When filmmaking is a business concern, many of these productive elements in
art have zero earning potential because their use and application cannot be
protected through copyrights or other means of exclusion. For instance, there
is no copyright for the genre of horror or the idea that a good story involves a
protagonist and an antagonist.

Thus, the capitalization of mass culture looks out into social dimensions
of culture, but it does so with an eye to the claims of ownership that can
actually be capitalized and bought and sold as commodities. When George
Lucas made Star Wars in 1977 he, just like everyone else, was able to freely
appropriate many myths and ideas that are in the public domain (Decherney,
2012, p. 17). The “stuff” that would make George Lucas rich were all of the
copyrighted elements of Star Wars, which Lucas successfully registered under the
“Star Wars Corporation”.” First, we have the motion picture itself, which was
initially owned by three parties: the Star Wars Corporation, Twentieth Century-
Fox Licensing Corporation and General Mills Fun Group, Inc. We then have
the elements that Lucas publicly registered as his property. Luke Skywalker, for
instance, can be treated as an asset (now under Disney) because it is copyrighted
as “Visual Material”. This is the institutional mechanism of exclusion that allows
owners to command a price from all of the Luke Skywalker imagery that does
not fall under “fair use”. There are also many other copyrighted elements, from
the obvious (e.g., Han Solo, Darth Vader, Ben Kenobi) to the seemingly trivial
(e.g., “X-Starfighter attacking Death Star”, “Front view of Corellian starship”,



4.4. THE CAPITAL-AS-POWER APPROACH 113

“Imperial storm troopers confronting Han Solo, Luke Starfiller®and Chewbacca
the Wookiee”, “Princess Leia Organa awards the heros [sic.] of the rebellion”).
When something in culture cannot be owned directly, capitalists will often
calculate its indirect influence on earning potential. The “eye of capitalization”,
say Bichler and Nitzan, looks everywhere, because the movements of society
could influence the very circumstances that capitalists are trying to discount:

Capitalists routinely discount human life, including its genetic code
and social habits; they discount organized institutions from educa-
tion and entertainment to religion and the law; they discount vol-
untary social networks; they discount urban violence, civil war and
international conflict; they even discount the environmental future
of humanity. (Nitzan & Bichler, 2009, p. 158)

Investors in mass culture, whether their ownership is exercised directly though
stocks or indirectly through hedge funds, investment portfolios or loans,’ are
also discounting social habits, especially those having to do with leisure time.
The rituals of discounting the particular environment of leisure time are the
same as those that discount other social environments, although the particular
impact in each case may differ greatly. Work, unemployment, inflation, religion,
social trends, war, piracy, technology and the presence of competing leisure
activities—these are just a few things that could determine whether the customs
and habits of consumers include a “healthy” dose of mass culture. The question
for the forward-looking capitalist is whether businesses can deliver the goods
they promise and whether people will pay to watch what is being sold. For
instance, is the film industry sabotaged enough, are the habits of individuals
predictable enough and is the general order of society stable enough to signal
to the studio executive that it is prudent to green-light a $175 million budget
for a motion picture about talking animals?

An equally important question for the “discounters” is how the changing
state of the world can disturb the profitability of mass culture. What countries
offer cheap labour? Are there tax incentives for producing culture in a certain
country? How much security is needed to keep on-location work on schedule?
Did MGM discount the risk of street rioting halting production of its TV se-
ries, Maya, which was filmed in Srinigar, Kashmir in the late 1960s? Did any
executive or head of production from Twentieth Century-Fox in 1966 consider
that the widening and damming of a small river in Castle Combe, England, for
the purpose of filming Dr. Dolittle, would anger its residents to the point that
two young Englishmen attempted to blow up the dam?'? Taken from a recent
annual report of DreamWorks Animation SKG, Inc., the following is a list of
potential future risks identified by the company:

e laws and policies affecting trade, investment and taxes, including laws
and policies relating to the repatriation of funds and withholding taxes
and changes in these laws;

o differing cultural tastes and attitudes, including varied censorship laws;
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o differing degrees of protection for intellectual property;

« financial instability and increased market concentration of buyers in for-
eign television markets;

o the instability of foreign economies and governments; and
o war and acts of terrorism. (Dreamworks Animation SKG, 2010, p. 21)

DreamWorks’ vested interest in the socio-political future of the world is not
insignificant when nearly 49 percent of its theatrical revenues come from outside
the United States.

4.5 Conclusion

To our benefit, the influence of Marx pushed Garnham, Babe, Adorno and Mar-
cuse to look for signs of institutional power in the production and distribution
of mass culture. To our deficit, however, the insights of their analyses were ul-
timately undermined by the political economic foundations of Marxism, which
Chapters 2 and 3 show are shakier than they first appear. Marxist political
economy makes too many problematic assumptions about the nature of capi-
tal. Contrary to what Marxist political economy assumes, economic processes in
capitalism cannot be isolated from political power and prices are hardly straight-
forward reflections of productive labour time. Therefore, even the best Marxist
analyses of mass culture still struggle to pinpoint the effect of power on capital
accumulation, the goal of all capitalist investment.

The job of this chapter has been to prepare the theoretical grounds for Part
II, which is where an alternative study of the political economy of Hollywood
will be conducted with the capital-as-power approach. This preparation took
some time, but the time spent was necessary to prevent certain problems from
complicating our analysis. We want to explore various social dimensions of
Hollywood cinema, but without having to arbitrarily decide which parts of cul-
ture are productive and which are not. We also do not want to inadvertently
entangle our historical analysis of the business of Hollywood in deeper theo-
retical issues about what financial data means in terms of value theory. This
entanglement sometimes happens when one assumes that, despite having no
means to empirically test the claim, the general correspondence between prices
and economic value is nevertheless true. A more common entanglement occurs
when political economic research downplays the need to resolve theoretical issues
about the measurement of economic value. Yet, as the unexplained correspon-
dence between price and value moves further from the mind of the researcher,
many qualitative, historical aspects of capitalist society are analyzed without
any inkling of the theoretical problems that are coming through the side door.

For example, the incorporation of Marxist theory in Global Hollywood 2 con-
fuses rather than strengthens its otherwise excellent study of the Hollywood
film business (Miller, Govil, McMurria, Maxwell, & Wang, 2005). Its authors
use the general framework of Marxist political economy to define a two-level
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project. First, Hollywood is bolstered by “corporate and state domination, with
the US government instigating and facilitating capital accumulation generally
and screen trade in particular”. Second, films are “commodities whose value is
derived from the labour that makes them” (Miller et al., 2005, p. 5). When com-
bined, these two conceptual levels of Global Hollywood 2 cover a great amount of
historical detail: the involvement of the US government in Hollywood’s global
ambitions, international trade agreements (e.g., GATT), the power of copyright,
“runaway production” (location shooting that only appears to have been filmed
in the stated locale), the division of labour on a Hollywood film project, and the
marketing and surveillance of consumer behaviour. Yet, as impressive as this
scope is, the inclusion of the labour theory of value implies that labour time
is the productive backbone of Hollywood’s so-called economic dimension. And
that implication is hard to support.

As an assumption that hangs over each page of Global Hollywood 2, the
Marxist concept of value seeps from the background to the foreground, colour-
ing the particular facts with a larger theory of capital. To be sure, the collage
of well-researched historical details in Global Hollywood 2 is not the problem.
Rather, the nagging issue is the absence of any demonstration of how the mani-
fold historical descriptions, which include prices and wages, connect to a concept
of capital that, according to its own definition, denotes accumulation in quan-
tities of labour time. Therefore, as historical details fly this way and that, the
theoretical structure of Global Hollywood 2 is unable to ultimately explain what
is and is not a component in the engine of capital accumulation. Is it surplus
value from labour alone, and if so, what is the correspondence between Holly-
wood’s rate of profit and its rate of exploitation? What effects do the state,
ideology and law have on the level of value produced in this sector? Labour is
defined at the beginning of the book as the de jure source of value; however, by
the time we reach the conclusion, we have travelled through a complex de facto
story of how a film becomes a means for profit, and that story goes far beyond
labour as such. The story of the Hollywood film business includes massive state
investment, major diplomatic negotiations, copyright protection, monopoly re-
strictions, ideologies of pleasure and Americanism, etc. (Miller et al., 2005, p.
363).

A keen reader might reply that Global Hollywood 2 is doing what good Marx-
ist political economy does well: it looks at all of the historical conditions that
underpin and surround capital accumulation. She may go on to reiterate the
authors’ point that they “blend disciplinary perspectives” because “historically,
the best critical political economy and the best cultural studies have worked
through the imbrication of power and signification .... Hollywood’s cultural
products travel through time, space and population ..” (Miller et al., 2005,
p. 6). Yet if the political economy of Hollywood is this diverse, what is the
purpose of stating in the introduction that only one universal quality, human
labour, is the basis of value? Because of the book’s rigour and breadth, we can
say that Global Hollywood 2 is trying to study the economic and power dimen-
sions of capital accumulation in Hollywood. But if that is indeed the case, the
labour theory of value causes undue friction. It relies on the assumption that
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an economic magnitude is distinguishable from political power.

For example, the authors of Global Hollywood 2 note that the production of
the Star Wars prequels took advantage of the nominal price difference between
average wages in Hollywood and Australian film production ($635 v. $400-430
daily pay); but how is this presumed exploitation measured in “real” terms,
and should we assume that Australian workers are therefore exploited more
than their American counterparts? Similarly, the statement that “establishing
scarcity through exclusivity is one of the enduring aims of copyright protec-
tion” is suggestive of accumulation-through-power (Miller et al., 2005, p. 227);
but does this statement mean that legal institutions and state power are, far
from being mere addendums, directly responsible for the capital accumulation
of Hollywood? Or is copyright protection still just a mechanism of the capitalist
superstructure, which only supports the mode of production rather than being
integral to it? It is confusing to implicitly take away with one hand—i.e., value
is only rooted in labour—what the other hand offers explicitly—i.e., copyright
protection is a key function in profit seeking from cultural ideas and images.

If we commit to radical left politics, to which Marxism has contributed
greatly, we should be prepared to overcome problematic assumptions that limit
our research. The capital-as-power approach offers the advantage of openly
affirming what Marxist political economy is forced to admit tacitly: namely,
that, in the age of advanced capitalism, ideology, desire, signification, intellec-
tual property rights, nationalism and many other political processes are just as
important for accumulation as labour and machines are.



Part 11

117






Chapter 5

Applying the
capital-as-power approach
to Hollywood

5.1 Introduction

This chapter serves two purposes. First, it explains how the capital-as-power
framework will structure our analysis of the Hollywood film business in greater
detail. Second, this chapter explains why the rest of the project focuses on risk
in the Hollywood film business. In the capital-as-power approach, risk is concep-
tualized as an elementary particle of capitalization: it is the degree of confidence
that capitalists have about future earnings (of Hollywood cinema, in this case).
In the interest of lowering risk and increasing their degree of confidence, Hol-
lywood’s business interests attempt to control, as much as possible, how new
films will function in an already instituted order of cinema, which includes the
creativity of filmmakers and the habits of moviegoers.

In contrast to Chapter 4, which presented the capital-as-power approach in
a more conceptual form, the first part of this chapter will give a more technical
explanation of how the capital-as-power approach is being applied to empirical
research on the Hollywood film business. The description will explain the meth-
ods of selecting Hollywood firms, using financial data, and measuring Holly-
wood’s performance against relevant benchmarks. Translated into the language
that will be used throughout Part II, we have a three-part series of research
methods:

1. The object of study: Major Filmed Entertainment
2. The logic of prices: Capitalization and its elementary particles

3. The measure of capital accumulation: Differential accumulation
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Following this explanation of research methods, the second part of the chapter
begins the study of the effects of risk on the Hollywood film business.

5.2 Major Filmed Entertainment

Part II of this book describes and analyzes the capital accumulation of the six
major studios in Hollywood from 1950 to 2019: Columbia, Disney, Paramount,
Twentieth Century-Fox, Universal, and Warner Bros.. Table 5.1 presents each
studio and its history of conglomerate parentage. The bottom of the table cites
key sources in the gathering of this research.

Table 5.1: Major Hollywood Studios, 1950-2019

| Studio Parents (period of ownership)
Coca-Cola (1982-1987)
Columbia Columbia Pictures Ent./TriStar (1987-1989)

Sony (1989-2019)

Disney

News Corporation (1985-2012)
Fox Twenty-First Century Fox (2013-2018)
Disney (2019)
Gulf + Western (1966-1989)
Paramount Paramount Communications (1989-1994)
Viacom (1995-2019)
Warner Bros.-Seven Arts (1967-1969)
Kinney National Company (1969-1971)
Warner Communications (1972-1989)
Time Warner (1990-2019)
MCA (1964-1989)
Matsushita (1990-1995)
Seagram Ltd. (1995-2000)
Vivendi (2000-2011)
GE (2004-2012)
Comcast (2009-2019)

Relevant sources: For histories of the Hollywood film business and profiles of the ma-
jor studios after the Paramount case of 1948, see D. A. Cook (2000); Langford (2010);
Maltby (2003); Prince (2000); Wasko (1994, 2003). For details on the conglomeration and
ownership structure of Hollywood, see Bagdikian (2004); Compaine and Gomery (2000);
Kunz (2007); Thomas and Nain (2004).

Warner Bros.

Universal

When referring to these six studios as a group, I use the term “Major Filmed
Entertainment”. There are three reasons why I use this category over other,
more commonly used terms, such as “major film studios” and “Hollywood film
distribution”.
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First, the oligopoly of Hollywood film production and distribution can be
challenging to study when, across decades, old companies evolve or new ones
join the group of dominant firms. A historian of Hollywood studios might get
nervous when they see a fixed term like Major Filmed Entertainment, but its
usage is meant to group firms according to their shared objectives in capital
accumulation. Thus, Major Filmed Entertainment is an abstraction that will
sometimes seem distant from what we imagine happens on a film set or in
a studio executive’s office. Nevertheless, there is no incompatibility between
the abstractness of the concept and a historical study like Christensen (2012),
which seeks to know how each particular studio, such as MGM or Warner Bros.,
adopted its own set of aesthetic styles and corporate behaviours in the pursuit
of profit. Rather, works like Balio (1993), Christensen (2012) and Langford
(2010) are simply operating at lower levels of historical detail; abstracting up
to a broader categorical term like Major Filmed Entertainment can be effective
when the argument momentarily looks beyond particularities—e.g., the differ-
ences between the film styles of MGM and Warner Bros., or the differences
between United Artists in 1930 and 1960.

Second, “Major Filmed Entertainment” is a language marker that helps re-
mind the reader of the political economic assumptions that frame my empirical
research on Hollywood’s behaviour and performance. Some of the facts and
data have been drawn from other sources in film studies and political economy,
but I do not want my terminology to imply that there is an automatic agree-
ment over the theoretical meaning of the data. For example, I refrain from
calling Hollywood a “film industry”, which is what many political economists
will use to analyze the capitalist character of Hollywood cinema (Bakker, 2005;
Crandall, 1975; Crane, 2014; Dante, 1990; De Vany, 2004; Litman, 1998; Pen-
dakur, 2008; Wasko, 1982). Calling Hollywood a film industry is not automat-
ically problematic, but its usage as an economic term will be confusing when
the capital-as-power approach, via Veblen, rejects the price-productivity rela-
tionship and understands strategic sabotage to be business’ external control of
industry. When I refer to Hollywood’s film industry—which I sometimes do-I
am thinking of the technological and aesthetic capacities of film as an industrial
art. This industrial art, in my mind, is not connected to a film business a priori.

Third, “filmed entertainment” is a term that reflects the scale of the available
financial data from 1950 to 2019. The business of cinema has, in the last few
decades, diversified its methods of gaining income—e.g., exhibition windows after
theatrical exhibition (DVD, Blu-Ray, Internet streaming), intellectual property,
franchising—and there are serious obstacles involved in trying to isolate the busi-
ness of cinema in this age of conglomeration. At one end of the scale, we must
still distinguish filmed entertainment operations from the different activities of
Hollywood’s corporate parents. For example, GE acquired NBC Universal from
Vivendi in the early 2000s. For the period when GE had a full or partial stake in
media entertainment (Comcast had a 51 percent stake in NBC Universal from
2009 to 2019), this giant of corporate America was also investing in the busi-
ness of appliances, aviation, gas, industrial motors, weapons and wind turbines,
among others. Consequently, the market capitalization or net income of GE as



122 CHAPTER 5. APPLYING THE CAPTIAL-AS-POWER APPROACH

1 1 1 1 I
1 1 1 1 1

o [ YooYl

1 1 1 1

1 1 1
Universal :- -_:

1 1 I 1 . I

warer [ TR RXXXA

1 1 I
1940 1950 1960 1970 1980 1990 2000 2010 2020
771 Compustat B4 Annual Reports

Figure 5.1: Major Filmed Entertainment: Sources by year

a conglomerate gives us far too much noise for our purposes. At the other end
of the scale, data for the film studios proper are not always available. “Major
Filmed Entertainment” signifies that some of the data will sometimes include
other filmed operations, like television or animation.

Other researchers are aware of how the scale of data can create obstacles for
empirical research on the financial aspects of Hollywood (Leaver, 2010; Wasko,
2003). In light of these obstacles, my empirical methods aim to be multi-sided.
At the centre of my analysis is the “de-conglomerated” data on Major Filmed
Entertainment. As is shown in Figure 5.1, data from annual reports begins in
the mid-1940s, which gives smoothed time series (e.g., rolling averages) more
runway. From around 1950 to the early 1990s, the source of data is Compus-
tat, which is a Standard & Poor’s database. The switch to annual reports in
the early 1990s is an effect of when Compustat data on the Hollywood studios
end: in the conglomeration wave that swept up Hollywood film studios in the
1980s (Kunz, 2007; Prince, 2000). Rather than continue the series with data
on the conglomerate parents—which repeats the earlier problem in the example
with GE-I have used the conglomerates’ annual reports to extract data on each
of their various business operations. The advantage of this method is that we
can ignore the conglomerates’ operations that are not relevant to specific argu-
ments about Hollywood cinema. The disadvantage, however, is that our market
capitalization data end when we switch from Compustat to annual reports.

I also use data on film releases, film attendance, theatrical grosses, opening
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theatres, ticket prices and other related facts. On their own, many of these
facts will share the same shortcoming for our purpose: they do not provide
information on profit. Yet they can supplement our core data on Major Filmed
Entertainment. Like the parable of trying to discern the outline of an elephant
through touch alone, the Hollywood film business is big enough to offer enough
“touch points”’—an array of perspectives that will sharpen our understanding of
capital accumulation in the realm of cinema.

Therefore, while media conglomeration is certainly significant to a history
of contemporary Hollywood and mass culture, our decision to focus specifically
on film operations is purposeful. Film is still a distinct cultural commodity
in capitalist society, and even when we limit ourselves to studying the role
of capitalist power in Hollywood cinema we have more than enough research
questions to juggle. Take James Cameron’s 2009 blockbuster, Avatar, as an
example. Seen from the heights of media conglomeration, Avatar is valued for
being malleable intellectual property, which allows for its copyrighted material
to be licensed and sold in fast-food chains, retail stores and amusement parks.
Yet Avatar started as a film, and the film’s function in profit does not become
irrelevant when the pool of intellectual property claims widens; there are still
relevant questions about what type of “superstructure” can be built on this
film. For example, how does Cameron’s ambitious usage of 3-D technology
affect the film property’s business performance? Was the style and content of
Avatar-the-film instrumental or incidental to News Corp’s ultimate interests in
intellectual property and franchising? Answers to these types of questions can
be answered with the capital-as-power approach, particularly at a broader level
of film production and distribution. Let us turn now to capitalization, which is
a key component in this approach.

5.3 Capitalization and its Elementary Particles

The concept of capitalization was first introduced in Chapter 4. Capitalization
is the numerical architecture of capital. It is, according to Bichler and Nitzan,
“the algorithm that governs and organizes prices”. In other words, capitalization
is a generative force; it is the key logic that, denominated in prices, creates and
recreates the capitalist order.

The scope of capitalization widens when business enterprise attaches “income
streams” to more social objects or processes. In fact, the formal universality
of capitalization first interested neo-classical economics in the early twentieth
century. Irving Fisher, for example, argued that every productive activity can be
directly or indirectly capitalized because the logic of discounting expected future
earnings applies to every claim on ownership that is treated as an “income-
generating asset” (Nitzan & Bichler, 2009, p. 156).

In our case, capitalization is the lens through which the multi-faceted, qual-
itative world of cinema, art and culture become, to Major Filmed Entertain-
ment, objects and relations that need to be discounted to present prices. In
other words, these qualities are transformed into what Marcuse describes more
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broadly as the “quantifiable qualities” of technological rationality (Marcuse,
1991, p. 136). Many of these qualitative aspects of cinema, art and culture are
not owned by Major Filmed Entertainment directly, but the latter is trying to
discount what it does own: claims of ownership whose expected income streams
can be affected by the social composition of mass culture and the dynamics of
consumption, leisure, pleasure and meaning in society.

According to Bichler and Nitzan, this logic of capitalization can be decon-
structed into its “elementary particles”: earnings, hype, risk and the normal
rate of return, which, like a treasury bill or a government bond yield, is a rate
of return that “all capitalists believe they deserve” at minimum (Nitzan & Bich-
ler, 2009, p. 239).!'The relationship between these variables can be presented
this way:

ExH

K, =
¢ 0 X e

(5.1)

Capitalization at any given time (K;) is equal to the discounted value of fu-
ture earnings (E) multiplied by hype (H), which measures the extent to which
capitalists are “overly optimistic or overly pessimistic about future earnings”
(Nitzan & Bichler, 2009, p. 189). The numerator is discounted by two vari-
ables: a rate of return that capitalists feel they can confidently get (r.) and the
risk coefficient (9). Because risk is in the denominator, a smaller ¢ indicates a
greater degree of confidence and therefore a larger capitalization, and a larger §
indicates the opposite. If, for instance, there is growing uncertainty about the
size and pattern of a future stream of earnings, § will increase and the asset in
question will be discounted to a lower present price.

Because of the limitations to acquiring long-term data on the market cap-
italization of Major Filmed Entertainment (see Section 5.2), the key series in
my analysis will be operating income. While the ideal would be to have a com-
plete 60-year time series of market capitalization, we can use operating income
to measure increases or decreases of elements within the capitalization formula.
Over the long term, earnings are the main anchor of capitalization (Nitzan &
Bichler, 2009, p. 186). We can also use operating income to measure risk, an-
other variable in the process of discounting expected future earnings to present
prices. The second part of this chapter and the rest of Part II will demonstrate
that, in the case of Hollywood, risk (§) is of crucial significance to its differential
accumulation.

Figure 5.2 presents the operating income data of Major Filmed Entertain-
ment. In Panel A we can see the raw data points of each firm in the group
(for presentation purposes the log scale hides the rare occurrences of operating
loses). Panel B presents annual and rolling averages of the data, which will
often be referred to as “operating income per firm”.



5.4. DIFFERENTIAL ACCUMULATION 125

. A.Raw data
10
£
S 10°-
£
o
£
® o * ,
g 10 @ Columbia <> Paramount
@) 8 Disney gr  Universal
B Fox VY Warner
-2
10 T T T T T T T T T
. B. Major Filmed Entertainment, operating income per firm
10

—— mean
—— mean, 5-year rolling average

10°

Operating income
>

T T T T T T T T T
1940 1950 1960 1970 1980 1990 2000 2010 2020
Date

Figure 5.2: Major Filmed Entertainment: Operating income, 1950-
2019

Source: Compustat through WRDS for operating income of Major Filmed
Entertainment, 1950-1992. Annual reports of Disney, News Corp, Viacom, Sony,
Time Warner (Management’s Discussion of Business Operations for information on
their filmed entertainment interests) for operating income of Major Filmed
Entertainment, 1993-2019.

5.4 Differential accumulation

Differential accumulation is rooted in capitalization. More specifically, it is
rooted in the relative differences between capitalized properties. There is an
implicit differential measure between any two magnitudes of capitalization. For
example, on December 2, 2020, Apple’s market capitalization ($2.093 trillion)
was 1.7 times larger than Google’s ($1.236 trillion), and Google’s was 4.4 times
larger than Disney’s ($278.1 billion). Taken at a single point in time, these
multiples are static measures of differential capitalization. Differential accumu-
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lation measures how differential capitalization changes over time. Treated as
a dynamic process of redistribution, firms accumulate differentially when their
capitalization rises faster than that of others and “their distributive share” be-
comes “bigger and bigger” (Nitzan, 2001, p. 230).

Similarly to how capitalization can be broken down into elementary particles,
differential accumulation can be broken down into the elements of differential
capitalization (Nitzan & Bichler, 2009, p. 327):

E H
K, B
DK =% =2 T (5.2)

Like Equation 5.1, Equation 5.2 deconstructs capitalization into future earn-
ings, hype, risk and the normal rate of return, which is effectively cancelled out
because it is common to the capitalization of both the entity in question (a) and
the benchmark to which it is compared (b).? By making each element the ratio of
two entities, we have a platform to investigate the extent to which a firm or set
of firms can accumulate differentially. The capitalization of K, can rise faster
than the capitalization of Kj through a rise in differential profit (E, > Ej), a
rise in differential hype (Ha > Hb) or a decrease in differential risk ((5a < (S.b).

5.4.1 The Differential Accumulation of Major Filmed En-
tertainment

Since we are looking primarily at the longer-term trends of Hollywood cinema,
hype (H), a mostly cyclical, shorter-term variable, will be kept hidden as a part
of expected earnings (FF). Furthermore, our measure of differential accumula-
tion has Major Filmed Entertainment in the numerator (set a in Equation 5.2)
and a set called Dominant Capital in the denominator (b in Equation 5.2):

EE N

Ky EE
DK = SM _ EEp 5.3

where M is Major Filmed Entertainment, and D is Dominant Capital. The set
of Dominant Capital includes, for each year, the top 500 firms on the Compustat
database, sorted by the market capitalization of all firms that are listed, but not
necessarily incorporated, in the United States. This 500-firm set is meant to be
similar to the S&P 500, which is a standard benchmark for the performance of
large US-based corporations. As our study of Major Filmed Entertainment will
rely on operating income data, so to will our measure of Dominant Capital—if it
is to act as our benchmark. Figure 5.3 visualizes the construction of Dominant
Capital’s operating income per firm.

Would it be better to have filmed-entertainment firms in the denominator
of Equation 5.27 There is no arithmetical barrier to plugging any firm or set
of firms into a measure of differential accumulation. Thus, the method de-
mands that we, the researchers, identify a good reason to use the differential-
accumulation measurement in a particular way. Take, as a thought experiment,
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Figure 5.3: Dominant Capital: Operating income, 1950-2019

Source: Compustat through WRDS. Top 500 sorted by the market capitalization
each year.

a piece of Major Filmed Entertainment’s historical performance: in 1996 the
average operating income per firm of Major Filmed Entertainment was $504
million. For the same year, its average revenues per firm were $4.5 billion. Are
these magnitudes large or small? Now consider other relevant questions. How
would investors, who could always put money in sectors other than film and
media, regard these numbers? How does Hollywood know if it is doing well or
not? When is the financial performance of Major Filmed Entertainment cause
for celebration, and when is it a reason for distress?

There are no universal answers to these questions. Instead, the modus
operandi of actual capitalists is to find and use contextually-relevant bench-
marks for the performance of their investments:

A capitalist investing in Canadian 10-year bonds typically tries to
beat the Scotia McLeod 10-year benchmark; an owner of emerging-
market equities tries to beat the IFC benchmark; investors in global
commodities try to beat the Reuters/Jefferies CRB Commodity In-
dex; owners of large US corporations try to beat the S&P 500; and so
on. Every investment is stacked against its own group benchmark—
and in the abstract, against the global benchmark. (Nitzan & Bich-
ler, 2009, p. 309)

Relevancy, in this case, is defined by such factors as listed stock exchange and the
size of the investment. As the oligopoly of Hollywood cinema, the size of Major
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Filmed Entertainment prevents small firms from being competitors in terms of
profits, revenues or other business indicators. Rather, Major Filmed Entertain-
ment finds like-minded competition in the giant firms of their respective sectors.
Their levels of accumulation are worthy benchmarks of the powerful.

Figure 5.4 illustrates that Dominant Capital is a more meaningful bench-
mark for Major Filmed Entertainment than what could be called “Minor Filmed
Entertainment”. The latter is not an organized collective of firms, but rather
is a broad set of firms that operate in the following categories of the Standard
Industrial Classification manual:

e 7812 Motion Picture and Video Tape Production

e 7819 Services Allied to Motion Picture Production
e 7822 Motion Picture and Video Tape Distribution
o 7829 Services Allied to Motion Picture Distribution

All three series in Figure 5.4 are re-scaled so that 1970 equals one. Each series is
the per firm average of annual operating income. The comparisons of operating
income per firm demonstrate how, for the last 50 years, beating the average
solely within the filmed-entertainment sector has became a meaningless goal
for Major Filmed Entertainment. The average “Minor-Filmed-Entertainment”
firm simply has not kept pace with the firms that dominate Hollywood cinema.
Conversely, the average Dominant-Capital firm has not lost its relevancy as a
benchmark; the trajectory of its operating profits is similar to Major Filmed
Entertainment’s.
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Figure 5.4: Dominant Capital: A benchmark for Major Filmed Enter-
tainment

Source: Compustat through WRDS for firm data of Dominant Capital and “Minor
Filmed Entertainment”; and for operating income of Major Filmed Entertainment,
1950-1992. Annual reports of Disney, News Corp, Viacom, Sony, Time Warner
(Management’s Discussion of Business Operations for information on their filmed
entertainment interests) for operating income of Major Filmed Entertainment,
1993-2019.

5.5 The main objective of Part II: Risk in the
Hollywood film business

In light of what has been covered above, we can now outline the main objective
of Part II in more detail. Our focus is on the role of risk in the differential
accumulation of Major Filmed Entertainment. Risk does not tell the whole story
of the capitalist character of Hollywood, but it is an elementary particle of the
logic of capitalization. Risk is a partly subjective, partly objective factor that
shapes the way a claim on future earnings is assessed. If capitalization discounts
the size and pattern of a future stream of earnings, risk is the expression of the
“degree of confidence capitalists have in their own predictions” of those earnings
(Nitzan & Bichler, 2009, p. 208). Risk can also be expressed as a differential
measure (e.g., ‘;—“; in Equation 5.3), which lets us inquire how a firm or set of
firms lowers its risk at a faster rate than others.

The decision to focus on risk is motivated by the relationship between the two
series in Figure 5.5. The solid line plots the 5-year smoothed differential market
capitalization of Major Filmed Entertainment from 1954 to 1993. Here, the
average market capitalization of Major Filmed Entertainment is benchmarked
against the average of Dominant Capital. As was mentioned when we first intro-
duced the term “Major Filmed Entertainment”, the capitalization data for this
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group end at 1993; from this point onward, available data pertain to the market
capitalization of Hollywood’s parent conglomerates, rather than the subsidiaries
we are interested in. The semi-dotted series measures the 5-year smoothed dif-
ferential operating income of Major Filmed Entertainment, which is likewise
benchmarked against Dominant Capital. Unlike market capitalization, this se-
ries is available for the entire 1954-2019 period, since operating income for Major
Filmed Entertainment can be obtained from their annual reports and Compus-
tat. The juxtaposition of the two series shows that, for the years when there are
data for both series, the differential earnings of Major Filmed Entertainment are
insufficient to explain differential capitalization. Most significantly, from 1980
to 1993, differential earnings declined while differential capitalization soared.
The comparison of this difference unfortunately ends at this point in time, but
Figure 5.5 is demonstrating that differential capitalization depends not only on
the level of earnings.

The study of risk also accounts for historical shifts in capitalist power. As
Bichler and Nitzan suggest, capitalization is not a crystal ball that can see the
future. Rather, it is a social ritual, one that attempts to estimate how a stream
of income and its underlying social conditions will carry into the future (Nitzan
& Bichler, 2009, p. 187). The difference between prophecy and estimation is
significant. Social norms, values and behaviour can change, and business enter-
prise, which is trying to estimate this future, can never find an Archimedean
point that is outside of society or safe from the winds of history. Consequently,
there is always “risk” that business estimates will turn out to be wrong. More-
over, risk can change as social actors, including capitalists, strengthen or weaken
the continuity of established social relations.

As stated above, Bichler and Nitzan understand power as “confidence in
obedience: it represents the certainty of the rulers in the submissiveness of the
ruled” (Nitzan & Bichler, 2009, p. 398). Thus, if we translate § into the more
philosophical language of power, the capitalist degree of confidence (%) refers to
the perceived duration and strength of obedience and the likelihood that future
social behaviour will function for capitalist ends. For instance, capitalist confi-
dence can increase when individuals have internalized the goals of a repressive
society, when the persistence of fear, violence and poverty has actually helped
social power acquire an “unshiftable weight” (Castoriadis, 1998, p. 109). Yet,
however strong obedience may appear to be, it is always threatened by the
possibility that individual or even social autonomy will resurface in the future.
Even for the largest empires and the most repressive political regimes, there
is never an absolute guarantee that social obedience will carry on indefinitely.
Therefore, risk is the product of the inability of a ruling class to eradicate the
potential for individual and group autonomy to resurface in the future.?

With respect to the forward-looking nature of the Hollywood film business,
risk perceptions account for the possibility that the future of culture will be
different—and perhaps radically different—from what capitalists expect it to be.
This logic of capitalist accounting, while quantitative in expression (prices, in-
come, volatility, etc.), is social in essence. For this reason, the risk perceptions
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Figure 5.5: Differential capitalization and differential operating income
of Major Filmed Entertainment

Note: Both series are smoothed as 5-year moving averages. Source: Compustat
through WRDS for market capitalization and operating income of Major Filmed
Entertainment, 1950-1993. Compustat for operating income of Major Filmed
Entertainment, 1950-1993. Annual reports of Disney, News Corp, Viacom, Sony,
Time Warner (Management’s Discussion of Business Operations for information on
their filmed entertainment interests) for operating income of Major Filmed
Entertainment, 1994-2019. Compustat for firm data of Dominant Capital,
1950-2019.

of Major Filmed Entertainment cannot overlook any social dimension of cinema,
be it aesthetic, political or cultural. The eye of capitalization searches for any
social condition that could have an impact on “the level and pattern of capitalist
earnings” (Nitzan & Bichler, 2009, p. 166).

As Grantham notes, this thorough evaluation of risk is evident at the level of
film-project financing: “.. film risk is variable and the degree of risk is subject
to structural considerations as well as the greater or lesser degree of ‘riskiness’
inherent in any project’s subject matter, or associated with its writer, director,
stars, and so on” (Grantham, 2012, p. 200). But based on what was said
above, Grantham’s use of the word “inherent” is potentially misleading. Here,
“riskiness” is a term of business, not art. We may be tempted to label a film
“risky” if it challenges social taboos, or if, like Véra Chytilova’s Daisies (1966),
it uses the cinematic medium to critique political regimes. A filmmaker can also
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be said to be taking an “aesthetic risk” when he or she develops an untested
cinematic style. However, indeterminate creativity in the realm of aesthetics
or the development of political cinema can both exist separately from the logic
of capital. In fact, it is Veblen’s point that pecuniary value does not simply
reflect political, cultural or aesthetic quality. Rather, when cinema is a business
concern, vested interests flip the definition of value. Under their logic of capital,
the potential of creativity, both anthropological and technological, are judged
according to the terms of capitalist investment: a risky movie is one that fails
not business’s aesthetic criteria but its financial expectations.*

5.6 Our hypothesis about risk

With our focus on studying risk, we can assemble an overarching hypothesis for
the rest of Part II:

Hypothesis

The drive to reduce risk—and the central role of strategic sabotage in this
reduction—shapes Hollywood’s orientation toward the social-historical
character of cinema and mass culture. Major Filmed Entertainment uses
its oligopolistic control of distribution to create what we can call an order
of cinema. An order of cinema is the product of a cinematic universe—
social relations and all-being valued as a deterministic social system. As
an object of instrumental calculation, the orderliness of cinema is defined
by the way various properties of cinema predictably function in the goal
of differential accumulation.

\. J

Hollywood cinema can be treated as an order because cinematic creativ-
ity and social meaning are bound together—and in important ways shaped and
controlled—by Major Filmed Entertainment’s strategies to accumulate capital.
“Risk” in this context reflects the degree of confidence investors have in this or-
der of social relations actually generating predictable earnings. In other words,
risk is the assessment of a three-part relationship between accumulation strate-
gies, filmmaking strategies and the broader social consequences of cinema. Now,
since risk perceptions are a major component of capitalization, reducing risk is
a major driver of accumulation. This reduction, we will try to demonstrate,
is accomplished by making the articulation and determination of an order of
cinema, ever more predictable.

The future is, of course, always unknown. Yet Major Filmed Entertainment,
like other business enterprises, translates its control of industry and the histor-
ical trajectories of society into instrumental calculations about the future of its
claims of ownership. If we break down the overall confidence of Major Filmed
Entertainment into smaller building blocks of means and ends, we acquire a
keener sense of how strategic questions about the control of social creativity
will underpin the capitalization of cinema. For example: which film projects
should be nurtured, developed and then green lit for production? Which film
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ideas should be rejected, and according to what criteria? Should creativity in
filmmaking obey standards about form and content, and, if so, what should
these standards be and how should they be instituted? What will happen to
earnings if filmmakers are allowed to explore new ideas or experiment with
untested filmmaking techniques? Will consumers welcome—i.e., pay for-a more
political cinema, which engages with social taboos or controversial subjects?
Can Hollywood make them pay-and if so, how??

In the contemporary era of the Hollywood film business, these and other
questions about the artistic trends of filmmaking relate to the financial risk of
overproduction. Veblen’s concept of overproduction and its relationship with
strategic sabotage in Hollywood will be covered in the next chapter. In the
meantime, we can give context to the hypothesis above. Historical changes to
US theatrical attendance and the growing importance of international distribu-
tion both help explain why Major Filmed Entertainment shows preference for
aesthetically-limited production and a habituated audience, one that is ready and
willing to keep gravitating around small sets of films, year after year. Within
the capital-as-power approach, Major Filmed Entertainment’s preference is ex-
pressed through historical evidence of a depth strategy, which often carries higher
risk than a breadth strategy.

5.6.1 Looking for confidence in a shrinking pond

Few will be surprised when I say that a present-day moviegoer sees less films
in theatres annually than a moviegoer did fifty years ago. What might sur-
prise a reader is my belief that this historical change does not diminish the
importance of theatrical releases in the capital accumulation of Major Filmed
Entertainment. Technological changes in home entertainment have multiplied
the opportunities for a moviegoer to watch a film outside of a theatre. As Fig-
ure 5.6 shows, physical formats (DVD, Blu-ray) and digitial streaming in recent
years have summed to a greater share of revenues than theatrical exhibition’s
share. Nevertheless, particular theatrical releases still act as “tent-poles” by
having big successes in theatres lift the level of non-theatrical revenues months
later. Moreover, the decline of theatrical exhibition does not affect films equally.
Blockbusters are still released in as many theatres as possible; medium or small
budget films are the ones that desperately fight for marginal attendance num-
bers (Christopherson, 2013, p. 150).

Technological change does not make theatrical releases irrelevant, but rather
forces us to take a different perspective on the shrinking “pond” of annual
theatrical attendance. Figure 5.7 measures US theatrical attendance per capita
from 1933 to 2019. After a sharp decline that was most likely caused by the
advent of television, American attendance per capita has stayed at roughly the
same level since the 1970s. Since the 2000s there has been another decline,
to a point where the average American is only seeing four films in theatres a
year. In this context, the challenge for Major Filmed Entertainment might be
to determine which four films the average moviegoer sees; and more specifically,
to create a determinable order of cinema that keeps the spotlight directly on
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Figure 5.6: Global theatrical and home entertainment consumer spend-
ing, percent shares of formats

Source: Motion Picture Association (previously Motion Picture Association of
America; renamed in September 2019)

its most expensive films. Hollywood may certainly try to expand the market,
pushing people to see more films in theatres. However, with US attendance per
capita having remained near-constant for over 50 years, the alternative strategy
is for Major Filmed Entertainment to redistribute the market: to ensure that
moviegoers see mostly their own blockbusters (Cucco, 2009).

The actions of Major Filmed Entertainment confirm that this group of firms
is, at minimum, adapting to a cultural environment where annual theatrical
attendance of the average moviegoer is infrequent. Historically, attendance per
capita has been in a reciprocal cause-effect relationship with Major Filmed En-
tertainment’s pace of film production. Figure 5.8 shows the history of theatrical
releases in the United States. As was first shown in Figure 4.3, the overall trend
of Major Filmed Entertainment is to stagnate or decline its rate of theatrical
releases. This push downwards has additional significance after the late 1970s.
Relative to a total theatrical market that is still, as of 2019, in a continuing
period of growth, Major Filmed Entertainment has reached record-lows in its
percent share of theatrical releases in the United States.

Digital technology and the Internet support the strategy of redistributing
theatrical consumption. For instance, Epagogix is a consulting firm that sells
data analysis to the Hollywood studios. The firm uses a database of film scripts
to capitalize the smallest details of any potential film project. After having
broken down a client’s script into separate elements, the database produces
“values” for each element, as if the film were one big neo-classical production
function. Malcolm Gladwell witnessed Epagogix’s process in 2006:

[Copaken, the co-founder of Epagogix,] started with the first film
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Figure 5.7: Theatrical attendance per capita, United States

Source: Finler (2003) for box-office receipts and ticket prices from 1933 to 1959;
Bordwell (2006), ‘Appendix: A Hollywood Timeline, 1960-2004,” for total
attendance 1960-2004; www.natoonline.org/data/admissions/ for attendance
2005-19. IHS Global Insight for total United States population.

and had the neural network make a guess: maybe it said that the
hero’s moral crisis in act one, which rated a 7 on the 10-point moral-
crisis scale, was worth $7 million, and having a gorgeous red-headed
eighteen-year-old female lead whose characterization came in at 6.5
was worth $3 million and a 9-point bonding moment between the
male lead and a four-year-old boy in act three was worth $2 million,
and so on .... (Gladwell, 2006, p. 143)

The New York Times covered a similar company named World Wide Motion
Picture Group (Barnes, 2013). By running its own database and surveying
the tastes of moviegoers, World Wide advises on the final construction of a
Hollywood film. For example, it argues that it is financially risky for any film
to have a bowling scene. Or, if you make a superhero movie, it is better for
the bottom line that the protagonist is a “guardian superhero” rather than a
“cursed superhero”.

Google is doing something similar with the data it collects from searches.
With a massive dataset of potential moviegoers, Google understands that man-
aging risk is a top priority in the capitalization of cinema. For example, a 2013
Google Whitepaper begins with a problem scenario:

It’s Friday night and you’re thinking about seeing a movie. Your
thought process might sound a little like this: What’s in theaters
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A. Number of theatrical releases, by year
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Figure 5.8: Theatrical releases: all films in United States and those of
Major Filmed Entertainment

Note: For the purposes of simplicity, the film releases of the Motion Picture
Association are labeled as Major Filmed Entertainment. See §5.2 for rationale and
breakdown of Major Filmed Entertainment. Source: Finler (2003) for U.S.
theatrical releases from 1933 to 2002; MPAA/MPA Theatrical Market Statistics for
total US releases from 2003 to 2019.

right now? What’s that new movie my friend was just talking about

a couple days ago? That trailer I saw for another film a few weeks ago

looked interesting. Another movie review I read sounded promising
. what should I see? (Google, 2013, p. 1)

The “problem” is that leisure time is too open-ended. Google’s solution, how-
ever, is more for the capitalist than the moviegoer who uses the Internet to



5.6. HYPOTHESIS ABOUT RISK 137

make a decision on Friday night. To help quantify the financial risk of movie-
goer decision-making, Google tracks searches, YouTube views and advertisement
clicks. It keeps data on searches for specific titles, especially big names like The
Dark Knight or The Awvengers. Google also analyzes how the search criteria
of potential moviegoers become less specific and more generic in slow periods
between blockbuster films.

Google claims to lend confidence to Hollywood’s future expectations in two
ways. First, the data provided by Google can tell marketing teams how to adjust
marketing strategies to “either capture the attention of the ‘curious’ moviegoer,
or deepen audience engagement with a blockbuster title” (Google, 2013, p. 3).
Second, and more significantly, Google states that Internet data help Hollywood
predict future movie sales. For instance, “in the seven day window prior to a
film’s release date, if one film has 250,000 more search queries than a similar
film, the film with more queries is likely to perform up to $4.3M better during
opening weekend. When looking at search and click volume, if a film has 20,000
more paid clicks than a similar film, it is expected to bring in up to $7.5M more
during opening weekend” (Google, 2013, p. 5).

5.6.2 Hollywood abroad

Data from the Motion Picture Association indicates that Hollywood is now
generating more revenues outside the United States than inside. Such a feat
is inherently political. Contemporary Hollywood leverages US foreign power to
make its biggest stars and films global phenomenons, particularly in countries
that do not have the tools to protect or support their own domestic film culture.
Through both the US government’s opposition to the UNESCO convention,
which aims to “protect and promote the diversity of cultural expressions”, and
the free-trade agreements that remove barriers to American film production,
Hollywood major distributors have found political-economic opportunities to
dominate the markets of such countries as Mexico, Canada, Australia and South
Korea (Jin, 2011).

Hollywood’s domination abroad is tied to Major Filmed Entertainment’s
contemporary drive to reduce risk. First, the stagnation of Hollywood film pro-
duction limits the amount of titles that can be exhibited anywhere; and much
like independent film production in the United States, national film cultures
have been growing in recent years. Figure 5.9 is a sample of how national film
productions compare to Major Filmed Entertainment’s output. The thicker line
in each panel is the 10-year percent change of the country’s national film pro-
duction. The thin line, visualized in every panel, is the 10-year percent change
of Major Filmed Entertainment’s film production. The comparison indicates
that Major Filmed Entertainment roughly has a counter-cyclical strategy to the
film production of other countries.

Second, Major Filmed Entertainment is not in a position where any one of
its films can become an international hit. There can be cultural barriers to the
foreign success of certain American stories. Additionally, some countries have or
want government policies to protect national film cultures against a Hollywood
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Figure 5.9: Major Filmed Entertainment vs. the world: 10-year
change in film releases

Note: Linear fills were produced for missing data in the time series of Argentina
(1998-2004), Mexico (2000-2004) and Turkey (1997-2004). Source: Finler (2003) for
U.S. theatrical releases from 1980 to 2002; MPAA/MPA Theatrical Market
Statistics for total US releases from 2003 to 2019. Screen Digest, UNESCO
(http://data.uis.unesco.org/) and European Audiovisual Observatory - Film
Market Trends (https://www.obs.coe.int) for national film releases of countries
other than the United States.

“invasion”. By putting more weight on the international successes of a small
handful of blockbusters, Major Filmed Entertainment can focus on its “best
bets” for international success. It can also minimize the effect of barriers like
quota policies, which stipulate restrictions based on number of imported films
per year. For instance, when China opened its film market to revenue-sharing
foreign distribution in 1994, it only allowed ten imports per year. In spite of
this restrictive situation, the handful of Hollywood films that were imported
during this period did quite well; they were sometimes able to collectively claim
as much as 70 percent of China’s box-office revenues per year (Su, 2011).
Third, Major Filmed Entertainment does not typically make specialty films
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for countries or regions of the world. Its preference is for a Hollywood block-
buster to have broad global appeal-even with examples of co-productions and
the frequent use of location shooting.®Telling a story and creating appealing vi-
suals that are popular “everywhere” requires many restrictions on the form and
content of filmmaking—as we will see in later chapters. Conceptualized now as
a perception of risk, the degree of confidence in international film distribution
involves the uncertainty that the success of a film in some places—Los Ange-
les, New York, Tokyo, Lima, Beirut—will undermine success elsewh<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>