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Introduction

Human society, one may argue, is propelled by a dynamic clash of two primordial
drives: creativity and power. The urge to invent confronts the impulse to conserve, the
desire to change contests the quest to impose, the will to transcend conflicts with the
impetus to restrict, harness and sabotage. It seems that the ever-present need to create
something new always stands against the itch to redistribute and appropriate.

Arthur Koestler described this clash, somewhat romantically, in his masterful his-
tory of cosmology, The Sleepwalkers (1959). His lone scientists grope in the dark. They
search for cues, hints and leads. They often stumble, falling flat on their faces. Rarely
do they know exactly what they are looking for. But they go on. And then, suddenly,
comes a revelation. The scientist sees a spark. Many a time the spark fizzles out and
dies. But sometimes it persists long enough to ignite a fire. Novel ideas, syllogisms,
explanations, equations and theories start to emerge in quick succession. Before long,
a whirlwind of light builds up in the middle of the darkness. The whirlwind twists and
turns, drawing in other scientists, generating more light, more ideas, more findings. In
rare cases, it even gives rise to a totally new cosmology.

But this creativity is never easy to manifest. Wherever they go, the scientists find
themselves faced with a monolithic wall of resistance. Confronting them are the dom-
inant power institutions of society, the opaque and seemingly impenetrable complex
of church, academy, state, army and business organizations that control and leverage
the prevailing beliefs, ideologies, dogmas and paradigms. Occasionally, a single scien-
tist manages to break through the wall. Kepler, Galileo, Newton, Maxwell and FEin-
stein, among others, were immortalized for doing so. But of those who try, the vast
majority fail and sink into oblivion. The odds are overwhelmingly against them. To
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The Science of Society

The mechanical-bourgeois revolution gave rise to the first science of society — the study
of ‘political economy’. Adam Smith and David Ricardo, the key founders of this new
discipline, were social scientists: they searched for the natural laws of society; they
looked for the rules that governed production, consumption and exchange; and they
developed the first theories of prices. Their science was deeply revolutionary. It con-
tested the old regime and offered a totally new framework to understand and benefit
from the new. But their innovative achievements were soon arrested and eclipsed by
the rising academic church of neoclassical political economy, later to be renamed and
scientifically suffixed as ‘economics’.

Headed by Stanley Jevons, Leon Walras, Carl Menger, Alfred Marshall and John
Bates Clark, the neoclassicists abandoned the open-ended intellectual inquiry of their
classical predecessors, replacing it with a narrow, rigid dogma. By the late nineteenth
century, capitalism was clearly victorious, and the role of bourgeois theorists was no
longer to attack, but defend. There was a pressing need for a new, secular religion, and
the neoclassical economists rose to the occasion. They articulated a new faith and
nominated themselves its principal gatekeepers. To ward off outsiders, they erected
insurmountable disciplinary walls and replaced plain text with indecipherable mathe-
matical scriptures. To extinguish free thinking, they imposed impossible-to-believe as-
sumptions. To eliminate open dialogue, they carefully restricted the questions econo-
mists were allowed to ask. And they triumphed.

A century later, their neoclassical faith reigns supreme. Having more followers
than all of the world’s religions combined, their dogma dominates the mindset of rulers
and subjects alike. It justifies and regulates the capitalist mode of power. And faced
with no real competitors, it seems almost unassailable. But then, that is often what
hubris looks like when a regime approaches its peak power, just a short moment before
it falters.

Marxism

Whereas the neoclassicists sought to defend the victory of capitalism, Marx and his
followers tried to annul it. A man of his time, Marx was deeply influenced by the sci-
entific-mechanical revolution. But whereas the bourgeois theorists of society used their
science to tie humanity to the machine, Marx’s goal was to liberate it from it. He
wanted to develop an alternative, universal social science, an emancipatory, rational
framework for a new social order born out of the contradictions of the old.
Eventually, though, Marxism went into retreat. Its liberatory impulse was fatally
wounded by the totalitarian record of Soviet regimes, its autonomy was compromised
by frequent realignments with Communist Party shifts and changing political fashions
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and its scientific vitality was drained by attempts to reconcile Marx’s scriptures with
the rapidly changing reality.

The consequences of these developments were dire. Like bourgeois political econ-
omy, Marxism also disintegrated. But whereas bourgeois political economists eagerly
endorsed and hastened this disintegration by creating mutually exclusive ‘social sci-
ences’, Marxists tried to hold onto the former universality of Marx’s theory — even
when that universality was no longer there. Since the late nineteenth century, Marxism
was gradually fractured into many different and often contradictory sub-disciplines.
Its original totality gave rise to irreconcilable diversity, and its scientific research pro-
gramme gradually succumbed to increasingly rigid dogmas and anti-scientific, postist
sentiments. By the second half of the twentieth century, it no longer offered a cohesive
theoretical and empirical account of capitalism, let alone a convincing alternative to
1t.

Value Theory

Perhaps the most important — and paradoxically least recognized — consequence of
these developments is the collapse of value theory. Capitalism is a commodified social
order. Everything in this order — including the central process of capital accumulation
— is related to everything else through prices. This is why the classical cosmology of
capitalism — both bourgeois and Marxist — started from and was based on a theory of
value.

But that is no longer the case: nowadays, there is #no viable theory of value.

Marx’s labour theory of value rests on the elementary particle of socially necessary
abstract labour time — but that particle, while perhaps intuitively appealing in Marx’s
time when the joule was first invented, can no longer be identified and quantified in
today’s capitalism. And the situation is even worse with neoclassical value theory: the
elementary particle of this theory — the ‘util’ — was already deemed quantitatively
meaningless by the theory’s own founding fathers, and no neoclassicist has managed
to prove them wrong since.

The net result is that neoclassical and Marxist theories now hang on the thread of
cognitive dissonance. They conceive capitalism as a quantitative mode of consump-
tion and production, but the material/productive units on which their theories depend
—the util and socially necessary abstract labour time — are entirely fictitious. They think
of capital as if it were a quantifiable economic entity, but the way in which they ‘meas-
ure’ this supposedly real entity is, in fact, completely arbitrary and forever irrefutable.
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The Capitalist Mode of Power

Our own work, which started when we were students in the 1980s, seeks to break this
impasse. It calls for a new cosmology of capitalism: one that sees capital not as a pro-
ductive economic category but as capitalized power, and that conceives and researches
capitalism not as a mode of production and consumption but as a mode of power. The
articles collected in this volume outline the general contours of our approach and flesh
out some of our recent research. The first ten papers were written during the period of
2012-2015, while the last one — The Scientist and the Church — was posted on our website
in 2005. All are reproduced here in their original form.

The book is divided into five thematic sections. The first section (Chapters 1-3)
sketches our notion of the capitalist mode of power. Chapter 1 takes on the common
foundations of liberal and Marxist political economy. It dissects the conventional du-
alities of politics/economics, real/nominal, productive/unproductive and base/super-
structure; it examines the mechanical assumptions underlying both the neoclassical
utilitarianism of supply, demand and equilibrium and the Marxist materialism of ex-
ploitation and accumulation; and it shows how the rise of new power institutions, or-
ganizations and processes during the late nineteenth century made both approaches
decreasingly relevant and increasingly dogmatic.

The alternative, we argue, is to bring power back in: to conceive power not as an
extra-economic entity that distorts or supports capital from the ‘outside’, but as the
basic relationship that defines what capital is in the first place. We should think of ac-
cumulation not as the amassment of utils or dead labour, but as the capitalization of
power writ large. And to be able to do so, we need a new, power theory of value. We
need a theory that is based not on production as such, but on the conflict between
creativity and power; that focuses not on capital in general, but on dominant capital
in particular; and that deals not with absolute accumulation, but with differential ac-
cumulation. Such a theory, we believe, can help us better understand the capitalist
mode of power — as well as what needs to be done in order to undo it.

Of course, in order to develop such a theory, we need to restart from scratch, to
go to the Cartesian roots, so to speak. A power theory of value requires a new political
anthropology of capital as power; it needs to identify, articulate and analyse the foun-
dational elements of the capitalist mode of power; and it has to create new methods to
decode the logic, triumphs and crises of capitalized sabotage. The remainder of this
book offers a sample of such endeavours.

We begin in Chapter 2 with the ‘Asymptotes of Power’. No power, including cap-
italist power, is ever compete. Since power is always exerted against opposition, it is
inherently bounded, so the first thing we need to examine is the asymptotes, or limits,
that this opposition creates. Using the United States as our case study, the chapter
offers an analytical framework for such an inquiry. By progressively decomposing the
redistribution of U.S. national income — and the forces that this redistribution reflects
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— we show how the ongoing systemic crisis has been tightly linked to U.S. capitalism
approaching its multiple asymptotes of power.

Chapter 3 reflects on Robert Harris’ financial thriller, The Fear Index. The popular
perception, mirrored in the novel, is of a system running amok. According to this con-
ventional creed, finance has now taken over production, speculators have substituted
for investors and automated investment algorithms have replaced human discretion.
It is as if the unchecked processes of financialization have totally ‘distorted’ capitalism.

Or have they? From the viewpoint of capital as power, there has been no distortion
at all. Capital is finance, and only finance — or, in our terminology, capitalization. And
capitalization is not an addendum to a mode of production and consumption, but the
regulator of a mode of power. A symbolic representation of power, finance-read-capi-
talization measures the ability of owners to overcome resistance and automate society,
to create a differential megamachine whose raison d'étre is to beat the average and ex-
ceed the normal rate of return. In this sense, the capitalized rituals of ‘finance’, ‘spec-
ulation’ and ‘automated trading’ — along with the strategic sabotage they engender —
represent not a muted form of capitalism, but the purest.

Crisis

The second section of the book (Chapters 4-5) deals with crisis. In Chapter 4, we dis-
aggregate the processes of growth and stagnation. Conventional political economy,
both liberal and Marxist, associates accumulation with overall economic growth and
prosperity and decumulation with overall stagnation, unemployment and crisis. From
the viewpoint of capital as power, though, this association need not hold. Capital here
represents not the accumulation of ‘things’, whether counted in utils or labour hours,
but a differential measure of redistributional power. And since capitalized power op-
erates through strategic sabotage, there is good reason to expect differential accumu-
lation and aggregate prosperity to move in opposite directions — which is exactly what
has happened in the United States since the Second World War.

From the 1940s onwards, the distributive income share of capitalists has moved
positively with the rate of unemployment, while the share of the top 1% has moved
inversely with the growth of employment. No wonder capitalists have learned to stop
worrying and love the crisis.

Chapter 5 extends the analysis of crisis to the global arena, examining the histori-
cal links between differential accumulation, the corporations and governments of the
Weapondollar-Petrodollar Coalition and Middle East ‘energy conflicts’. According to
the pundits, Middle East wars are hopelessly complex, often irrational and almost al-
ways unique. Regardless of how we approach them — whether we use the conventional
or radical viewpoints of international relations, the idiosyncratic perspectives of cul-
ture and religion, or the economic standpoint of resource ‘scarcity’ — these wars are
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difficult to understand and reason, let alone generalize about. In short, they are, by
and large, sui generis.

But as we show in this chapter, these specificities and irrationalities could all be
enfolded into the universal logic of modern capitalism — the differential accumulation
of capital. Using our notion of capital as power, we find remarkably stable regularities
linking the eruption of Middle East energy conflicts, the differential performance of
the Weapondollar-Petrodollar Coalition and global shifts in the nature of differential
accumulation. Over the years, our research has shown these regularities to have re-
mained more or less unaltered since the late 1960s, and that stability has allowed us to
predict — in writing and, in the first two conflicts, akead of time — the three episodes of
the Gulf Wars series.

Re-searching

The third section of the book (Chapters 6-7) emphasizes the need to constantly re-
examine our convictions and research our findings. In Chapter 6, we zero in on a basic
constant of Marxist political economy — the nexus between imperialism and financial-
ism. For many Marxists, this nexus is central to understanding the transformation of
capitalism — yet the historical role they ascribe to that nexus has changed dramatically
over time. The main change concerns the nature and direction of surplus and liquidity
flows. In the early twentieth-century version of the nexus, the surplus was said to be
exported to the colonies; in the neo-imperial theory of Monopoly Capital, it was do-
mestically absorbed by the core countries themselves; in the World Systems version, it
was imported from the dependent periphery; and in the more recent thesis of hege-
monic transition, it has taken the form of global liquidity that U.S.-led financialization
sucks in from the rest of the world.

Now, using the very same concepts to explain very different and often opposing
processes is already confusing enough — particularly when nobody knows exactly what
the surplus is, let alone how to measure it. And the confusion is only amplified when
theorists advance arguments for which they furnish little or no evidence. This latter
point is illustrated by empirically examining the hegemonic transition thesis. Accord-
ing to this thesis, the United States has been leading the global process of financializa-
tion — yet the facts show the exact opposite: based on its differential profitability, the
U.S. financial sector appears to have been the /agger, not the leader in this process!

Chapter 7 explores the role of crime and punishment in the capitalist mode of
power. The starting point is the ‘Rusche thesis’: the argument, made by George Rusche
in the 1930s, that the ebb and flow of crime and punishment are closely related to the
tightening and loosening of the labour market. The thesis never gained many follow-
ers: mainstream criminologists have tended to ignore it, while their Marxist counter-
parts, although often sympathetic, have been unable to empirically substantiate it. But,
as the chapter shows, this wholesale rejection may very well be the result of a simple
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misreading. Much like the early twentieth-century astrophysicists who misread the
spectrometer measurements of solar radiation, today’s criminologists have been mis-
reading the connection between unemployment and crime: they have been looking at
the right data, but in the wrong way.

A proper re-reading of U.S. statistics shows that Rusche was right on the mark:
over the past century, the ups and downs of crime and punishment have been posi-
tively correlated with variations in unemployment, exactly as he predicted. Moreover,
the correlation is so tight that there is almost no need for any other explanation!

But the nearly perfect fit contains two glaring exceptions. While the thesis holds
under the normal circumstances of ‘business as usual’, it breaks down in periods of
systemic crisis: during the 1930s and the 2000s, unemployment increased sharply, but
crime and the severity of punishment, instead of rising, dropped perceptibly. This
anomaly, we suggest, might be related to the nature of capitalist power and resistance
to that power. Under normal circumstances, the counterforce to the capitalist sabotage
of unemployment is largely personal and often criminal, hence the positive correlation;
whereas during a systemic crisis the counterforce becomes more collective and politi-
cal, hence the negative correlation.

Interviews

The fourth section of the book contains two wide-ranging interviews (Chapters 8-9).
Nowadays, interviews are commonly seen as second-rate means of communication, a
way to simplify difficult ideas for quick consumption by the impatient masses. Our
interviews here, though, are different: they are long and thorough, and they don’t cut
corners.

In our books and articles, we have often found ourselves evading important issues
whose elaboration would have taken us far afield and off topic. Although important,
somehow these issues were deemed less urgent than the subject we ended up working
on. And so they remained largely unaddressed, accumulating dust at the bottom of the
still-to-deal-with heap.

And then came the systemic crisis. The calamity opened up a Pandora’s Box of
unanswered — and often unasked — questions, and it offered us the opportunity to deal
with many of those bottom-of-the heap issues. So when Tim Di Muzio and Piotr
Dutkiewicz suggested that we conduct lengthy, open-ended interviews, we gladly
agreed.

The interviews deal with a variety of related topics and questions. They include,
among issues, the notion of ‘the market’ and how it relates to our concept of capital-
ized power; the question of whether ‘capitalism’ is still the appropriate term to describe
the world we live in; the fundamental difference between capital and wealth; the cru-
cial significance of theory and research for political action; similarities and differences
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between Marxism and our own theory of capital as power; the role of labour and pro-
duction in the power theory of value; how the labour theory of value misinforms the
class struggle; and the historical link between productive and unproductive labour on
the one hand and mass murder on the other. The list goes on.

The Scientist and the Church

The final section returns to the theme of the book (Chapters 10-11). It begins with a
eulogy to a scientist who enlightened us, the late Akiva (Aki) Orr. In Hebrew, his fam-
ily name, ‘Orr’ (1R), means ‘light’, and we would like to suggest that this is not a mere
coincidence. Aki Orr was a true path-breaker. As co-founder of the first radical politi-
cal movement in Israel, the Marxist-Trotskyite MATZPEN, he and his friends were
the first to shed new light on the Palestinian-Israeli conflict. As a universal activist, he
was associated with numerous revolutionary movements around the world. And as an
autonomous intellectual, he befriended and was close to many innovative scientists,
thinkers and artists. His books and activism touched the lives and transformed the
thinking of many.

Aki charted his own independent path. He never held an official position; he never
drew a salary from any academic or political organization, established or contrarian;
he never received any research funding. He was keen on understanding the world, and
he explored it not in order to gain fame or earn a profit, but to better society. As a
universalist, he loathed intellectual property rights and distributed his writing for free
and without any legal protection. Many of his path-breaking ideas were later lifted,
nonchalantly, by academics who, as it turned out, had ‘known it all along’.

Chapter 11, titled “The Scientist and the Church’, deals with this type of appropri-
ation. The concrete focus of the piece, originally written in 2005, is the UC Berkeley
group ‘Retort’, but the lesson to be drawn from it is a general one. Retort here repre-
sents the dark forces of intellectual sabotage, the anti-scientific stance of the academic
church. Dressed as a radical, ‘Marxist’ collective of professors-activists, the group pla-
giarized our broad theories, historical narratives and concrete arguments, along with
our concepts, methods and research results. The uplifted material — massaged and cal-
ibrated to look and feel like novel-yet-legitimate Marxism (no less) — was neatly packed
into a timely, politically-correct book on the second ‘Gulf War’. The book was quickly
printed by a politically-correct publisher, promoted by politically-correct journals and
distributed to the unsuspecting, politically-correct laity. It looked like a real gem, cer-
tainly on the authors’ CVs.

Unlike the venturing scientist Akiva Orr, Retort was steadfastly guarding the aca-
demic gates. Whereas Aki was interested in open-ended inquiry, creativity and nov-
elty, Retort was keen on keeping the (Marxist) faith intact and the dogma unchal-
lenged. Aki encouraged research in directions that might end up contradicting his own
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—indeed, once convinced, he didn’t hesitate to abandon the dogmatic aspects of Marx-
ism in favour of Castoriadis’ approach. By contrast, Retort was quick to disarm the
innovators, dispossessing their insights as if they were theirs all along. Unsurprisingly,
the radical UC Berkeley — which, incidentally, invented the first computerized tool to
detect plagiarism — refused to expose its distinguished professors, while those who pub-
lished-promoted the Retort fraud in the first place declined to print our contestations.
But, then, these are the ways of the Church.

And that must be a sign of hope. The violence of the academic church is evidence
of an underlying counterforce, a sign that creativity, novelty and the quest for truth are
lurking under the surface. Wherever we find people such as Aki and his friends, we
find light. Despite the Retort squads, the rigid academic dogmas and the mind-numb-
ing Facebooks, there are always free-spirited creators, scientists and artists who look
for a spark. Like any other mode of power, capitalism too creates its own negation —
the quest for the light, the search for the ‘Orr’.
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Now, having laid out the theory, let us look at the facts. Figure 2 shows this rela-
tionship for the United States since the 1930s. The horizontal axis approximates the de-
gree of sabotage by using the official rate of unemployment, inverted (notice that unem-
ployment begins with zero on the right, indicating no sabotage, and that, as it increases
to the left, so does sabotage). The vertical axis, as before, shows the share of national
income received by capitalists.

And lo and behold, what we see is very close to the theoretical claims made in Fig-
ure 1. The best position for capitalists is not when industry is fully employed, but when
the unemployment rate is around 7 percent. In other words, the so-called ‘natural rate of
unemployment’ and ‘business as usual’ are two sides of the same power process: a pro-
cess in which business accumulates by strategically sabotaging industry.

Figure 2
Business and Industry in the United States
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Figure 3
The Petro-Core’s Differential Accumulation and
Middle East ‘Energy Conflicts’ "
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power. Perhaps this understanding of what our society is could help us make it what
we want it to be.
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But over the past year [2012], the attitude has changed, decisively.

Nowadays, the notions of systemic fear and systemic crisis are no longer
farfetched. In fact, they seem to have become commonplace. Public figures — from
dominant capitalists and corporate executives, to Nobel laureates and finance minis-
ters, to journalists and TV hosts — know to warn us that the ‘system is at risk’, and that
if we fail to do something about it, we may face the ‘end of the world as we know it’.

There is, of course, much disagreement on why the system is at risk. The explana-
tions span the full ideological spectrum — from the far right, to the liberal, to the
Keynesian, to the far left. Some blame the crisis on too much government and over-
regulation, while others say we don’t have enough of those things. There are those
who speak of speculation and bubbles, while others point to faltering fundamentals.
Some blame the excessive increase in debt, while others quote credit shortages and a
seized-up financial system. There are those who single out weaknesses in particular
sectors or countries, while others emphasize the role of global mismatches and imbal-
ances. Some analysts see the root cause in insufficient demand, whereas others feel
that demand is excessive. While for some the curse of our time is greedy capitalists,
for others it is the entitlements of the underlying population. The list goes on.

But the disagreement is mostly on the surface. Stripped of their technical details
and political inclinations, all existing explanations share two common foundations:
(1) they all adhere to the two dualities of political economy: the duality of ‘politics vs.
economics’ and the duality within economics of ‘real vs. nominal’; and (2) they all look
backward, not forward.

As a consequence of these common foundations, all existing explanations, regard-
less of their orientation, seem to agree on the following three points:

1. The essence of the current crisis is ‘economic’: politics certainly plays a role (good
or bad, depending on the particular ideological viewpoint), but the root cause lies
in the economy.

2. The crisis is amplified by a mismatch between the ‘real’ and ‘nominal’ aspects of
the economy: the real processes of production and consumption point in the neg-
ative direction, and these negative developments are further aggravated by the un-
due inflation and deflation of nominal financial bubbles whose unsynchronized
expansion and contraction make a bad situation worse.

3. The crisis is rooted in our past sins. For a long time now, we have allowed things
to deteriorate: we’ve let the ‘real economy’ weaken, the ‘bubbles of finance’ inflate
and the ‘distortions of politics’ pile up; in doing so, we have committed the cardi-
nal sin of undermining the growth of the economy and the accumulation of capi-
tal; and since, according to the priests of economics, sinners must pay for their evil
deeds, there is no way for us to escape the punishment we justly deserve — the
systemic crisis.
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cave in. And it is at this critical point, when capitalists fear for the very survival of their
system, that their forward-looking capitalization is most likely to collapse.

The Argument

Our claim in this paper is that the systemic fear that currently grips capitalists is well
grounded in the concrete facts.

The problem that capitalists face today, we argue, is not that their power has with-
ered, but, on the contrary, that their power has increased. Indeed, not only has their
power increased, it has increased by so much that it might be approaching its asymptote.
And since capitalists look not backward to the past but forward to the future, they have
good reason to fear that, from now on, the most likely trajectory of this power will be
not up, but down.

Before fleshing out this argument though, a few words about the method and
structure of the article. Our analysis here is limited to the United States, but this limi-
tation isn’t really a drawback. The chief purpose of this analysis is methodological.
For us, the important question is sow we should study capitalist power — and in this
respect the United States may offer the best starting point. First, although the global
importance of U.S. capitalism may have diminished over the past half century, its re-
cent history is still central for understanding the dynamics of contemporary capitalist
power. And second, to answer the kind of questions that we’ll be asking requires de-
tailed data that are not readily available for many other countries.

With this emphasis in mind, the paper begins by setting up our general framework
and key concepts. It continues with a step-by-step deconstruction of key power pro-
cesses in the United States, attempting to assess how close these processes are to their
asymptotes. And it concludes with brief observations about what may lie ahead.

Major Bear Markets

Let’s start with the context. Figure 1 and Table 1 portray the history of U.S. capitalism
as seen from the viewpoint of capitalists. The ultimate interest of capitalists is capital-
ization: the forward-looking value of their assets. And the main yardstick for that value
is the stock market.

Figure 1 shows the history of U.S. stock prices. On the stock market, prices are
denominated in actual dollars and cents. However, ‘nominal’ measures can be affected
greatly by the ups and downs of the general price level, so economists like to divide,
or ‘deflate’, them by the consumer price index in order to obtain what they call a ‘con-
stant dollar’ measure. And that is what we do in Figure 1: we show the stock-price
index without the effect of inflation.
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Figure 1
U.S. Stock Prices in ‘Constant’ Dollars
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NOTE: Grey areas indicate major bear markets, as defined in Ta-
ble 1. The U.S. stock-price index splices the following four sub-se-
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weighed by Global Financial Data (1820-1870); the Cowles/Stand-
ard and Poor’s Composite (1871-1925); the 90-Stock Composite
(1926-1956); and the S&P 500 (1957-present). The constant-dollar
series is computed by dividing the stock-price index by the Con-
sumer Price Index. Data are rebased with 1929=100.0. The last
data point is for October 2011.

SOURCE: Global Financial Data (series codes: _SPXD for stock
prices; CPUSA for consumer prices); Standard and Poor’s through
Global Insight (series codes: SP500@40.D7 and SP500.D7 for
stock prices); IMF through Global Insight (series code: L64@C111
for consumer prices).

As we can see, the overall historical trend of stock prices is up. We can also see,
though, that this uptrend is fractured by periods of sharp declines of 50-70 per cent,
marked by the shaded areas. These shaded areas denote what we call ‘major bear mar-
kets’, whose definition is given in Table 1.



The Asymptotes of Power | 43

Table 1
Major U.S. Bear Markets*
(constant-dollar calculations)

decline from peak

period to trough (%) **
1835-1842 -50%
1851-1857 —62%
1906-1920 —70%
1929-1948 —56%
1969-1981 -55%
2000-? -50%

* A major bear market is defined as a multi-
year period during which: (1) the 10-year cen-
tred moving average of stock prices, expressed
in constant dollars, trends downward; and (2)
each successive sub-peak of the underlying
price series, expressed in constant dollars, is
lower than the previous one.

** The peak occurs one year prior to the onset
of a major bear market.

NOTE: The most recent sub-trough of the cur-
rent major bear market occurred in 2008. It is
not yet clear whether this sub-trough marks
the end of this bear market.

SOURCE: See Figure 1.

Contemporary critiques of capitalism often dismiss such charts as a fetish of ‘fi-
nance’. The magnitudes of finance, they say, are no more than fictitious symbols. They
distort the ‘real’ nature of capital and mislead us into the wrong conclusions. In our
view, though, this fashionable dismissal is wrongheaded. The stock market is not only
the central barometer of modern capitalism,; it is also the key power algorithm through
which capitalists creorder — or create the order — of their world.

To illustrate this point, consider the last four major bear markets. Each of these
periods signalled a major creordering of capitalist power.

1. The bear market of 1906-1920 marked the closing of the American frontier and
the shift from robber-baron capitalism to large-scale business enterprise and the
beginning of synchronized finance.
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_ expected eps _ $100 _ §2,000

1. price =
discount rate  0.05

future eps x hype _ $50%2

= = =$2,000
risk x normal rate of return 2x0.025

hype
risk x normal rate of return

= future eps x

For instance, if the expected eps is $100 and the discount rate is 5 per cent, the
asset would be capitalized at $2,000. This result is easy to verify by going in reverse:
divide $100 of earnings per share by an initial investment of $2,000, and you’ll get the
discount rate of 5 per cent.

The second line of Equation 1 decomposes each element. In the numerator, ex-
pected eps is the future eps (whose magnitude will become known in the future) times
the hype coefficient of capitalists. In the example here, the future eps is $50. But capi-
talists are overly optimistic, with a hype coefficient of 2. This hype means that they
expect the future eps to be $100, or twice its eventual level. As a rule, hype is greater
than 1 when capitalists are overly optimistic and smaller than 1 when they are overly
pessimistic.

Looking at the denominator, we can express the discount rate as the product of
the normal rate of return and the risk coefficient. In our example here, the normal rate
of return is 2.5 per cent; but this is a risky stock, with a risk factor of 2. If we multiply
this 2.5 per cent by 2, we get the discount rate of 5 per cent.

So all in all, capitalization comprises four elementary particles: (1) future eps, (2)
hype, (3) risk, and (4) the normal rate of return.

Now, for the purpose of the empirical illustration that follows, it is useful to build
a link between future and present earnings. At any point in time, future eps can be
written as a multiple of current eps (henceforth eps) and a scalar m, whose magnitude
will become known in retrospect, after the future earnings are incurred:

2. future eps = epsxm
Substituting this expression back into Equation 1, we get:

hype
risk x normal rate of return

3. price =epsxmx

Dividing both sides of Equation 3 by eps, we get the pe ratio, or the ratio of price to
(current) earnings:
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4. pe = Lice
eps

hype
risk x normal rate of return

=mx

Substituting the pe ratio for the two last elements of Equation 3, we get:
5. price=epsx pe

So as a shorthand, we can always decompose the price of a stock into two components,
as shown in Equation 5: the eps and the pe ratio (which accounts for the remaining
elementary particles of the capitalization algorithm and the scalar m).

The reason for this decomposition is made apparent in Figure 2. The chart shows
the history of price and eps for the S&P500, an index that comprises the largest U.S.-
listed companies, ranked by market capitalization. Both the eps and price series are
expressed in ‘constant dollars’, and both are plotted on the left log scale. The bottom
of the chart plots the pe ratio against the right arithmetic scale.

Recalling that price = eps X pe, we can now appreciate the effect on price of each
of the two right-hand components. The bottom of the chart shows that the combined
effect of hype, risk, the normal rate of return and the scalar m, measured by the pe
ratio, is cyclical. Historically, this effect oscillates up and down around a mean value
of 15.5. By contrast, the effect of eps is secular. To illustrate this latter fact, note that,
between 1922 and 2011, the price series grew by a factor of 13 — and that much of this
growth was accounted for by the rise of eps — which rose by a factor of 12 (and probably
more, since the most recent eps observations are not yet available).

This decomposition should help us focus our exposition. A power analysis of cap-
italization comprises all of its elementary particles. But as Figure 2 makes clear, over
the long haul the most important of these elementary particles is earnings, and that is
what we concentrate on in this paper.









The Asymptotes of Power | 49

Figure 3
Market Capitalization and After-Tax Profit of the Top 0.01%
of U.S.-based Corporations (Shares of U.S. National Income)
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NOTE: The number of firms in the Top 0.01% of U.S.-based cor-
porations changes from year to year. This number (n) is given by
dividing, for each year, the number of tax returns of active corpora-
tions submitted to the U.S. Internal Revenue Service (IRS) by
10,000 (the number of returns for 2009-2010 is extrapolated using
their recent average growth rate [1.7%]). The actual constituents of
the Top 0.01% list for each year are obtained in three steps: first, by
selecting from the Compustat North American dataset the subset of
U.S.-incorporated firms (excluding firms with no assets, those re-
porting no after-tax profit or loss, and duplicates); second, by rank-
ing these firms, in descending order, based on their market capitali-
zation; and third, by selecting from the ranked list the top n firms.
The last data points are for 2010.

SOURCE: Historical Statistics of the United States, Earliest Times to the
Present: Millennial Edition (online) (series codes: Ch13 for the num-
ber of tax returns of active corporations [till 1997]); U.S. Depart-
ment of Commerce, Statistical Abstract of the United States 2012, Table
744, p. 491 (the number of tax returns of active corporations [1998-
2008]); Compustat ‘funda’ file through WRDS (series codes for
Compustat companies: NI for After-Tax Profit [net income]; CSHO
for number of outstanding shares; PRCC_C for closing share price);
U.S. Bureau of Economic Analysis through Global Insight (series
codes: YN for National Income).
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Recall our starting point. In Figure 3, we saw that the stock-market boom of the
1990s was underwritten not by ‘economic growth’, but by a massive creordering of
power: a redistributional process in which the Top 0.01% managed to more than dou-
ble its after-tax profit share in national income. The figure also showed that the crisis
of the past decade or so has been unfolding with capitalist power hovering around
historic highs. These observations, along with the forward-looking outlook of capital-
ists, suggest that the current crisis may be the result of capitalists becoming not weaker,
but stronger; and that capitalist power may be approaching its social asymptote — a
level too high to sustain, let alone increase.

At this point, then, the question we need to ask is twofold. First, what were the
concrete power processes that made this massive redistribution of income possible in the
first place? And, second, what might be the specific /imits on this power to redistribute?

The remainder of the paper tries to answer these questions by looking at the fol-
lowing nested transformations. Note that, all else remaining the same, each of these
transformations works in favour of the Top 0.01%:

»  Within national income, the shift from labour to non-labour income (line 2 in Ta-
ble 2).

«  Within non-labour income, the shift from non-capital to capital income (line 3).
«  Within capital income, the shift from net interest to pretax profit (line 4).
¢ Within pretax profit, the shift from corporate tax to after-tax profit (line 5).

«  Within after-tax profit, the shift of after-tax profit from smaller firms to the
Top 0.01% (line 6).

Figure 5 provides a bird’s-eye summary of these transformations, tracing the his-
torical trajectories of the various national income shares since the 1930s (note that the
data are expressed as 10-year moving averages, so every observation denotes the aver-
age of the preceding ten years). The chart shows that, despite having risen since the
early 1980s, the share of non-labour income remains 13 per cent below what it was in
the 1930s. However, the chart also shows that, within non-labour income, the above-
listed shifts have been positive and large: the national income share of capital income
increased by 48 per cent; of pretax and after-tax profit by 120 per cent; and of the after-
tax profit of the Top 0.01% by 134 per cent (the last increase is measured since the
1950s). Let us now turn to a closer examination of each of these processes.
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Figure 5
Shares of U.S. National Income
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NOTE: Series are smoothed as 10-year moving averages. Non-la-
bour income is equal to national income less compensation of em-
ployees. Capital income is pretax profit and net interest. The Top
0.01% of corporations comprises, for every year, the top 0.01% of
U.S.-incorporated firms in the Compustat North America uni-
verse, ranked by market capitalization (see Figure 3 for derivation
and computations). The last data points are for 2010.

SOURCE: U.S. Bureau of Economic Analysis through Global In-
sight (series codes: YN for national income; YPCOMP for com-
pensation of employees; ZB for pretax profit [without CCAdj &
IVA]; INTNETAMISC for net interest; ZA for after-tax profit
[without CCAdj & IVA); Historical Statistics of the United States,
Earliest Times to the Present: Millennial Edition (online) (series codes:
Ch13 for the number of tax returns of active corporations [till
1997]); U.S. Department of Commerce, Statistical Abstract of the
United States 2012, Table 744, p. 491 (the number of tax returns of
active corporations [1978-2008]); Compustat ‘funda’ file through
WRDS (series codes: NI for after-tax profit of the Top 0.01% of
corporations).
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Components of National Income

Figure 6 provides the most basic breakdown of national income, between labour and
non-labour income. The chart tells the quantitative history of line 2 in Table 2 — and
on the face of it, the story doesn’t seem too fascinating.

Figure 6
Compensation of Employees and Non-Labour Income
as a Share of U.S. National Income
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NOTE: Non-labour income is national income less compensation
of employees. The last data points are for 2010.

SOURCE: U.S. Bureau of Economic Analysis through Global In-
sight (series codes: YN for national income; YPCOMP for
compensation of employees).

We can see that compensation of employees, expressed as a share of national in-
come, rose from a low of 54 per cent in 1929 to a high of 68 per cent in 1980, and that
from then onward it declined gradually, reaching 62 per cent in 2010. As expected,
this gradual shift is mirrored by the movement of non-labour income, whose share of
national income declined from the 1930s to the early 1980s and rose thereafter.

Now, a naive assessment of this process may lead one to conclude that the rising
share of non-labour income has much more room to go. Even after a three-decade
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decrease, labour income still amounts to nearly two-thirds of national income. More-
over, this share remains higher than it was in the early part of the century, and that
fact suggests that it could be squeezed further in favour groups other than workers,
including the Top 0.01%.

But that would be a hasty conclusion to draw. In fact, looking forward, squeezing
the share of labour income further is bound to prove difficult.

This statement may seem counterintuitive, but the reasons behind it could be ex-
plained with a simple decomposition. Consider Equation 6, whose final line expresses
the share of employees in national income as a product of two distinct factors: (1) the
share of employees in the total adult population, and (2) the ratio between compensa-
tion per employee and the national income per adult. The first factor gauges the num-
ber of employees relative to all potential employees. The second factor contrasts the
average income of an employee with the average income generated by the adult pop-
ulation as a whole.

6. Ccompensation of employees _ compensation of employees

national income number of employees

9 number of employees 9 adult population

adult population national income

compensation of employees

_ number of employees “ number of employees
adult population ‘national income
adult population

_ number of employees o compensation per employee

adult population national income per adult

The historical data for these two components are plotted in Figure 7, and, unlike
in Figure 6, here the picture is very interesting.

Note that labour income can be redistributed in favour of other groups in one of
two ways. The first method is to convert workers into capitalists or proprietors of var-
ious sorts, and in so doing re-designate their income. In this way, what was once called
a wage becomes profit, interest, rent, entrepreneurial income, etc. — all depending on
the new identity of the former worker. But as the top series in the chart shows, histor-
ically the conversion has gone the other way: over the past century or so, a growing
share of the adult population has been compelled to become workers.
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Figure 8
Capitalist and Other Non-Labour Income
as a Share of U.S. National Income
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NOTE: Pretax profit is measured without capital consumption ad-
justment (CCAdj) and inventory valuation adjustment (IVA). The
last data points are for 2010.

SOURCE: U.S. Bureau of Economic Analysis through Global In-
sight (series codes: YN for national income; ZB for pretax profit
without CCAdj & IVA; INTNETAMISC for net interest; YPPRO-
PADJ for proprietors’ income; YPRENTADJ for rent; TXIM for
indirect taxes; SUBG for subsidies).

To better understand the particular limitation here, consider Figure 9. The chart
shows the three ingredients of non-capitalist income. The dashed series represents gov-
ernment sales and import taxes, net of government subsidies. This net claim has re-
mained at roughly 8 per cent of national income for much of the post-war era, and
given the U.S. government’s regressive bias and need for tax income, reductions in this
share are not very likely.

The thin series in the figure is rent — including the amounts actually paid by tenants
to landlords, as well as those imputed to people living in their own homes. This com-
ponent of national income had been in a free fall till the 1980s and is now so low that
a further reduction — even if it were achievable — would add little to capitalist income.
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dashed series, we would get the values of the thick one — the decimal share of national
income received by proprietors.

Figure: 10
Proprietors’ Income as a Share of U.S. National Income:
A Decomposition
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NOTE: Proprietorships include sole proprietorships and partner-
ships. For 2009-2011, the number of sole proprietorships is extrap-
olated based on their average annual growth rate in the preceding
10 years (2.8%). Till 1980, the reported number of sole proprietor-
ship includes farm and non-farm entities; after 1980, it includes
non-farm entities only. To estimate the total number of sole propri-
etorships after 1980, the number of farm sole proprietorships is ex-
trapolated as equal to 30% of the number of non-farm sole proprie-
torship (the 1980 ratio). The number of partnerships in 1950-1952
and 1954-1956 is interpolated based on adjacent observations. The
last data points are for 2010.
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SOURCE: U.S. Bureau of Economic Analysis through Global In-
sight (series codes: YN for national income; YPPROPADI for sole
proprietors’ income); Historical Statistics of the United States, Earliest
Times to the Present: Millennial Edition (online) (series codes: Ch4 for
the number of sole proprietorships [till 1980]; Ch7 for the number
of non-farm sole proprietorships [till 1998]; Ch10 for the number of
partnerships [till 1997]; Age_16AndOlder_Aal4l_Number for the
adult population, 16 years and over [till 1946]); U.S. Department
of Commerce, Statistical Abstract of the United States 2012, Table 744,
p- 491 (for non-financial sole proprietorships and partnerships from
1999 and 1998, respectively); U.S. Bureau of the Census through
Global Insight (series codes: ANPCTTGE16 for the adult popula-
tion, 16 years and over [from 1947]).

The redistributional process here is very similar to — albeit much more dramatic
than — the one we saw with wages. In principle, capitalist income can be increased by
turning proprietors into capitalists and reclassifying their income as interest or profit.
But according to the thin series in Figure 10, the process has unfolded in the opposite
direction: since the 1940s — and particularly since the free-enterprise revolution and
union busting of the 1980s — an ever growing proportion of the adult population has
been forced to join the ranks of the proprietors. And if we are to judge by the relative
income of these proprietors indicated by the dashed series, the newcomers have been
in for a pretty rough ride.

During the 1940s, the relative income of proprietorships was three times the na-
tional income per adult; by the early 2010s, it dropped to one half — a six-fold decrease.
In other words, capitalists cannot bank on squeezing proprietors much further: these
proprietors already earn half as much as the average employee (and probably less, give
that some proprietorships comprise more than one member), so compressing their in-
come even further will likely reduce them to something close to bare subsistence.

So here, too, capitalist power seems to be pushing against its own asymptotes: it
can be increased a bit more — but only with plenty of violence and a lot of downside
risk.

Components of Capitalist Income

The next step, illustrated in Figure 11, is to decompose capital income into pretax
profit and net interest. Before turning to the data, though, a couple of qualifiers are in
order.

First, our analysis here is concerned primarily with profit, so the distinction we
make between profit and interest is certainly relevant. However, we should also note
that, contrary to the conventional creed, this distinction has nothing to do with the
common separation between so-called ‘non-financial’ and ‘financial’ activities. Both
profit and net interest are payments that businesses make to their owners: the former
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payment is made to owners of equity, the latter to owners of debt, and that is it. More-
over, all firms — whether they are labelled ‘non-financial’ (and by popular implication
‘productive’) or ‘financial’ (and therefore ‘unproductive’) — make both types of pay-
ments to their owners/creditors.

Figure 11
Pretax Profit and Net Interest as a
Share of U.S. National Income
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NOTE: Pretax profit is measured without capital consumption ad-
justment (CCAdj) and inventory valuation adjustment (IVA). The
last data points are for 2010.

SOURCE: U.S. Bureau of Economic Analysis through Global In-
sight (series codes: YN for national income; ZB for pretax profit
without CCAdj & IVA; INTNETAMISC for net interest).

Second, and although it may sound strange, in the national accounts home own-
ership is considered an ‘enterprise’. Because owning a home is the only ‘enterprise’
that pays but does not receive interest, interest on home mortgages, although paid by
individuals (to firms), ends up as part of the net interest payments to individuals (i.e.,
the interest paid by less the interest received from enterprises).

As Figure 11 makes clear, variations of net interest have an important effect on
pretax profit. We have already seen in Figure 8 that the overall share of capital in
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Figure 12
Net Interest as a Share of U.S. National Income:
A Decomposition
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NOTE: The category ‘enterprise’ comprises businesses as well as
mortgaged home owners. Imputed net enterprise debt as a share of
national income is derived by dividing the share of net interest in
national income by the long-term corporate bond yield (expressed
as a decimal). The last data points are 2010 for the imputed net en-
terprise debt and 2012 for the long-term bond yield.

SOURCE: U.S. Bureau of Economic Analysis through Global In-
sight (series codes: YN for national income; INTNETAMISC for
net interest); Moody’s through Global Insight (RMMBCAAANS
for the corporate bond yield, AAA, seasoned issue, 20-year-or-
longer maturity).

In other words, any further decline in the share of net interest in national income
has to come from lower interest rates. But since interest rates are already low by his-
torical standards, the benefit for profits from such a reduction is bound to be limited.
So here too we can see the asymptote.

Components of Corporate Profit

Now, this isn’t the end of the story. So far, we have dealt with pretax profit. But for
capitalists, the pretax is just a means to an end. Their real goal is the ‘bottom line’: the
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profit they are left with affer tax. And here we come to another very interesting part of
the puzzle, illustrated in Figure 13.

Figure 13
Corporate Profit as a Share of U.S. National Income
and the Effective Corporate Tax Rate
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* The effective tax rate is the difference between pretax and after-
tax profit expressed as a per cent of pretax profit.

Note: In 1931, the tax was greater than pretax profit, while in 1932,
the pretax profit was negative. For presentation purposes, the effec-
tive tax rate observations for these two years are omitted. Profit is
measured without CCAdj & IVA. The last data points are for 2010.

Source: U.S. Bureau of Economic Analysis through Global Insight
(series codes: YN for national income; ZB for pretax profit [without
CCAdj & IVA]; ZA for after-tax profit [without CCAdj & IVA]).
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The two series at the top, plotted against the left scale, are expressed as a share of
national income: the thin series measures the share of pretax profit and the thick series
the share of after-tax profit. Note that the cyclical ups and downs of the two series are
very similar, but that their long-term trends are not. If we take the 2000s as our refer-
ence point, we can see that although both series have risen since the early 1980s, the
national income share of pretax profit is still lower than it was during the 1940s and
1950s, whereas the income share of after-tax profit is higher.

The reason for this long-term divergence is explained by the bottom series, which
plots the effective corporate tax rate against the right scale. The data show that during
the 1920s and 1930s corporations hardly paid any corporate taxes. But the Great De-
pression and the reforms that followed ended this free ride, pushing the effective cor-
porate tax rate from 20 to nearly 55 per cent. Obviously, this was a massive setback to
the power of owners. It hammered after-tax profit more than anything else — but given
the political climate of the time, corporations found it difficult to protest.

Capitalists, though, weren’t about to give up, and over the next seventy years, they
have managed to claw back what they felt was rightly theirs. Their efforts were highly
successful — so much so that by the early twenty-first century, the corporate tax rate is
roughly the same as it was in the 1920s, before the welfare-warfare state had been
conceived.

The impact of this reduction has been staggering: by having their corporate tax
rate reduced from 55 to 20 per cent, owners have managed to boost their after-tax
profit by 78 per cent. But, as we have seen, the greater the power — in this case, the
power to not pay taxes — the harder it is to augment this power. The current political
climate makes further corporate tax cuts difficult to achieve. And even if such reduc-
tions were to be implemented, their effect on the bottom line would be small. Given
that the current effective corporate tax rate is only 20 per cent, the most capitalists
could hope for is a 25 per cent increase in their after-tax profit — and that increase
would require the elimination of corporate taxes altogether! So once again in our jour-
ney, we see capital as power approaching its asymptotes.

Components of After-Tax Profit

Guided by Table 2, we have one more step to consider, and that is the after-tax profit
share of the Top 0.01%. This share is examined in Figure 14. The top part of the chart
shows two series plotted against the left scale. The thin series is the share of total after-
tax profit in national income (we call this the ‘NIPA’ series, to mark its relation to the
national income and product accounts). The thick series is the net profit of the Top
0.01%, expressed as a share of national income (corporate reports commonly denote
after-tax profit as ‘net profit’ or ‘net income’). The bottom of the figure shows another
two series, plotted against the right scale. The dashed series is the ratio of the two top
series: it expresses the share of the Top 0.01% in NIPA after-tax profit. The solid line
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Figure 15
Rest of the World: Receipts and Payments of After-Tax Profit
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NOTE: After-tax profit is measured without CCAdj & IVA. Re-
ceipts from ROW are part of national profit and income, while
payments to ROW are part of domestic profit and income. Both
receipts from ROW and payments to ROW comprise dividends
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And here arises an interesting question: what is to prevent U.S. corporations from
using foreign investment (greenfield or mergers and acquisitions) to earn more and
more of their after-tax profit from ROW, and by so doing push their profit share of
national income above its current level of 11 per cent? Indeed, what is to prevent them
from pursuing this international path until their net profit approaches 100 per cent of
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Summary and Extrapolation

In our previous works on the subject, we argued that this crisis is a systemic one, and
that capitalists were struck by systemic fear — a primordial consternation for the very
existence of their system. Our purpose in this paper has been to explain why.

In order to do so, we have set aside the liberal-democratic facade that economists
label ‘the economy’ and instead concentrated on the enfolded hierarchies of organized
power. The nominal quantity of capital, we have argued, represents not material con-
sumption and production, but commodified power. In modern capitalism, the quanti-
ties of capitalist power are expressed distributionally, as differential ratios of nominal
dollar magnitudes. And the key to understanding capital as power is to decipher the
connection between the qualitative processes of power on the one hand, and the nom-
inal distributional quantities that these processes engender on the other.

We have dissected, step by step, the national income accounts of the United
States, from the most general categories down to the net profits of the country’s largest
corporations. We have shown that, from the viewpoint of the leading corporations,
most of the redistributional processes — from the aggregate to the disaggregate — are
close to being exhausted. By the end of the twentieth century, the largest U.S. corpo-
rations, approximated by the Top 0.01%, have reached an unprecedented situation:
their net profit share of national income hovers around record highs, and it seems that
this share cannot be increased much further under the current political-economic re-
gime.

This asymptotic situation, we believe, explains why leading capitalists have been
struck by systemic fear. Peering into the future, they realize that the only way to further
increase their distributional power is to apply an even greater dose of violence. Yet,
given the high level of force already being exerted, and given that the exertion of even
greater force may bring about heightened resistance, capitalists are increasingly fearful
of the backlash they are about to unleash. The closer they get to the asymptote, the
bleaker the future they see.

It is of course true that no one knows exactly where the asymptote lies, at least not
before the ramifications of approaching it become apparent. But the fact that, over the
past decade, capitalists have been pricing down their assets while their profit share of
income hovers around record highs suggests that, in their minds, the asymptote is nigh.

How much more force and violence are needed to keep the current capitalist re-
gime going? This of course is a subject in and of itself. But given its crucial importance,
it is worth at least a brief, closing illustration.

One important manifestation of the distributional processes we have explored in
this paper is illustrated in Figure 16. The figure shows the income share of the top 10
per cent of the U.S. population (note that, unlike the income share of corporate profit
that focuses on organizations, this measure focuses on individuals). The shaded areas
denote two historical extremes, periods in which the income share of the top 10 per
cent of the population exceeded 45 per cent.
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In order to have reached the peak level of power it currently enjoys, the ruling
class has had to inflict growing threats, sabotage and pain on the underlying popula-
tion. One key manifestation of this infliction is illustrated in our last chart, Figure 17.

The chart reproduces the distributional measure from Figure 16 (left scale) and
contrasts it with the ratio between the adult correctional population and the labour
force (right scale). The correctional population here includes the number of adults in
prison, in jail, on probation and on parole.

As we can see, since the 1940s this ratio has been tightly and positively correlated
with the distributional power of the ruling class: the greater the power indicated by the
income share of the top 10 per cent of the population, the larger the dose of violence
proxied by the correctional population. Presently, the number of ‘corrected’ adults is
equivalent to nearly 5 per cent of the U.S. labour force. This is the largest proportion
in the world, as well as in the history of the United States.

Although there are no hard and fast rules here, it is doubtful that this massive
punishment can be increased much further without highly destabilizing consequences.
With the underlying magma visibly shifting, the shadow of the asymptote cannot be
clearer.

Appendix: Proxies of Dominant Capital

This paper uses a proxy for dominant capital that is different from the one presented
at the 2011 conference on the Forum on Capital as Power. The differences between
the two proxies should be of interest to researchers, and we articulate and assess them
below.

The measure used at the conference was the ‘Compustat 500’, an aggregate com-
prising the top 500 firms listed in the Compustat North America dataset, ranked by
market capitalization. In the present paper, we use the Top 0.01%, an alternative meas-
ure comprising the top 0.01 per cent of firms listed and incorporated in the United
States. The firms in the latter aggregate are cropped from the Compustat North Amer-
ica dataset by selecting from the database the top U.S.-incorporated firms, ranked by
market capitalization.

The Compustat 500 differs from the Top 0.01% in two respects. First, whereas the
Top 0.01% includes firms that are both listed and incorporated in the United States,
the Compustat 500 includes U.S.-listed firms, regardless of where they are incorpo-
rated. Second, the number of firms included in the Top 0.01% has grown over time —
from 271 in 1950 to 604 in 2010, in tandem with the total number of firms, which rose
from 2.71 million to 6.04 million during the same period; by contrast, the number of
firms in the Compustat 500 has remained constant at 500.

Note that, because we draw our data from the Compustat database, both measures
of dominant capital include U.S.-listed firms only. They exclude unlisted U.S. firms
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This is a foundational shift, and, as such, it calls for a new system of global accounting
to match the globalizing nature of capital as power.
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safe home is invaded. Where did the intruder get the alarm codes from? His bank ac-
counts are manipulated and his funds transferred — but the changes are all made in
Hoffmann’s own name. His office and home are being bugged — apparently according
his own instructions, of which he has no recollection. And then VIXAL, his software
algorithm, jumps out of the box.

A hedge fund, as it names suggests, is supposed to hedge its bets, and VIXAL is
programmed to do precisely that. But suddenly it stops doing so. Instead of carefully
offsetting the fund’s risk, VIXAL starts taking huge, one-sided bets against the overall
market. And it’'s winning, massively. The market crashes, and Hoffmann’s invest-
ments are making huge, un-hedged profits.

And it is then that Hoffmann finally gets it. His nemesis isn’t a human being; it’s
VIXAL. The impersonal investment algorithm has become self-aware. Its ultimate,
built-in goal is to ‘beat the average’, and that goal now tells it to abandon its own
hedging rules. Jumping out of the box, VIXAL triggers a market crash to reduce the
average return — while shorting that very crash, one-sidedly, to amplify its own returns
many times over.

Hoffmann realizes he has created a financial Golem and hurries to pull the plug
and blow up the physical hardware. But it’s too late. VIXAL has become hologramic.
It has embedded itself in cyberspace-writ-large, in every computer memory, in every
programme. It no longer has a given locus. Being able to learn, it can infiltrate any
algorithmic fund. There is really no way to stop it.

The New Financialized Order

The book, written as a popular thriller, reflects the growing angst that something has
gone wrong with capitalism. According to the conventional creed, both liberal and
critical, the economy has a two-sided structure. The base of this structure is the so-
called ‘real’ sphere. This is where material resources and creative knowledge are used
to produce actual goods and services. Overarching this productive base is the ‘finan-
cial’ superstructure of money, credit and financial instruments. Back in the days of
postwar Keynesianism, goes the argument, finance served to lubricate and facilitate
the real economy; but now the balance has shifted. The economy has been ‘financial-
ized’. The stock and bond markets, which previously were subservient to production
and consumption, have taken command; and the financiers, instead of facilitating real
investment and real growth, are fuelling speculative bubbles that inevitably end up in
crashes and crises. Moreover, and ominously, financial markets are increasingly flying
on autopilot: much of their gyrations are determined not by human beings but by com-
puter algorithms.

Hoffmann is the new archetype of this brave financialized order. He isn’t really
after the money, at least not in the vulgar sense of the term. When he was first drafted
to the venture, he didn’t even know what a hedge fund was and couldn’t figure out the
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differential logic, without question. And as they do so, they thoroughly transform so-
ciety, gradually turning it into a giant automaton.

Differential capitalization makes everyone and everything a Newtonian particle,
mechanically acting on and reacting to every other particle. It makes flesh-and-blood
human beings invisible to their rulers. (Hoffmann, chauffeured in his sleek Mercedes,
never notices that the streets are full of people, waiting for the bus, defeated even before
the day begins. And why should he notice them? Most of their actions, past, present
and future, are already capitalized, reduced to symbolic bits and bytes in his market-
tracking iPad.) Differential capitalization abstracts from — and indeed denies — all so-
cial classes and hierarchical groupings; everyone now is an ‘agent’, differentiated only
by the size of his or her investable assets. (‘A hedge fund manager with ten billion
dollars in assets under management’, says Hoffmann, ‘could these days pass for the
guy who delivered his parcels’.) Differential capitalization flattens the world, making
human relations seem anonymous. (Hoffmann retains an advertising agency for
200,000 Swiss francs a year, simply to keep his name out of the papers.) The implied
automaticity of differential capitalization eliminates guilt, thus absolving capitalists
from being responsible for their (own?) actions. (‘One could no more pass moral judge-
ment on [VIXAL] than one could on a shark. It was simply behaving like a hedge
fund’.) And differential accumulation gives investors the illusion that they are dimen-
sionless Cartesian dots floating in space. (In my fund, Hoffmann boasts, everything is
outsourced — security, accounting, legal counsel, offices, transportation and technical
support are all externalized through the market: ‘we want to be digital . . . we try to be
as frictionless as possible’.)

But then, if the world is indeed on its way to becoming totally ‘rational’, with
everything and everyone increasingly automated, how could money managers make
any money? If society is brought under mechanical control, made to obey the eternal
laws of capitalization, what room does this leave for the Hoffmanns of the world?
Surprisingly, the answer is plenty.

Enter Fear

In every mode of power, the rulers have reason to be anxious. In ancient Egypt, the
pharaohs scribed ritualistic curses against potential rebels; in feudalism, the lords had
their vassals swear to protect them against everyone else; and in capitalism, as Intel’s
CEO Andrew Grove informs us, ‘only the paranoid survive’. (‘Of all the affectations
of the wealthy, none had ever struck Hoffmann as quite as absurd as the sight of a
bodyguard sitting outside a meeting or restaurant; he had often wondered who exactly
the rich were expecting to attack them, except possibly their own shareholders or mem-
bers of their families’.) The only way for rulers to mitigate their fear and anxiety is to
make their subjects even more anxious and fearful than they are.
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this herd-like behaviour may seem scandalously irrational, a deviation from and dis-
tortion of the otherwise ‘pure’ capitalist code of conduct. But capitalism is not a col-
lection of identical atoms, but a complex hierarchy of power. And if we transcend the
individual investor and instead examine the capitalist mode of power as a whole and
the dominant capital groups that rule it, the herding of lesser capitalists seems perfectly
rational.

Fear creates stylized cycles of excessive pessimism and optimism, or ‘hype’, and
these hype cycles are massively redistributional. They shift income and assets from
those who are completely oblivious of or cannot properly model those cycles to those
who create and predict them, and this relentless redistribution is the lifeline of contem-
porary capitalist power. Without fear-driven hype cycles, differential capitalization
would be drastically reduced; without meaningful differential capitalization, there
would be no financial markets to speak of; and without financial markets, there would
be no capitalization and no capitalism.

The likes of Hoffmann may be creating artificial intelligence, and at some point
this intelligence might indeed jump out of the box. But this intelligence is anything but
autonomous. It is made in the power image of capital and is entirely subservient to its
logic. Its ultimate purpose is accumulation, and accumulation is all about differential
power. In Hoffman’s words, its sole purpose is to ‘expand until it dominated the entire
earth’.



Crisis
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NOTE: Series show annual data smoothed as 5-year moving aver-
ages. Profit is pre-tax and includes capital consumption adjustment
(CCAd)) and inventory valuation adjustment (IVA). Unemploy-
ment is expressed as a share of the labour force. The last data points
are 2012 for profit and interest and 2013 for unemployment.

SOURCE: U.S. Bureau of Economic Analysis through Global In-
sight (series codes: GDY for domestic income; ZBECOND for do-
mestic pre-tax profit with CCAdj & IVA; INTNETDBUS for domes-
tic net interest); Historical Statistics of the United States, Earliest Times to
the Present: Millennial Edition (online) (series code: Unem-
ployed_AsPercentageOf CivilianLaborForce_Ba475_Percent  for
the unemployment rate [till 1947]); U.S. Bureau of Labor Statistics
through Global Insight (series code: RUC for the unemployment
rate, computed as annual averages of monthly data [1948 onward]).
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Figure 2
U.S. Unemployment and the
Domestic Income Share of Capital, 1947-2012

18
Pretax Profit and Net Interest

(% of domestic income)
17 ¢

15

14 |

183

12

nr

10

Unemployment Rate
www.bnarchives.net Three Years Earlier (%)
8 PRRFER SN S S S S NS T S AN ST T NS S S NS S S S S T AT S S [N S S S S W S S S AT S

0 1 2 3 4 5 6 7 8 9 10 1

NOTE: Series show annual data smoothed as 5-year moving aver-
ages. Profit is pre-tax and includes capital consumption adjustment
(CCAd)) and inventory valuation adjustment (IVA). Unemploy-
ment is expressed as a share of the labour force. The last data points
are 2012 for profit and interest and 2013 for unemployment.

SOURCE: U.S. Bureau of Economic Analysis through Global In-
sight (series codes: GDY for domestic income; ZBECOND for do-
mestic pre-tax profit with CCAdj & IVA; INTNETDBUS for domes-
tic net interest); Historical Statistics of the United States, Earliest Times to
the Present: Millennial Edition (online) (series code: Unem-
ployed_AsPercentageOf CivilianLaborForce_Ba475_Percent  for
the unemployment rate [till 1947]); U.S. Bureau of Labor Statistics
through Global Insight (series code: RUC for the unemployment
rate, computed as annual averages of monthly data [1948 onward]).

The relationship between the two series in the charts is clearly positive and very
tight. Regressing the capitalist share of domestic income against the rate of unemploy-
ment three years earlier, we find that for every 1 per cent increase in unemployment,
there is 0.8 per cent increase in the capitalist share of domestic income three years later
(see the straight OLS regression line going through the observations in Figure 2). The
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The Triangle of Conflict

Analyses of modern Middle East conflicts vary greatly. They range from sweeping re-
gional histories to narratives of individual disputes. They draw on various analytical
frameworks and reflect different ideological standpoints. They rely on realism to empha-
size state interests, alignments and conflicts, on liberalism to accentuate markets, trade
and interest groups, on Marxism to stress exploitation, dependency and imperialism,
and on postism to transform both the conflicts and their causes into a cultural-ethnic-
racist collage of deconstructible ‘texts’. They use these views, opinions and dogmas to
critique and condemn, rationalize and moralize, predict and strategize.

Underlying this great variety, however, lies a simple triangular scheme. Regardless
of their particular theoretical foci and ideological bent, all analyses seem to derive from
and accentuate one or more of the following themes: (1) outside intervention, (2) culture
and internal politics and (3) scarcity.

Outside intervention. Analysts of international relations tend to divide the history of
foreign intervention in the region into four broad eras: (i) the period up till the Second
World War, (ii) the post-war stretch till the collapse of the Soviet Union, (iii) the era of
neoliberal globalization till the recent financial crisis and (iv) the new period of growing
multipolarity. Foreign meddling in the Middle East is said to have intensified during the
nineteenth century. With the decline of Ottoman rule and the rise of European imperi-
alism, direct colonial takeovers carved up the region among the leading European pow-
ers. This division ended after the Second World War. Colonialism disintegrated, and
with superpower confrontation substituting for inter-imperial struggles, proxy conflicts
replaced the need for direct occupation. The 1990s collapse of the Soviet Union again
shuffled the cards. The previously bipolar world was rendered unipolar, and this unipo-
larity, argue the pundits, enabled the United States to launch an aggressive regime-
changing campaign to promote democracy and make the Middle safe for business. But
this era too seems to be drawing to a close. The United States is not what it used to be.
Its chronic current account deficit, mounting debt, sliding dollar and recent financial
crisis, along with its failed military interventions, have given rise to mounting challenges
from China, India and the new Russia, among others countries, as well as from armed
NGOs in various parts of the world. These centrifugal forces create peripheral vacuums,
including in the Middle East, which local mini-powers such as Iran and Turkey and
militias like ISIS and Hezbollah jockey to fill.

Culture and internal politics. The issue here is the bellicose consequences of the region’s
tribal traditions, ethnic differences and religious hostilities — as well as the ways in which
these cultural-political traits differ from those in other, mainly Western societies. Orien-
tal pundits, analysts and deconstructivists examine how cultural incompatibilities breed
conflict within the Middle East, as well as a broader ‘clash of civilizations’, particularly
between Islam and the West. Some claim that the region’s cultural-political bellicosities
are deeply ingrained and therefore difficult to change, while others see them as malleable
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attributes that can be smothered or nourished depending on circumstances and expedi-
ency.

Scarcity. This subject is handled more or less exclusively by economists. The main
focus here is water, which the region is short on, and oil, of which it has plenty. In the
short term, say the economists, the overall supply of both water and oil can be taken as
given, so the ups and downs of their scarcity depend mostly on variations in demand. In
the case of water, the demand originates within the Middle East itself — particular in arid
or heavily populated areas — so water-related conflicts are mostly regional in nature. By
contrast, the demand for oil is generated largely outside the region, so oil-related conflicts
tend to have an important global dimension. In the long-run, though, supply too is
changing. The main emphasis here is on global warming, which dries up the region, and
Peak Oil, which is bound to reduce its petroleum output. Anticipations of these supply-
driven scarcities, many now claim, have already heightened resource-related tensions in
the region and are sure to intensify its conflicts and wars.

Of course, the three nodes of this conceptual triangle, although analytically distinct,
are rarely treated in isolation. On the contrary. Typically, the analyst collects a few ‘fac-
tors’ from each node, tucking them all into a single ‘production function’ in order to
generate a hopefully richer, more complex discourse. This fusion is evident in current
explanations of the third Gulf War. ISIS’s media blitzes — and the counter-campaigns of
its opponents — emphasize the religious basis of the conflict. But culture is only part of
the picture. Having already captured oil-producing regions and facilities, ISIS openly
boasts of its intention to take over those of Iraq, Saudi Arabia and others. And with
human rights and the flow of oil under threat, there is a good enough reason for a U.S.-
led coalition to launch yet another military intervention in the Middle East.

Scarcity and the Price of Oil

Now, a vigilant reader might protest that this triangular classification is fatally incom-
plete. It is certainly important to speak about international relations, culture, politics and
scarcity, she would point out. But what about capital? Doesn’t capitalism rule our world
and shape its important trajectories? And if that is the case, why is the connection be-
tween Middle East wars and accumulation rarely mentioned explicitly and seldom ana-
lysed empirically?

Most analysts, though, would dismiss such a critique as amateurish. The nexus be-
tween capital accumulation and Middle East conflict, they would point out, is already
there, embedded in the very concept of scarcity.
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is consistent with the price uptrend since 1998, but inconsistent with its downtrend be-
tween 1980 and 1998. In other words, scarcity per se—at least as conventionally measured
by the consumption-production gap — can tell us very little about ‘real’ price movements
(see Box 1).

Box 1: ‘Because’ and ‘Despite’ in the Oil Market

Substituting physical shortages and material surpluses for excess demand and supply
is a treacherous strategy, particularly for those trying to predict the price of oil. The
following news headlines, collected at random between 1984 and 2004, suggest that
such predictions are often not much better than tossing a coin. The headlines are
arranged in pairs, with the first entry being consistent with the theory (the price
changes ‘because’) and the second inconsistent (the price changes ‘despite’).

Qil prices rise amid reports Iraq jets attacked operations at Iran terminal
Michael Siconolfi, Wall Street Journal, August 13, 1986, p. 1

‘World oil prices fall despite Iran-Iraq war

Chronicle - Herald Halifax, July 7, 1984, p. 13

Qil prices soar on OPEC pact to cut output

Michael Siconolfi, Wall Street Journal, August 6, 1986, p 1
Oil price falls despite cut in output

Paul Solman, Financial Times, June 13, 1998, p. 12

OPEC agreement means oil prices likely to increase
The Gazette Montreal, June 29, 1987, p. B5

Oil prices fall despite OPEC agreement

Gary Mead, Financial Times, June 25, 1998, p. 32

Oil prices fall again in response to Bush’s hope for Mideast accord and signs of
ample supplies

James Tanner, Wall Street Journal, October 3, 1990, p. C14

Oil price rises despite ample supply

Calgary Herald, December 8, 1995, p. C13

Oil prices slide in anticipation of rise in output

Marie C. Sanchez. Wall Street Journal, October 30, 2000, p. 1
Oil prices soar despite rise in output

Toronto Star, September 12, 2000, p. D3
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Figure 3
Differential Earnings per Share and the
Relative Price of Crude Oil
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NOTE: Series show monthly data smoothed as 12-month trailing
averages. EPS denotes earnings per share and is calculated by di-
viding the stock price index by the price-earnings ratio. Differential
EPS is calculated by dividing the EPS of the integrated oil index by
the EPS of the world index. The relative price of oil is the average
crude price deflated by the U.S. CPI. The last data points are Oc-
tober 2014 for the differential EPS and August 2014 for the relative
price of oil.

SOURCE: Datastream (series codes: TOTMKWD(PI) and TOT-
MKWD(PE) for the price index and price-earnings ratio of all listed
firms, respectively; OILINWD(PI) and OILINWD(PE) for the
price index and price-earnings ratio of all listed integrated oil firms,
respectively). IMF International Financial Statistics through Data
Insight (series codes: L76 AA&Z@CO001 for the average price of
crude oil; L64@C111for the U.S. CPI).

The Arma-Core

The leading armament contractors — based primarily in the United States, but also in
Europe, the Soviet Union (later Russia) and other countries — have also come to benefit
from higher oil prices. This benefit first became apparent in the 1970s. The waning of
the Vietnam conflict shifted the focus of arms exports from East Asia to the Middle
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its differential return on equity dropped to a mere 3.3 per cent, down from 71.5 per
cent in 2009 and a whopping 1,114 per cent in 2008.

Figure 4
Energy Conflicts and Differential Profits:
The Petro-Core vs. the Fortune 500
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* Return on equity is the ratio of net profit to owners’ equity. Differential return
on equity is the difference between the return on equity of the Petro-Core and
of the Fortune 500, expressed as a per cent of the return on equity of the Fortune
500. For 1992-93, data for Fortune 500 companies are reported without SFAS
106 special charges. The last data point is for 2013.

NOTE: The Petro-Core consists of British Petroleum (BP-Amoco since 1998),
Chevron (with Texaco since 2001), Exxon (ExxonMobil since 1999), Mobil
(till 1998), Royal-Dutch/Shell and Texaco (till 2000). Company changes are
due to mergers. Energy Conflicts mark the starting points of: the 1967 Arab-Is-
rael war; the 1973 Arab-Israel war; the 1979 Iranian Revolution; the 1979 So-
viet invasion of Afghanistan; the 1980 Iran-Iraq War; the 1982 second Israeli
invasion of Lebanon; the 1990-91 first Gulf War; the 2000 second Palestinian
Intifada; the 2001 attack of 9/11, the launching of the “War on Terror’ and the
invasion of Afghanistan; the 2002-3 second Gulf War; the 2011 Arab Spring
and outsourced wars; the 2014 third Gulf War.

SOURCE: Fortune; Compustat through WRDS.
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Figure 5
Energy Conflicts and Differential Profits:
Integrated Oil Companies vs. the World
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NOTE: Series show monthly data smoothed as three-year trailing averages.
Earnings per share (EPS) are calculated by dividing the stock price index by the
price-earnings ratio. The annual rate of change is measured relative to the cor-
responding month in the previous year. Differential EPS growth is calculated
by subtracting the EPS growth rate of the world index from the EPS growth rate
of the integrated oil index. The last data points are for October 2014.

SOURCE: Datastream (series codes: TOTMKWD(PI) and TOTMKWD(PE)
for the price index and price-earnings ratio of all listed firms, respectively; OIL-
INWD(PI) and OILINWD(PE) for the price index and price-earnings ratio of
all listed integrated oil firms, respectively).

Now, note that, while the energy conflicts here are the same as those listed in Figure
4, the measure of differential profit is different in several important respects. (1) The ge-
ographical scope is much wider and the focus is less on corporate size and more on the
nature of business activity. Whereas in Figure 4, the comparison is between a Petro-Core
of four to six firms and the U.S.-based Fortune 500, here the comparison is between all of
the world’s listed integrated oil companies and the world average for all listed compa-
nies. (2) The profit metric is different. Whereas in Figure 4, the proxy of choice is return
to equity, here it is earnings per share (EPS). (3) The nature of the variables is different.
‘While in Figure 4 we look at levels, here we examine rates of change. (4) The temporality
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the event, the 1990-91 first Gulf War as well as the 2001 invasion of Afghanistan and
the 2002 onset of the second Gulf War.

We have not predicted the recent spate of energy conflicts — but only because our
research over the past decade has carried us away from the Middle East. The logic of our
argument, though, remains intact. As Figures 4 and 5 show, any researcher who would
have updated our data could have predicted, ahead of time, the 2011 Arab Spring and
its associated outsourced wars, as well as the 2014 third Gulf War against ISIS.

The Broader Vista

The Middle East dramas, though, are themselves part of a bigger story. So far, we have
shown that these dramas — the conflicts and wars, the oil crises and inflicted ‘scarcities’,
OPEC’s machinations and outside interventions, terrorism and nationalism, religion
and culture — could be enfolded into the stylized link between energy conflicts and dif-
ferential oil profits. But there is an even broader enfoldment to consider: the way in
which this oil link fits the larger picture of global accumulation. Needless to say, this
latter enfoldment is not easy to articulate, certainly not on the fly, so our outline below
should be read as tentative and suggestive rather than definitive and exhaustive.

Reversals of Fortune

Begin with a bird’s-eye view of the differential oil profits and the energy conflicts depicted
in Figures 4 and 5. The history of this process can be divided into three rough periods:

1. Late 1960s — early 1980s. During this period, the oil companies tended to beat the
average. There were only a few ‘danger zones’, and each zone was promptly fol-
lowed by an energy conflict — or a string of conflicts — causing differential profits to
quickly flip back into positive territory.

2. Mid 1980s — late 1990s. During this period, the oil companies tended to trail the aver-
age. With the exception of one energy conflict (the first Gulf War), ‘danger zones’
lingered with no relief in sight, causing the oil companies to suffer from protracted
differential decumulation.

3. Early 2000s — present. In this period, the oil companies have again taken the lead.
Their differential profits have risen to record highs, having been boosted by frequent
energy conflicts that seem to erupt at the mere suggestion of differential decumula-
tion.
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Figure 6
Amalgamation and Stagflation
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NOTE: Series show annual data smoothed as five-year trailing av-
erages. The buy-to-build ratio denotes expenditures on mergers and
acquisitions expressed as a percentage of gross fixed capital for-
mation. Stagflation is the average of: (1) the standardized devia-
tions from the average of the rate of unemployment; and (2) the
standardized deviation from the average rate of inflation of the
GDP implicit price deflator. The deviations were standardized by
deducting from each year the arithmetic mean of the series over the
whole period, then dividing the result by the same arithmetic mean.
The last data points are for 2012.

SOURCE: Joseph Francis, The Buy-to-Build Indicator: New Esti-
mates for Britain and the United States, Review of Capital as Power,
2013, Vol. 1, No. 1, pp. 63-72.
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Figure 7
‘Real’ Oil Prices and CPI Inflation in the Advanced Countries
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NOTE: Series show monthly data smoothed as 12-month trailing av-
erages. The ‘real’ price of crude oil is the dollar price deflated by the
U.S. CPI. The last data points are September 2014 for CPI inflation
and October 2014 for the ‘real’ price of crude oil.

SOURCE: IMF International Financial Statistics through Data In-
sight (series codes: L76 AA&Z@CO001 for the average price of crude
oil; L64@C111 for the U.S. CPI; L64@C110 for the CPI of the ad-
vanced countries).

Middle East Energy Conflicts and Differential Accumulation Cycles

‘With this link in mind, we can now begin to connect the specific patterns of Middle East
energy conflicts with the broader differential accumulation cycles of depth and breadth.

The Rise of Stagflation (late 1960s — early 1980s)

During the late 1960s, dominant capital in the advanced countries started to shift from
breadth to depth (Figure 6). By the early 1970s, the merger wave was receding rapidly,
and as amalgamation weakened, stagflation picked up. The main trigger for the latter
process was the build-up of Middle East tensions and the eruption of energy conflicts
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Figure 3
Net Profit Shares of Listed Corporations
(% of World Total)
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NOTE: Net profit is computed as the ratio of market value to the
price-earning ratio. Data for developed markets excluding the U.S. is
calculated by subtracting from the profit of firms listed in developed
markets the profit of firms listed in the U.S. Data for rest of the world
is calculated by subtracting from the profit of all firms the profits of
those listed in developed markets. Series display monthly data and
are smoothed as 12-month moving averages. The raw earning data
are reported on a consolidated basis, including domestic and foreign
subsidiaries and the equity share in minority held firms. The last data
points are for November 30, 2011.

SOURCE: Datastream (series code: TOTMKWDMYV) and TOT-
MKWD(PE) for the market value and price-earning ratio of all listed
firms, respectively; TOTMKUS(MYV) and TOTMKUS(PE) for the
market value and price-earning ratio of U.S.-listed firms, respec-
tively; TOTMKDV(MYV) and TOTMKDV(PE) for the market value
and price-earning ratio of firms listed in developed countries, respec-
tively).

The chart demonstrates a sharp reversal of fortune. Until the mid-1980s, U.S.-
listed firms dominated: they scooped roughly 60% of all net profits, leaving firms listed

in other developed markets 35% of the total and those listed in ‘emerging markets’ less
than 5%.
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The Inconvenient Facts

But not all is lost. For the sake of argument, we can forgo our reservations and stick
with the most basic conventions. And the convention — at least among capitalists, in-
vestors and, increasingly, academic students of the subject — is to treat ‘finance’ as
synonymous with the FIRE sector; i.e. with firms whose primary activities involve
financial intermediation (banking, trust funds, brokerages, etc.), insurance or real es-
tate.

Based on this conventional (albeit theoretically loose) definition of finance, and
given our specific concern here with capitalist power, it seems appropriate to proxy the
extent and trajectory of ‘financialization’ by looking at the distributive share of total
net profit accounted for by FIRE corporations. The magnitude of this share would
then indicate the extent to which FIRE firms have been able to leverage ‘financializa-
tion’ for their own end, and the way this share changes over time would tell us whether
their leverage has increased or decreased.

This distributional measure of ‘financialization’ is depicted by the two series in
Figure 4. The first series shows the net profit of FIRE corporations as a per cent of the
net profit of all U.S.-listed firms. The second series computes the same ratio for firms
listed outside the United States. And here we run into a little surprise.

According to the theory of hegemonic transition, the engine of ‘financialization’
is the United States. This is the black hole of the World System. It is the site where
finance has been used most extensively to absorb the system’s surplus. It is the seat of
the all-powerful Wall Street-Washington Complex. It is where neoliberal ideology first
took command and from where it was later imposed with force and temptation on the
rest of the world. It is the engine that led, pulled and pushed the entire process.

But the facts in Figure 4 seem to tell a different story. According to the chart, the
United Sates has not been leading the process. If anything, it seems to have been
‘dragged’ into the process by the rest of the world. . . .

During the early 1970s, before the onset of systemic ‘financialization’, the U.S.
FIRE sector accounted for 6% of the total net profit of U.S.-listed firms. At the time,
the comparable figure for the rest of the world was 18% — three times as high! From
then on, the United States was merely playing catch-up. Its pace of ‘financialization’
has been faster than in the rest of the world; but with the sole exception of a brief period
in the late 1990s, its Jevel of ‘financialization’ has always been lower. In other words,
if we wish to stick with the theory of a finance-fuelled red giant that has exhausted its
own energy and is now slowly imploding as its peripheral liquidly runs out, we should
apply that theory not to the United States, but to the rest of the world!

Indeed, even the most recent period of crisis seems at odds with the theory. Ac-
cording to the conventional creed, both left and right, the current crisis is payback for
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Figure 5
Cash Flow Shares of Listed FIRE Corporations
(% of Region)
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NOTE: Cash flow is the sum of net earnings and all non-cash charges
or credits. Normally cash flow consists of net profit before preferred
dividends, depreciation, amortization, reserve charges, provision for
loan losses for banks and provision for future benefits for insurance
companies; it excludes extraordinary items and changes in working
capital. Cash flow is computed by dividing market value by the price-
to-cash-flow ratio. Total cash flow and FIRE cash flow for firms out-
side the U.S. are calculated as a residual, by subtracting from the
world figures the corresponding figures for the U.S. The last data
points are for November 30, 2011.

SOURCE: Datastream (series code: TOTMKWD(MYV) and TOT-
MKWD(PC) for the market value and price-to-cash-flow ratio of all
listed firms, respectively; FINANWD(MYV) and FINANWD(PC) for
the market value and price-to-cash-flow ratio of all listed FIRE firms,
respectively; TOTMKUS(MV) and TOTMKUS(PC) for the market
value and price-to-cash-flow ratio of U.S.-listed firms, respectively;
FINANUS(MV) and FINANUS(PC) for the market value and price-
earning ratio of U.S.-listed FIRE firms, respectively).

The second difficulty has to do with the facts. Regardless of whether one uses net
profit or cash flow, the conclusion seems to be the same: U.S.-listed FIRE firms are
laggers rather than leaders. The relevant data are presented in Figure 5. The chart com-
pares two series: the first series shows the cash flow of FIRE corporations as a per cent
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of the cash flow of all U.S.-listed firms; the second series computes the comparable
ratio for FIRE firms listed outside the United States. Now, unlike the data for net
profit, those for cash flow are more ‘jumpy’, perhaps as a result of the often arbitrary
nature of depreciation allowances, occasional changes in tax laws and the absence of
temporal smoothing when monthly observations are interpolated from quarterly and
annual reports. But the overall trajectories of the cash-flow series are not much differ-
ent from those of net profit: in both cases, the FIRE share is larger outside than inside
the United States, and in both cases the overall trend has been for U.S.-listed firms to
play catch-up with the rest of the world, rather than vice versa.

Figure 6
EBIT Shares of Listed FIRE Corporations
(% of Region)
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NOTE: EBIT denotes corporate earnings before interest and taxes.
Total EBIT and FIRE EBIT for firms outside the U.S. are calculated
as a residual, by subtracting from the world figures the corresponding
figures for the U.S. The last data points are for November 30, 2011.

SOURCE: Datastream (series code: TOTMKWD(DWEB) and FI-
NANWD(DWERB) for the EBIT of all listed firms and all listed FIRE
firms, respectively; TOTMKUS(DWEB) and FINANUS(DWEB)
for the EBIT of all U.S.-listed firms and U.S. FIRE firms, respec-
tively).
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And since we have already broadened the vista, it is worthwhile to extend the
examination to cover the entire flow of non-labour corporate income. Figure 6 offers
such a comparison by measuring the share of listed FIRE firms in EBIT — a shorthand
for earnings before interest and taxes. This measure, reminiscent of the Marxist ‘sur-
plus’ loosely measured in price terms, gives a broad view of capitalist income before it
gets divided and appropriated by various capitalist and governmental entities. As be-
fore, one series in the chart measures the share of FIRE in the EBIT of all U.S.-listed
firms, while the other measures the same share for FIRE firms listed in the rest of the
world. Now, because it includes interest and taxes, EBIT is ‘looser’ than net profit and
cash flow, and as such it cannot easily be interpreted as a proxy for capitalist power.
And yet here, too, the historical conclusion stands: the U.S. FIRE sector has lagged the
rest of the world. Until the late 1980s, the share of FIRE in EBIT was higher in the
United States than elsewhere — but that was when both ratios were insignificantly
small. However, once the two series started to rise, U.S.-listed FIRE firms consistently
lagged behind their foreign counterparts.

In other words, regardless of the particular flow — be it the quintessential measure
of net profit or the wider indices of cash flow and EBIT — the pattern remains the same:
the process of ‘financialization’, assuming we accept its standard definition, appears
to have been ‘led’ not by the United States, but by the rest of the world.

The End of a Nexus?

Of course, this isn’t the first time that a monkey wrench has been thrown into the
wheels of the ever-changing nexus of imperialism and financialism. As we have seen,
over the past century the nexus has had to be repeatedly altered and transformed to
match the changing reality. Its first incarnation explained the imperialist scramble for
colonies to which finance capital could export its ‘excessive’ surplus. The next version
talked of a neo-imperial world of monopoly capitalism where the core’s surplus is ab-
sorbed domestically, sucked into a ‘black hole’ of military spending and financial inter-
mediation. The third script postulated a World System where surplus is imported from
the dependent periphery into the financial core. And the most recent edition explains
the hollowing out of the U.S. core, a ‘red giant’ that has already burned much of its
own productive fuel and is now trying to ‘financialize’ the rest of the world in order to
use the system’s external liquidity.

Yet, here, too, the facts refuse to cooperate: contrary to the theory, they suggest
that the U.S. ‘Empire’ has followed rather than led the global process of ‘financializa-
tion’, and that U.S. capitalists have consistently been less dependent on finance than
their peers elsewhere.

Of course, this inconvenient evidence could be dismissed as cursory — or, better
still, neutralized by again adjusting the meaning of imperialism and financialism to fit
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the new reality. Undoubtedly, there are those who will hail such adjustment as evi-
dence of strength and vitality, the hallmark of a theory flexible enough to account for
new circumstances. But too much flexibility makes for irrefutability. So maybe it is
time to stop the carousel and cease the repeated retrofits. Perhaps we need to admit
that, after a century of transmutations, the nexus of imperialism and financialism has
run its course, and that we need a new framework altogether.
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*  The fourth and final proposition concerned the rate of unemployment. Many
factors affect the living conditions of the lower strata, says Rusche. But the most
important by far is the labour market, and particularly the ‘excess supply/demand’
for labour, or the rate of unemployment. When there is ‘excess supply’,
unemployment rises and wages decline, causing crime to increase and punishment
to intensify. And when there is ‘excess demand’ and unemployment decreases, the
opposite process is set in motion.

These observations, which Rusche says hold in every society, set the general boundaries
of penality:

*  When labour is abundant, deprivation is close to its limits, so the unemployed can
be deterred from crime only by the ultimate punishment: death. Rusche gives the
example of China, where a huge reserve army of unemployed makes human life
worth close to nothing. Under those conditions, he observes, it is common for
captured criminals to be executed without much fuss.

* By contrast, when labour is scarce and there are not enough workers to fill all the
jobs, the penal system shifts toward reform and exploitation. The goal now is not
to prevent the hungry from criminal acts, but to convince unwilling labourers and
criminals that they need to be working. This situation, says Rusche, existed for
example during the European Enlightenment of the seventeenth century, when
‘excess demand’ for labour ushered in by the Mercantilist Era brought prison re-
forms. Moreover, since ‘excess demand’ for workers drives wages up, it became
profitable to lock up criminals and use them as forced labour, and that too was a
feature of European Mercantilism. All in all, a tight labour market causes the sys-
tem to move from execution to exploitation.

Now these are the two logical extremes: death on the one hand, penal reform and
forced labour on the other. A political economy of crime and punishment, says Ru-
sche, needs to start from this analytical skeleton and then flesh out the real historical
process that Disraeli referred to as the ‘two nations’ and Marx called the ‘class strug-
gle’. The first person to offer such analysis was Rusche.

Rusche’s own work was largely historical and comparative. He went through a
series of epochs, examining in each case (1) the conditions of the labour market; (2)
the nature of crime; and (3) the intensity of punishment. And what he found was
largely consistent with his hypothesis.

*  During the early Middle Ages, land was abundant and the population sparse.
Most crime was about passion rather than property, and punishment usually took
the form of revenge, penance or monetary fines.
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In the late Middle Ages, land grew scarcer and the population more abundant.
There were peasant wars and social unrest, and armies of beggars became
commonplace. Property crime and robbery were on the rise, but criminals were
often unable to pay, so punishment grew crueller and execution more common.

During the Mercantilist period, roughly the seventeenth century, wars, hunger and
plagues reduced the population, while trade raised the demand for workers.
Labour became scarcer and wages increased. It was in this context that the
Enlightenment movement made punishment more humane and that
imprisonment emerged as a new venue to exploit forced labour.

In the Industrial Revolution, roughly the eighteenth century, mechanization made
workers abundant, wages fell and the reserve army of the unemployed swelled.
Forced labour was no longer necessary, and prison conditions became punitive
and grew harsher.

In America till the late nineteenth century, rapid industrial development,
abundant land and a relatively small population made labour scarce and wages
high. The crime scene accorded with Rusche’s hypothesis: criminal offences were
low; prison reform was in full swing; conditional sentences, parole and probation
were increasingly used; and scientists began to study the causes of crime and how
welfare policies can abate them.

Rusche also provided an interesting comparison between the United States and
Germany during the 1930s. In America, he said, massive unemployment and
weak unions drove wages down, causing the penal system to become more
overcrowded, brutal and repressive. In Germany, in contrast, the presence of
strong labour unions mitigated the decline of wages and helped moderate penal
sanctions.

Finally, Rusche was also prescient in predicting the use of concentration camps to
solve the labour shortages created by the rearmament drives of totalitarian
regimes.
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no objective way to separate productive from unproductive activity. The common
solution is to take a shortcut. Most Marxist analysts use the neoclassical price and
quantity estimates of the national account as proxies for Marxist labour values, and
they further assume that all surplus value originates in several sectors of the national
accounts that they classify as ‘productive’ (usually manufacturing, agriculture,
construction, mining and utilities).

This seems to us a theoretically problematic and historically outdated framework
on which to build an encompassing political economy of contemporary capitalism.
Does it make sense to trace the origin of all capitalist income to a shrinking sector that
currently accounts for a mere 10-20 per cent of all business activity, and that is likely
to get even smaller? And if penality in society is indeed driven by the exclusion,
alienation and marginalization of workers, shouldn’t this impact be mediated, at least
in part, through the rate of unemployment? Crime and punishment in capitalism
certainly need to be understood as part of the broader logic of accumulation. But in
our view, this broader logic can no longer be easily analysed with the ‘material’
categories of nineteenth-century sweatshops, abstract labour, productive capital and
the rate of exploitation.

Re-search

One way or the other, the empirical rejection of the Rusche thesis has been too hasty.
It seems to us that, at any point in time, penality should be proxied not by the overall
level of the correctional population, but by its rate of change. The reason is simple.
The overall level of the correctional population is determined by two factors: (1) the
cumulative results of past crime and punishment; and (2) current crime and
punishment that cause this cumulative result to increase or decrease. The current rate
of unemployment affects only the second of these factors; it influences not the past
levels of crime and punishment, but their current rate of change.

Figure 5 reflects this shift in emphasis, and the effect is dramatic. The figure shows
the same rate of unemployment as in Figure 4. But penality now is proxied not by the
level of the correctional population relative to the overall population, but by the annual
rate of change of this ratio. There are two important things to note in this chart.
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but only one murder. The key for our purposes, though, is that the two series are highly
correlated. And if this correlation also held prior to 1960, it implies that the U.S. crime
rate has followed a fairly stylized long-term cycle.

Bearing this cyclicality in mind, we can move to Figure 7. The thick black line in
the figure measures the serious crime rate per 100 people. The chart also shows the
intensity of punishment, proxied by the thin red line. If you look at Equation (2), you
can see that this intensity is measured in two steps. The first step is to compute net
change in the correctional population. For example, in 2010 the correctional
population fell by 157,000. This figure represents, for that year, the number of people
who were caught, tried and sentenced, less the number of those released. For 2010 the
net figure was negative — there were more people leaving the correctional system than
entering it. The second step is to divide this net change by the number of serious crimes
reported that year and multiply the result by 100. This computation gives us the net
change in the correctional population per 100 crimes. In 2010, this ratio was —1.5, which
means that for every 100 serious crimes, there were 1.5 people deleted from the
correctional population. By contrast, in 1998 the number was +3.2, which means that
for every 100 serious crimes, there were 3.2 people added to the correctional
population. Note that this is a ‘composite measure’ that reflects four different
processes: (1) the efforts and the effectiveness of the police; (2) changes in the legal
code; (3) the harshness of the courts; and (4) the release rate of those previously
sentenced.

The chart shows that the two measures — crime and the intensity of punishment —
are tightly correlated. Now, recall that, according to Rusche, crime and punishment
are both driven by conditions in the labour market — particularly unemployment — so
the correlation between them suggests we should examine their separate relationships
to unemployment.

Figure 8 shows the relationship between the serious crime rate and the
unemployment rate since the 1960s. In general, the data seem consistent with Rusche’s
hypothesis, at least until recently. They show the two processes to be moving in
tandem, rising until the 1980s and receding afterwards. But by the late 2000s, the
relationship between unemployment and crime seems to have broken down: while
unemployment has risen sharply, the crime rate, instead of increasing, has continued
to drop.

Figure 9 shows the relationship between the intensity of punishment and
unemployment. And the patterns here are similar to those in Figure 7. There is a
positive relationship between unemployment and the intensity of punishment, with
both rising till the 1980s and falling afterwards. And here, too, the relationship inverts
in the late 2000s: while unemployment rises dramatically, the intensity of punishment
drops sharply and indeed becomes negative (note in particular the late 1990s). Note
that the short-term correlation since the 1980s is looser than before; but even in this
looser correlation, the divergence between the series in the late 2000s stands out
clearly.
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power. And because this humane energy lies outside the logic of capital as power, it
cannot be examined and analysed — let alone predicted — by that logic.

Now, on the face of it, this portrayal seems consistent with your suggestion: if we
think of dominant capital as represented by what the Occupy movement calls the 1%
and the underlying magma of humanity as proxied by the remaining 99%, can we not
treat the theory of capital as power as the political economy of the 1%?

Unfortunately, the answer is not as simple as it may seem. Our framework seeks
to research, theorize and negate the way in which the ruling class creoders — or creates
the order of — the capitalist mode of power. And in that respect, it certainly resonates,
atleast in spirit and motivation, with the anti-systemic Occupy movement, particularly
with those who emphasize autonomy and direct democracy. But we need to bear in
mind here that the capitalist ruling class is not the same thing as the 1%, and that its
mode of power cannot be reduced to a simple contrast between rich and poor.

Begin with the numbers. Who are the 1%, and who are the 99% that the Occupy
movement calls “We’? Strictly speaking, the 1% consists of the top income earners and
asset holders in society. If we were to rank every individual according to what he or
she earns and owns and set the top percentile as our cut-off point, those above that
point will constitute ‘the 1%’, and the 99% below it will comprise the “We’'.

This, though, is not the only possible division. We can use any other cut-off point.
For example, we can contrast the top 0.1% with the bottom 99.9%, or the top 10%
with the bottom 90%, etc. These divisions are obviously all arbitrary, so their associa-
tion with the ruling class is loose to begin with. More importantly, these divisions are
usually used not to examine the structure of power or the ways in which this power is
imposed, but to accentuate the contrast between the ‘rich’ and the ‘poor’. Most com-
monly, they are marshalled to show that the top strata of society have ‘access to re-
sources’ and live lavishly, while the bottom strata lack such access and are left to feed
on the crumbs.

This focus on ‘rich versus poor’ is not accidental. The Occupy movement is largely
a reaction to the current systemic crisis. The movement decries the outcome of the cri-
sis, but, so far, it has had little or nothing to say about the causes of the crisis, let alone
on what can be done about them. And this reaction is hardly unique. Note that the
present systemic crisis started not in 2008, but in 2000 or even earlier, and that it was
accompanied, from the beginning, by increasing counter-systemic reverberations. The
reverberations were first felt in 1998 (a year after the 1997 Asian Crisis) with the anti-
globalization demonstrations in Seattle; they continued with the growth of the ecolog-
ical movement; and they spread further with the recent popular uprisings in the Middle
East and elsewhere. However, so far, these counter-systemic movements, although full
of energy, remain acts of protestation. They abhor the apparent injustice, inefficiency
and corruption of the system, but they do not offer a meaningful alterative to that sys-
tem. They point their finger at greedy corporations and financial intermediaries that
‘mismanage’ our resources and highjack our future; they accuse governments of being
corrupt, complacent, or simply unable to regulate the ‘excesses’ of the system; and they
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What brought this regime into being and made capitalists its rulers? How had this
regime developed? What would come in its place? To answer these questions was to
decipher the underlying forces that shape change and resistance to change, to discover
the mechanisms that stabilize and transform social reality, to lay bare the rules that gov-
ern the broad contours of social action and its historical evolution. To answer these
questions, in other words, was to understand the nature of power in society.

The secret to such an understanding, Marx argued, lies in production and, specif-
ically, in its relationship to labour. Following Hegel, Marx saw labour as a deeply
dialectical process. Labour enables human beings to discover their subjectivity and
manifest their societal existence — but it is also the means through which they are being
controlled by and subjugated to others. In capitalism, the worker creates goods and
services, yet the capitalist uses those goods and services against their own creator. In
this way, labour becomes the chief leverage of societal power — as well as the leading
agent in the abolition of that power.

According to Marx, the engine of the capitalist regime is the exploitation of indus-
trial-productive workers. The capitalist extracts the surplus labour of these workers —
which he then ploughs back into production in the form of accumulated capital with
the sole purpose of extracting more surplus labour in order to accumulate more capital.
The process gains momentum through incessant technical change and increasingly
‘rational’ means of organizing production and consumption. Industrial workers and
machines get entangled in a Gordian Knot that makes them increasingly productive
and profitable. The stock of capital grows in volume and value, and that growth em-
powers its capitalist owners, disempowers the workers and fuels the class struggle be-
tween them. Around this skeleton of industrial production, exploitation and struggle
grows the political, legal and cultural fabric of capitalism. And the totality of these
relationships is what Marx calls the capitalist mode of production.

Now, on the face of it, this portrayal suggests two important similarities between
Marx’s view and our own theory of capital as power. First, both frameworks are con-
cerned 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 hu-
man relations in capitalism; whereas for us the question is how power relations — in-
cluding the power relations between capitalists and workers (although not the Marxist
relations) — are capitalized to creorder, or create the order of, this very totality. Second,
both theories see capital accumulation as the key mechanism of social power — and 7o
more. Capital is a means of control, not an agent of creation. In and of itself, capital is
barren. Societal creativity — the transformation of nature and society for the good life
— is the work of productive labourers (in Marx) and of the social hologram less the
capitalists and their power apparatus (in our theory).

But underneath the similarities there is also a crucial difference. For Marx, capital
is logically and historically conditioned on labour, and specifically on wage labour:
without wage labour, there could be no surplus value and therefore no capital and no
capitalism. By contrast, in the theory of capital as power, wage labour is a critical
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component — but not the only critical component — in the emergence of capitalism.
Furthermore, the importance of wage labour lies not in the surplus value it supposedly
generates, but in its relation to the reification of force. Capitalism, our theory argues,
is a system of capitalized power, and the wage contract is the institution that quantifies,
commodifies and eventually helps capitalize the direct power of capitalists over work-
ers.

During the early stages of the bourgeois revolution, the relationship between own-
ers and workers dominated the power structure of the European bourg. The wage con-
tract helped depersonalize and abstract this structure. By making labour a vendible
commodity, it relieved owners of any responsibility for their workers beyond the daily
wage, it gave workers a mobility that feudalism forbade, and it anchored both in a new
morality of liberty and opportunity. The wage contract first appeared in warfare (the
hired soldiers of the communes) and then in production (the ‘blue nail’ cloth workers),
and as the institution spread, the ability of capitalists to constantly and flexibly creor-
der the nature and overall architecture of their power increased exponentially. The
wage contract forced workers to become ever more efficient in ways that slaves and
serfs could never be made to be; it helped capitalists divide and conquer workers when
the latter attempted to organize and resist; and it enabled the bourgeoisie to leverage
the power embedded in this new structure in their struggle to topple the feudal regime.

But the power enabled by the wage contract, although crucial in the early stages
of the bourgeois revolution and still very important today, is only one aspect of capi-
talist power at large. Not only has the power of capitalists over workers expanded be-
yond the labour day and into consumption, leisure, culture and politics, but capitalist
power more generally has now penetrated every corner of society, from ideology and
the genetic code, to the law, politics and international relations, to the future of the
environment and the very survival of humanity.

To see the crucial implications of this difference between exploitation in produc-
tion and power at large, we need to examine Marx’s argument more closely before
returning to the theory of capital as power. The starting point is valuation. Because
capitalism is a system of commodities, and because commodities — and the social
groups behind them — are related through prices, any general theory of capitalism must
rest on a theory of value. Marx based his own theory of value on labour time — and
more specifically, on socially necessary abstract labour time. The exchange value of com-
modities, he said, depends on the average productive labour needed to make them (the
socially necessary aspect), and this socially necessary labour, he continued, can be
measured in universal (read abstract) units. In this way, the labour of productive work-
ers, properly socialized and abstracted, becomes the elementary particle on which the
entire logic of capitalism rests.

This quantitative aspect of the theory —i.e., its reliance on the magnitude of socially
necessary abstract labour time — is the heart and centre of Marx’s scientific socialism.
Marx claimed his theory to be superior to the bourgeois alternatives, partly because it
did something they couldn’t: it objectively derived the rate of profit — the quantitative
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as human bodies (the workers of the United States); or as knowledge (the inventions
and innovation of GE). But regardless of its form, the essence is always the same: an
ability to create goods and services that generate utility (in the liberal version) or use
value (in the Marxist one).

Our own view is very different. Capital, we argue, is not productive capacity but
commodified power. As a legal ownership construct symbolized in financial terms,
capital stands outside the process of production. It has no role in industry, broadly
understood, and it therefore cannot create jobs or output, by definition. If anything,
the impact of capital on these categories is entirely negative. In order for capital to
accumulate, its owners have to strategically sabotage, restrict and inhibit the creative
faculties of humanity below their full potential. This suppression serves to augment
the wealth of those who administer it, but the increase is entirely redistributional; it is
achieved by curtailing the wellbeing of others, as well as of society at large.

To understand the problem with the conventional view, we need to go back to the
Europe of the eighteenth and nineteenth centuries. During that period, a totally new
phenomenon appeared on the historical scene: growth. Until that time, the per-capita
levels of production and consumption and the so-called standard of living (however
measured) changed very slowly, if at all. There were occasional increases, but these
were usually offset by subsequent decreases. Life expectancy, health, energy use and
caloric intake, to mention a few key indicators, fluctuated within fairly narrow bounds.
And for as long as this stable pattern persisted — which means for much of human
history and prehistory — distribution was a matter of conflict and power: for some to
have more, others had to have less.

This imperative was removed with the emergence of growth. The early signs of
this growth appeared in the budding European bourgs in the first half of the second
millennium CE. But for a few hundred years, little of this growth spread to the pre-
dominantly feudal landscape, where inertia and stagnation prevailed. It was only in
the eighteenth century that growth started to gather momentum and gain the attention
of theorists and ideologues; and it was only in the nineteenth century that it became a
defining moment of human affairs — first in Europe and then in the world as a whole.

This change had a profound effect on the nature of redistribution. While society
had previously moved in a closed loop, now the skies were the limit. It seemed that,
for the first time ever, it was possible for everyone to have more — or at least for some
to have more without others having less. And this possibility has kept theorists and
ideologues debating the question ever since: who ‘deserves’ to get which piece of the
growing ‘pie’?

The answers, almost invariably, are anchored in production. Before the eighteenth
century, the ruling classes justified distribution mostly by religion: different social
groups were said to receive whatever the gods wanted them to have. But with the ap-
pearance of growth, the justification changed. The secular-scientific revolution intro-
duced a new mechanical cosmology, and the classical political economists — the new
theorists of society — fashioned their explanations along similar lines. Matter can
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Venice and Florence. These developments signalled the beginning of a totally new so-
cial order: an urban civilization that gave rise to a new ruling class known as the ‘bour-
geoisie’, an unprecedented civilian-scientific revolution and a novel culture we now
call ‘liberal’.

Because of the specifically European features of this process, the market came to
symbolize the negation of the ancien régime: in contrast to the feudal order which was
seen as collective, stagnant, austere, ignorant and violent, the market promised indi-
vidualism, growth, well-being, enlightenment and peace. And it was this early conflict
between the rule of feudalism and the aspirations of capitalism that later galvanized
into what most people today take as a self-evident duality: the contrast between the
state, or ‘politics’, and the market, or the ‘economy’.

According to this conventional bifurcation, the economy and politics are orthog-
onal realms, one horizontal and the other vertical. The economy is the site of inde-
pendence, productivity and well-being. It is the clearing house for individual wants
and desires, the voluntary arena where autonomous agents engage in production and
exchange in order to better their lives and augment their utility. By contrast, the polit-
ical system of state organizations and institutions is the locus of control and power.
Unlike the flat structure of the free economy, politics is hierarchical. It is concerned
with coercion and oppression and driven by command and obedience.

In this scheme, the economy — or more precisely, the ‘market economy’ — is con-
sidered productive (generating wealth), efficient (minimizing cost) and harmonious
(tending toward equilibrium). It is competitive (and therefore free). It seeks to increase
well-being (by maximizing utility). And if left to its own device (laissez faire), it aug-
ments the welfare of society (by sustaining economic growth and increasing the wealth
of nations). The political system, by contrast, is wasteful and parasitical. Its purpose is
not production, but redistribution. Its members — the politicians, state officials and
bureaucrats — seek power and prestige. They eagerly ‘intervene’ in and ‘monopolize’
the economy. They tax, borrow and spend — and in the process stifle the economy and
‘distort’ its efficiency. Sometimes, ‘externalities’ and other forms of ‘market failure’
make state intervention necessary. But such intervention, the argument goes, should
be minimal, transitory and subjugated to the overarching logic of the economy.

Piotr Dutkiewicz: So the ‘market’ serves the role of a new ideology for the bourgeoi-
sie?

Shimshn Bichler: Exactly. The portrayal I've just painted owes much to Adam Smith,
the eighteenth-century Scotsman who turned the idea of ‘the market’ into the key po-
litical institution of capitalism. Smith’s invention helped the bourgeoisie undermine
and eventually topple the royal-princely state, and that was just for starters. Soon
enough, the market became the chief ideology of the triumphant capitalist regime. It
helped spread capitalism around the world, and it assisted in the fight against compet-
ing regimes, such as fascism and communism. In the Soviet Union, where production
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was besieged by chaotic planning and accompanied by tyrannical rule, organized vio-
lence, open corruption and restricted consumption, the market symbolized the ‘other
life’. It was the alternative world of freedom and abundance. And this perception is
still hammered home by the ideologues of capitalism. In the final analysis, we are told,
there are only two options: the market or the Gosplan. If we don’t choose egocentrism
and liberty, we end up with planning and tyranny. And that is it. There is no other
alternative, or so goes the dogma.

The ideological basis of these arguments was bolstered in the late nineteenth cen-
tury by the official split of classical political economy into two distinct academic dis-
ciplines — political science and economics. The term ‘economics’ was invented by Al-
fred Marshall, the Cambridge University don who coined it to denote the new ‘mar-
ginalist’, or neo-classical, doctrine of political economy. Marshall, who wanted eco-
nomics to be a real science, gave it the same suffix as that of physics and mathematics.
He also wrote the first economics textbook (the definitive edition of which was issued
in 1890), where he set the rigid boundaries of the discipline, elaborated its deductive
format and articulated many of the examples that are still being used today.

Despite its aspirations, though, economics never became a real science, and for a
simple reason: it couldn’t. Science is sceptical. Unlike organized religion, which is in-
finitely confident, science thrives on doubt. It relies not on static ritual and unchanging
dogma, but on seeking novel explanations for ever-expanding horizons. It tries to un-
derstand, not to justify. Now, none of this could be said about economics. If anything,
we can say the very opposite: the latent role of economics was not to explain capital-
ism, but to justify it. When economics first emerged in the late nineteenth century,
capitalism was already victorious. But it was also highly turbulent and increasingly
contested by critiques and revolutionaries, so it had to be defended; and the ideological
part of that defence was delegated to the new priests of liberalism: the economists. In
order to perform their role, the economists have elaborated an intricate system of math-
ematical models. This system, they claim, proves that a free, totally unregulated econ-
omy — if we could ever have one — would yield the best of all possible worlds, by defi-
nition.

The conventional counterclaim, marshalled by many heterodox critiques, is that
neoclassical models may be elegant, but they have little or nothing to do with the actual
world we live in. And there is certainly much truth in this observation. But the ‘science
of economics’ is besieged by a far deeper problem that rarely if ever gets mentioned: it
relies on fictitious quantities.

Every science rests on one or more fundamental quantities in which all other mag-
nitudes are denominated. Physics, for example, has five fundamental quantities —
length, time, mass, electrical charge and heat — and every other measure is derived
from those quantities. For instance, velocity is length divided by time; acceleration is
the time derivative of velocity; and gravity is mass multiplied by acceleration. Now, as
a science, economics too has to have fundamental quantities — and the economists
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claim it does. The fundamental quantity of the neoclassical universe is the unit of he-
donic pleasure, or ‘util’.

Piotr Dutkiewicz : Can you explain this idea in more detail? How does the ‘util’ form
the basis of the neoclassical economic universe?

Shimshon Bichler: The answer begins with the conventional bifurcation of the econ-
omy itself into two quantitative spheres: ‘real’ and ‘nominal’. According to the econo-
mists, the key is the real sphere. This is the material engine of society, the realm of
tangible assets and technical know-how, the locus of production and consumption, the
fountain of well-being. The nominal side of the economy is secondary. This is the
sphere of money, prices and finance, of inflation and deflation, of speculative bubbles
and stock market crashes. Although highly dynamic, the nominal sphere doesn’t have
a life of its own. Its money magnitudes are merely reflections — sometimes accurate
sometimes inaccurate — of what happens in the real sphere. And the reflection is quan-
titative: the price quantities of the ‘nominal’ spheres mirror the substantive quantities
of the ‘real’ sphere.

Now, in the final analysis, all economic quantities are reducible to utils. The util is the
elementary particle of economic science. It is the fundamental quantity, the basic
building block everything economic is made of. The utils themselves, like Greek at-
oms, are identical everywhere, but their combination yields infinitely complex forms
that economists call ‘goods and services’. Every composite of the ‘real economy’ —
from the aggregate quantities of production, consumption and investment, to the size
of GDP, to the magnitude of military spending and the scale of technology — is the
sum total of the utils it generates. And the price magnitudes of the ‘nominal’ economy
— for instance, the dollar prices of an industrial robot (say $5 million) and a trendy
iPhone ($500) — merely represent and reflect the util-denominated quantities of their
respective ‘real’ quantities (whose ratio, assuming the reflection is accurate, is
10,000:1).

And, yet, and here we come to the crux of the matter, this util — this basic quantum
that everything economic is supposedly derived from — is immeasurable and in fact un-
knowable!

Nobody has been able to identify the quantum of a util, and I very much doubt
that anyone ever will. It is a pure fiction. And since all ‘real’ economic quantities are
denominated in this fictitious unit, it follows that their own quantities are fictitious as
well. To measure ‘real GDP’ or the ‘standard of living’ without utils is like measuring
velocity without time, or gravity without mass. (I should note here that a similar cri-
tique can be levelled against classical Marxism. The elementary particle of the Marxist
universe is socially necessary abstract labour. This is the fundamental quantity that all
‘real’ magnitudes are made of and which the nominal spheres (should) reflect — and
yet no Marxist has ever measured it.)
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So, just like in Andersen’s The Emperor’s New Clothes, everyone pretends. The stu-
dents, dazed by the endless drill of ‘practical’ assignments, do not even suspect that
their ‘computations’ are practically meaningless. Most professors, having graduated
from the meat grinder of neoclassical training, have had all traces of the problem safely
erased from their memory (assuming they were aware of it in the first place). And the
statisticians, whose job is to measure the economy, have no choice but to concoct
numbers based on arbitrary assumptions that nobody can either validate or refute. The
entire edifice hangs in thin air, and everyone keeps quite lest it collapse.

Piotr Dutkiewicz: So what you are saying is that one of the very few supposedly solid
foundations of our life — the notion that something ‘economic’ is measurable and thus
‘objective’ — is a fiction?

Shimshon Bichler: Yes. And this, mind you, is the dominant ideology that rules the
world.

Every cog in the corporate-government-military megamachine — from business
managers and state planners, through army officers and central bankers, to financial
analysts, accountants and tax experts — is hardwired to the conventions and rituals of
this doctrine. They are all conditioned by the same never-to-be-questioned mantras of
the capitalist matrix: that the economy is productive and politics parasitic; that the
market is equilibrating and the state destabilizing; and, of course, that we constantly
need to check the excesses of government, deregulate the economy and increase com-
petition.

So if we come back to your original question, I cannot characterize contemporary
reality in terms of its ‘economy’ and the ‘market system’. These are misleading cate-
gories to begin with. They force us into a rigid neoclassical template, block our vision
and stifle our imagination. They make creative thinking all but impossible. If we want
to transcend these barriers and think openly, the first thing we need to do is dispense
with these categories altogether.

And this is the time to do so. We live in a deep crisis, and deep crises can sometime
lead to an intellectual renaissance. They tend to foster critical thinking, generate novel
methods of inquiry and help us devise alternative forms of action. The Great Depres-
sion of the 1930s triggered such a revival. That crisis transformed the way we under-
stand and critique society: it gave birth to liberal ‘macro’ economics and anti-cyclical
government policy; it rejuvenated Marxist and other streams of radical thinking in ar-
eas ranging from political economy to philosophy to literature; and, by shattering
many of the prevailing dogmas, it allowed the mutual insemination of ideologically
opposing approaches.

Piotr Dutkiewicz: Some say that the 2007-2009 crisis was indeed a trigger for such a
reevaluation, but are we actually seeing any real change in the way the economy is
perceived?
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Shimshon Bichler: I don’t think so. One would have expected a revival similar to that
which followed the Great Depression in the current crisis, but so far the signs of such
a revival are nowhere to be seen. A small chorus of mainstream economists such as
Nouriel Rubini, Joseph Stilglitz and Paul Krugman have criticized their discipline. But
besides moral indignation and contrarian predictions, their critiques offer nothing that
is fundamentally new. The real disappointment, though, is the theoretical weakness of
the left. During the 1930s, radical movements and organizations were energized by
novel theories of capitalism and detailed platforms for its replacement. That isn’t the
case today. The anti-globalization, ecology and Occupy movements lack this source
of energy. They don’t have a new theoretical foundation to build on — and without
such a foundation, they find it hard to develop an effective critique of capitalism, let
alone a clear alternative that would come in its stead.

This weakness creates a vacuum that is increasingly filled by religious and radical
right movements. And with the global crisis ongoing and the ruling class tittering on
the verge of panic, there is a real possibility of a massive shift to the right, not unlike
that of the 1930s. I think that such a shift will be difficult to prevent, let alone counter-
act and reverse, without a totally new theoretical alternative.

2.

Piotr Dutkiewicz: In light of Shimshon Bichler’s insights into the ideological role of
economic theory, is it still relevant to talk about capital, capitalism, and capitalist cul-
ture? It sounds as if we are back in the nineteenth century.

Jonathan Nitzan: I think these terms remain relevant. Our world, of course, is rather
different from that of the nineteenth century, but it is still very much capitalistic. In
fact, it is more capitalistic that it ever was.

When we were growing up in the 1950s, we rarely heard words such as ‘capitalist’,
‘capitalism’ and the ‘capitalist regime’. They sounded like anachronistic remnants of
a bygone era. They might have been relevant to the cruel reality of Victorian England
that Marx experienced and analysed, or to old communist propaganda banners, but
not to the middle of the twentieth century. By the 1950s, Victorian England was a very
distant memory, and communist parties seemed to be losing their proletarian appeal
to the tide of rising wages. The terminology of classical political economy, having be-
come useless, sank into oblivion.

This was the heyday of the Cold War, and the dominant ideology emphasized the
wonders of ‘modernization’. The old colonial system was disintegrating, the Western
welfare-warfare state was expanding, and many workers no longer lived at subsistence
levels. Instead of the ‘class struggle’, the pundits started talking about an ‘affluent so-
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And both were marked by the scientific revolution from which they emerged: the de-
mand and supply of the liberals reproduced Newton’s forces of attraction and repul-
sion, while Marx’s historical laws of motion paralleled the new cosmology of the heav-
enly bodies; their equilibrium and disequilibrium tendencies replicated Newton’s du-
ality of inertia and force; and their analytical methods employed the new techniques
of calculus, probability and statistics.

However, by the late nineteenth and early twentieth centuries, the classical por-
trayal and analysis of capitalism no longer seemed valid. There were several reasons
for this growing mismatch. First, the rise and expansion of large organizational units
— from big business to big government to big unions — made it difficult to speak of an
atomistic society, let alone of its automatic regulation. Second, there emerged a whole
slew of new processes — from total war and the permanent war economy, through
large-scale government policies, to the growth of a ‘labour aristocracy’ and leisure
time, corporate management, inflation and large-scale financial intermediation — that
the classical political economists were completely unfamiliar with and that their old
theoretical schemes could not accommodate. Third, with the rise of fascism and Na-
zism, the primacy of class and production was challenged by a new emphasis on
masses, power, state, bureaucracy, elites and systems. And fourth, the objective/me-
chanical cosmology of the first political-scientific revolution was undermined by un-
certainty, relativity and the entanglement of subject and object. Science, including the
science of society, was increasingly challenged by anti-scientific vitalism and postism.

These developments resulted in a deep rupture: while capitalism has become ever
more universal, the unified theory that once explained it has disintegrated. Bourgeois
political economy has been divided and subdivided. Instead of a single study of capi-
talism, we now have a multitude of distinct disciplines — economics, politics, sociol-
ogy, psychology, anthropology, international relations, management, finance, culture,
gender, communication and what not — all trying to barricade their own turf and pro-
tect their proprietary categories. The same has happened with classical Marxism: what
once stood as a totalizing critique of capitalism has been fractured into a tripod of neo-
Marxian economics, a neo-Marxian critique of culture and neo-Marxian theories of
the state. And if this wasn’t bad enough, in between all the cracks emerged the rapidly
multiplying anti-science dogmas of ‘post-modernity’ that deny the possibility of a uni-
versal logic altogether.

Piotr Dutkiewicz: What would your solution be to these fragmented approaches to-
ward something that governs the very way we live, earn, spend, and accumulate?

Jonathan Nitzan. I think we can no longer rely on the prevailing theories and dogmas.
They are fractured and exhausted. If we wish to change society, we ought to embark
on a totally new path. And the first step in that path is to revolutionize the way we
understand capitalism. The grip of capital is universalizing, and so should our attempt
to comprehend and counteract it be. We need theories and research methods that are
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not disjoined and fractured, but encompassing and totalizing. And in devising these
theories and methods, we should focus not on the world of yesterday, but on the cap-
italist reality of today and, indeed, tomorrow.

3.

Piotr Dutkiewicz: Even neoliberals agree that we need to reinvent or reinforce politi-
cal economy, as we have lost a vital link between politics and the market. So what
should be the centrepiece of today’s political economy?

Shimshon Bichler: The centrepiece is still capital, but we have to think about it in a
totally new way. Capital is not means of production that generate hedonic pleasure as
the liberals argue, and it is not a quantum of abstract labour as the Marxists claim.
Rather, capital is power, and only power.

Note the emphasis on the word ‘is’. Capital, Jonathan Nitzan and I claim, should
be understood not in relation to or in association with power, but as power. This figura-
tive identity is very different from the conventional creed. Marxist and mainstream
analysts often connect capital with power. They say that capital ‘affects’ power, or that
it is ‘influenced’ by power; that power can help ‘augment’ capital, or that capital can
‘increase’ power, etc. But these are all external relations between distinct entities. They
speak of capital and power, whereas we talk about capital as power.

Further, and more broadly, we argue that capitalism is best viewed not as a mode
of production or consumption, but as a mode of power. Machines, production and con-
sumption of course are part of capitalism, and they certainly feature heavily in accu-
mulation. But the role of these entities in the process of accumulation, whatever it may
be, is significant only insofar as it bears on power.

To explain our argument, let me start with two basic entities: prices and capitali-
zation. Capitalism — as both liberals and Marxists recognize — is organized as a numer-
ical commodity system denominated in prices. The capitalist regime is particularly
conducive to numerical organization because it is based on private ownership, and
anything that can be privately owned can be priced. This basic feature means that, as
private ownership spreads spatially and socially, price becomes the universal numeri-
cal unit with which the capitalist order is organized.

Now, the actual pattern of this numerical order is created through capitalization.
Capitalization, to paraphrase physicist David Bohm, is the ‘generative order’ of capi-
talism. It is the flexible, all-inclusive algorithm that continuously creorders — or creates
the order of — capitalism.
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Piotr Dutkiewicz: What exactly is capitalization?

Shimshon Bichler: Considered most broadly, capitalization is a symbolic financial
entity; it is the ritual that capitalists use to discount risk-adjusted expected future earn-
ings to their present value. This ritual has a very long history. It was first invented in the
proto-capitalist bourgs of Europe during the fourteenth century, if not earlier. It over-
came religious opposition to usury in the seventeenth century to become conventional
practice among bankers. Its mathematical formulae were first articulated by German
foresters in the mid-nineteenth century. Its ideological and theoretical foundations were
laid out at the turn of the twentieth century. It started to appear in textbooks around the
1950s, giving rise to a process that contemporary experts refer to as ‘financialization’.
And by the early twenty-first century, it has grown into the most powerful faith of all,
with more followers than of all the world’s religions combined.

Nowadays, capitalists — as well as everyone else — are conditioned to think of cap-
ital as capitalization, and nothing but capitalization. The ultimate question here is not
the particular entity that the capitalist owns, but the universal worth of this entity de-
fined as a capitalized asset.

Piotr Dutkiewicz: And how does this mechanism of capitalization actually work?

Shimshon Bichler: Take the example of a capitalist who considers buying (or selling) an
Exxon share with expected annual earnings of $100. If the discount rate is 10%, or 0.1,
the capitalist will capitalize the asset at $1,000 (to verify, expected earnings of $100 on a
$1,000 investment represent an expected return of 10%, or 0.1). The expected earnings
themselves are partly objective, partly subjective. The objective part is the actual earnings
that will become known in the future, say $50. But the capitalist in our example expects
$100, meaning that he or she is overly optimistic. We call this over-optimism ‘hype’, and
this hype has a quantity — in this case, 2 (=$100/$50). If the capitalist were overly pessi-
mistic, with a hype of say %, the expected earnings would be only $25. The discount rate
is also made of two components: the normal rate of return — say the yield on relatively
safe Swiss governments bonds — and a risk assessment. In our case, the normal rate of
return may be 5%, but if Exxon is assessed to be twice as risky as Swiss government
bonds, the discount rate will be twice as high, at 10% (=2 x 5%).

Neoclassicists and Marxists recognize the existence of capitalization — but given
their view that capital is a ‘real’ economic entity, they don’t quite know what to do with
its symbolic appearance. The neoclassicists bypass the impasse by saying that, in princi-
ple, capitalization is merely the mirror image of real capital — although, in practice, this
image gets distorted by unfortunate market imperfections. The Marxists approach the
problem from the opposite direction. They begin by assuming that capitalization is en-
tirely fictitious — and therefore unrelated to the actual, or real capital. But, then, in order
to sustain their labour theory of value, they also insist that, occasionally, this fiction must
either inflate or crash into equality with real capital.
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It is a relationship between things. Consequently, power cannot be observed as such. We
know it only indirectly, through its effects. In religion, the power of the gods is revealed
through their alleged deeds and miracles, while in science power is revealed through its
measureable consequences. We know of gravity not by observing it directly, but by meas-
uring the quantitative relationship between mass and acceleration. Similarly with capital
as power: we know the power of owners indirectly, by the numerical magnitude of their
capitalization and the way in which it creorders society.

Piotr Dutkiewicz: And how does capitalist power creorder society?

Jonathan Nitzan: To answer this question, we first need to make a distinction between
the creative/productive potential of society — the sphere that the American political econ-
omist Thorstein Veblen called industry — and the realm of power that, in the capitalist
epoch, increasingly takes the form of business. This distinction is crucial not least be-
cause it goes counter to the conventional creed: in common parlance, industry and busi-
ness are synonyms, whereas for Veblen they were antonyms.

Using as a metaphor the concept of physicist Denis Gabor, we can think of the social
process as a giant hologram, a space crisscrossed with incidental waves. Each social ac-
tion — whether an act of industry or of business — is an event, an occurrence that generates
vibrations throughout the social space. However, there is a fundamental difference be-
tween the vibrations of industry and the vibrations of business. Industry, understood as
the collective knowledge and creative effort of humanity, is inherently cooperative, inte-
grated and synchronized. It operates best when its various events resonate with each
other. Business, in contrast, isn’t collective; it’s private. Its goals are achieved through
the threat and exercise of systemic prevention and restriction — that is, through what
Veblen called strategic sabotage. The key object of this sabotage is the resonating pulses
of industry — a resonance that business constantly upsets through built-in dissonance.

Business sabotage affects both the direction and pace of industry. The impact on the
direction of industry is so prevalent that we often don’t see it. The most obvious effect is
the progressive subjugation of billions of minds and bodies to the single-minded Moloch
of profit-making and the consequent stifling of individual and societal creativity. And
that is just the beginning. Consider the following examples: the systematic destruction
of public transportation in the United States and elsewhere in favour of the ecologically
disastrous private automobile; the development by pharmaceutical companies of expen-
sive remedies for concocted ‘medical conditions’ instead of drugs to cure real diseases
that mostly afflict those who are too poor to pay for treatment; the promotion by global
conglomerates of junk food in lieu of a healthy diet; the imposition of intellectual prop-
erty rights on societal knowledge instead of the free diffusion of such knowledge; the
invention by high-tech companies of weapon technologies instead of alternative clean
and renewable energies; the development by chemical and bio-technology corporations
of one-size-fits-all genetically modified plants and animals instead of bio-diversified
ones; the forced expansion by governments and realtors of socially fractured suburban



Capitalism as a Mode of Power | 223

sprawl instead of participatory and sustainable urbanization; the development by televi-
sion networks of lowest-common-denominator programming that sedates the mind ra-
ther than stimulates its critical faculties; the list goes on.

These and similar diversions permeate the entire structure of capitalism. They can
be seen everywhere — that is, provided we are willing take off our neoclassical blinkers.
And if we accounted for them all, we would have to conclude that a significant propor-
tion of business-driven ‘growth’ is wasteful, not to say destructive, and that the sabotage
that underlies this waste and destruction is exactly what makes it so profitable.

The other form of business sabotage is the impact it has on the pace of industry.
Conventional political economy, both neoclassical and Marxist, postulates a positive re-
lationship between production and profit. Capitalists, the argument goes, benefit from
industrial activity and, therefore, the more fully employed their equipment and workers,
the greater their profit. But if we think of capital as power, exercised through the strategic
sabotage of industry by business, the relationship should be nonlinear — positive under
certain circumstances, negative under others.

And that is exactly what the historical data tell us. In the United States, Great Britain
and Canada, for example, the share of capitalists in national income (measured by profit
plus interest) has tended to rise as growth accelerated and the rate of unemployment
declined — but only up to a point. After that point, rising growth and declining unem-
ployment — in other words, less sabotage — have tended not to increase but to reduce the
income share of capitalists!

The case of the United States is illustrative. In the 1930s, when the sabotage of in-
dustry by business was extreme and official unemployment hovered around 25%, the
share of capitalists in national income stood at around 11%. Then came the Second
World War, employment and production soared, and the income share of capitalists
rose to nearly 16%. But that was the peak. As the war effort continued, business sabotage
of industry was almost eliminated and unemployment fell to less than 2%. However, the
share of capital in national income, instead of rising as conventional political economy
would have predicted, dropped sharply, reaching a low of 12%, barely above its depres-
sion level. This situation was obviously unacceptable to capitalists; so after the war, sab-
otage was reinstated, unemployment rose to between 5 and 7%, and capitalists’ share in
national income soared to an all-time high of nearly 19%. It seems that ‘business as usual’
(high capitalist income) and the ‘natural rate of unemployment’ (the strategic level of
industrial sabotage) are two sides of the same capitalist coin. Perhaps this combination
is what economists have in mind when they speak about equilibrium.

Piotr Dutkiewicz: Can you further concretize the notion of capital as power? How is
this concept related to what economists call ‘profit maximization’? What does it tell us
that standard economics and other social sciences do not?

Jonathan Nitzan: Power is never absolute; it’s always relative. For this reason,
Shimshon Bichler and I argue, both the quantitative and qualitative aspects of capital
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accumulation have to be assessed differentially, relative to other capitals. Contrary to
the claims of conventional economics, capitalists are driven not to maximize profit,
but to ‘beat the average’ and ‘exceed the normal rate of return’. Their entire existence
is conditioned by the need to outperform, by the imperative to achieve not absolute
accumulation, but differential accumulation. And this differential drive is crucial: to beat
the average means to accumulate faster than others; and since the relative magnitude
of capital represents power, capitalists who accumulate differentially increase their
power — that is, their broad strategic capacity to inflict sabotage.

The centrality of differential accumulation, we claim, means that in analyzing ac-
cumulation we should focus not only on capital in general, but also — and perhaps
more so — on dominant capital in particular: that is, on the leading corporate-govern-
mental alliances whose differential accumulation has gradually been placed at the cen-
ter of the political economy.

The importance of this process can be illustrated by the recent history of the United
States. Over the past half century or so, differential accumulation by U.S. dominant
capital has advanced in leaps and bounds. In 1950, the average net profit per firm
among the top 100 U.S.-incorporated companies was roughly 1,600 times larger than
the average net profit per firm in the U.S. business sector as a whole; by 2010, this
multiple was fourteen-fold larger, at over 23,000!

This massive increase in differential accumulation quantifies the growing power
of U.S. dominant capital; the other side of this trend is the qualitative power processes
that differential accumulation quantifies and distils into a single magnitude. Much of
our work over the past three decades has been devoted to examining this quantitative-
qualitative underpinning of power, in the United States and elsewhere.

Piotr Dutkiewicz: Can you illustrate this type of analysis? How do its conclusions
differ from those of conventional social science?

Jonathan Nitzan: Let me take an example from the work Shimshon Bichler and I did
on the global political economy of the Middle East. Figure 1 depicts the differential
performance of the world’s six leading privately owned oil companies relative to the
Fortune 500 benchmark. Each bar in the figure shows the extent to which the oil com-
panies’ rate of return on equity exceeded or fell short of the Fortune 500 average. The
gray bars show positive differential accumulation — i.e. the percent by which the oil
companies exceeded the Fortune 500 average. The black bars show negative differen-
tial accumulation; that is, the percent by which the oil companies trailed the average.
Finally, the explosion signs in the chart show the occurrences of ‘energy conflicts’ — a
term we use to denote regional energy-related wars.
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Figure 1
The Petro-Core’s Differential Accumulation
and Middle East ‘Energy Conflicts’ %
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* Return on equity is the ratio of net profit to owners’ equity. Differential
return on equity is the difference between the return on equity of the
Petro-Core and the Fortune 500, expressed as a per cent of the return on
equity of the Fortune 500. For 1992-3, data for Fortune 500 companies
are reported without SFAS 106 special charges.

NOTE. The Petro-Core consists of British Petroleum (BP-Amoco since
1998), Chevron (with Texaco since 2001), Exxon (ExxonMobil since
1999), Mobil (till 1998), Royal-Dutch/Shell and Texaco (till 2000).
Company changes are due to merger. The Energy Conflicts include: the
1967 Arab-Israel war, the 1973 Arab-Israel war, the 1979 Iranian
Revolution, the 1979 first Israeli invasion of Lebanon, the 1979 Soviet
invasion of Afghanistan, the 1980 Iran-Iraq war, the 1982 second Israeli
invasion of Lebanon, the 1990-1 first Gulf War, the 2000 second
Palestinian Intifada, the 2001-2 U.S. invasion of Afghanistan and the
launching of the ‘War on Terror’ and the 2002-3 second Gulf War.

SOURCE: Fortune; Standard & Poor’s Compustat.

Now, conventional economics has no interest in the differential profits of the oil
companies, and it certainly has nothing to say about the relationship between these
differential profits and regional wars. Differential profit is perhaps of some interest to
financial analysts. Middle East wars, in contrast, are the business of international re-
lations experts and security analysts. And since each of these phenomena belongs to a
completely separate sphere of society, no one has ever considered linking them in the
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Shimshon Bichler: In light of what was said so far, I think that what we are experi-
encing now is not an ‘economic downturn’, or even an ‘economic crisis’, but a systemic
crisis: a crisis that threatens the very existence of the capitalist mode of power. This
crisis has been lingering for more than a decade. It started not in 2008, as most observ-
ers argue, but in 2000, and it shows no sign of abating.

Piotr Dutkiewicz: Can you further clarify what you mean by ‘systemic crisis’?

Shimshon Bichler: Let me take for a moment the viewpoint of the capitalists. As they
see it, the key barometer of success and failure is not the growth of production or the
level of employment, but the movements of the stock market. The stock market capi-
talizes their expected future earnings — and by so doing distils and reduces their collec-
tive view on the future of capitalism down to a single number.

Now, if we examine the history of the U.S. stock market, measured by the
S&P 500 price index, we see that, over the past century or so, capitalists were besieged
by four ‘major bear markets’. Each of these major bear markets was characterized by
a massive drop in prices, ranging between 50% and 70% in ‘constant dollars’. Note,
however, that these declines, although roughly similar in quantity, were very different
in quality. Each of them signalled a major — and unique — creordering of capitalist
power:

1. The crisis of 1906-1920 (-70%) marked the closing of the American frontier, the
shift from robber-baron capitalism to large-scale business enterprise and the begin-
ning of synchronized finance.

2. The crisis of 1929-1948 (-56%) signaled the end of ‘unregulated’ capitalism and
the emergence of large governments and the welfare-warfare state.

3. The crisis of 1969-1981 (-55%) marked the closing of the Keynesian era, the re-
sumption of worldwide capital flows and the onset of neoliberal globalization.

4. And the current crisis — which, as I noted, began not in 2008, but in 2000, and is
still ongoing (—50% from 2000 to 2009) — seems to mark yet another shift toward
a different form of capitalist power, or perhaps a shift away from capitalist power
altogether.

The current crisis is marked by systemic fear. Capitalists today are not just uncertain
or worried; they are scared. Their apprehension is not about this or that aspect of cap-
italism, but about capitalism’s very existence. Many of them now fear that the capital-
ist order itself may not survive, at least not in its current form.
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Piotr Dutkiewicz: What indication do we have that capitalists suffer from ‘systemic
fear’?

Shimshon Bichler: A key gauge of this systemic fear is the way in which capitalists
price their equities. The capitalization ritual is unambiguous: it instructs capitalists to
discount not the current level of profit, but its estimated long-term trajectory. So, under
normal circumstances, changes in stock prices should show little or no direct correla-
tion with changes in current profit — and, indeed, they usually don’t. But periods of
systemic fear are anything but normal. During such periods, capitalists doubt the sur-
vival of their system, and that doubt makes them lose sight of its future; with the cap-
italist future having become opaque, the ‘long-term profit trend’ loses its meaning; and
with no estimates of long-term profits, capitalists are left with nothing to discount.

In a capitalized world, the inability to capitalize is a mortal threat. So capitalists,
desperate for something to hang on to, abandon their sanctified reliance on the ex-
pected future and latch onto the present. Numbed by systemic fear, they discount not
the eternal long-term trend of profit, but its day-to-day variations. And that is exactly
what we observe in the current crisis: since 2000, equity prices, instead of moving in-
dependently of current profits, have tracked those profits remarkably closely.

This type of panic-driven breakdown is not unprecedented, though. It also hap-
pened in the 1930s. Much like today, capitalists in the 1930s were struck by systemic
fear; and much like today, they abandoned the capitalization ritual. Moreover, and
crucially, the reason for the breakdown was pretty much the same: in both periods,
capitalist power had become so great that capitalists lost confidence that they could
retain that power, let alone increase it.

Piotr Dutkiewicz: This claim seems counterintuitive: shouldn’t capitalists be more
confident the more powerful they become?

Shimshon Bichler. Only up to a point. Capitalist power is distributional, measured by
relative capitalization, so a capitalist group with $300 billion in net assets is three times
as powerful as a group with only $100 billion. Now, in beating the average and ex-
ceeding the normal rate of return, dominant capital accumulates differentially; and
since capital is distributional power, differential accumulation is the augmentation of
distributional power. Distributional power, though, is clearly bounded. No group of
capitalists, no matter how sophisticated and ruthless, can ever own more than every-
thing there is to own in society. Moreover, in practice, capitalist power is likely to stall
long before it reaches this upper limit.

The reason is rooted in the conflictual dynamics of power. Capitalists cannot stop
seeking more power: since capital is power, the drive to accumulate is a drive for more
power, by definition. But that very quest for power generates its own barriers. Power
hinges on the use of force and sabotage, so the closer capitalist power gets to its limit,
the greater the resistance this force and sabotage elicit; the greater that resistance, the
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more difficult it is for those who hold power to increase it further; the more difficult it
is to increase power, the greater the need for even more force and sabotage; and the
more force and sabotage, the higher the likelihood of a serious backlash, followed by
a decline or even disintegration of power.

It is at this latter point, when power approaches its societal ‘asymptotes’, that cap-
italists are likely to be struck by systemic fear — the fear that the power structure, having
become top heavy, is about to cave in. And it is at this critical moment, when capital-
ists fear for the very survival of their system, that their forward-looking capitalization
is most prone to collapse.

In the United States, this type of collapse was trigged first in 1929, and then again
in 2000. As we’ve shown in our work, in both cases the period preceding the collapse
was marked by distributional extremes: both in the late 1920s and in the 2000s, the top
10% of the U.S. population controlled nearly half the income. However, it is worth
noting that the underlying inequalities today are probably greater than they were dur-
ing the 1920s. To illustrate, by 2010, the national income share of capitalists (interest
and profit), of after-tax profit, and of the net profits of the top 0.1% of all corporations
(a proxy for dominant capital) were all at record highs, exceeding anything recorded
since 1929, the first year for which full national income data are available.

In order to increase and sustain this type of differential accumulation-cum-power,
dominant capital has had to inflict more and more threats, sabotage and anguish on
the underlying population. This damage has taken numerous forms, one of the most
striking of which is shown in Figure 2.

The solid line, plotted against the left scale, depicts the income share of the top
10% of the U.S. population. The dashed line, plotted against the right scale, measures
the ratio between the adult ‘correctional population’ and the labour force (the correc-
tional population includes the number of adults in prison, in jail, on probation and on
parole).

Although there are no hard and fast rules here, it is doubtful that this massive
punishment can be increased much further without highly destabilizing consequences.
And yet, the logic of differential accumulation dictates that redistribution and the ac-
companied increase in sabotage must continue. This clash between the imperatives of
capital as power and the instability it engenders explains why leading capitalists have
been struck by systemic fear. Peering into the future, they realize that the only way to
further increase their distributional power is to apply an even greater dose of violence.
Yet, given the high level of force already being exerted, and given that the exertion of
even greater force may bring about heightened resistance, they are increasingly fearful
of the backlash they are about to unleash. The closer they get to the asymptote, the
bleaker the future they see.












Capitalism as a Mode of Power | 233

These new data and the relative ease with which they can be accessed through the
internet offer research opportunities that earlier critical thinkers could only dream of.
However, I think we need to bear in mind that these databases have been conceived
and developed to serve the capitalist mode of power, not to undermine it. They are
geared toward the interests of accumulation, and, as such, they reflect the assumptions,
categories, methods and theories of neoclassical economics — the ruling ideology of
the accumulators. This fact serves to explain why Marxists have found it increasingly
difficult to distance their empirical analyses from those of their class enemy. Having
failed to develop their own statistical methods and corresponding data, they have grad-
ually been forced to use those of the neoclassicists. And by using these methods and
data, they ended up, often without noticing that they were doing so, validating the
very approach they seek to reject.

We need to get rid of all this baggage. To be radical means to go to the root, to
start from scratch. We need to develop new questions, new method, new categories,
new data and, finally, an entirely new mode of accounting. We need to re-draw the
capitalist map in a manner that will uncover and depict the logic and reality of capi-
talist power. We need to measure the aggregate and differential manifestations of this
power in different regions, countries and sectors and at different levels of analysis. We
need to identify the specific strengths and weaknesses of that power, so that we can
know how to resist and overturn it. And to do all of that, we need to revolutionize the
way we think, interrogate and investigate.

This kind of revolution demands an organizational Ctrl-Alt-Del. It requires a new,
autonomous research institute — a non-academic scientific organization that will be inde-
pendent of neoclassicism, Marxism and postism. The purpose of this research for-
mation will be to lay the empirical-theoretical groundwork for a new cosmology of the
capitalist mode of power, as well as a counter cosmology to help us creorder a humane
alternative.






The Scientist and
the Church



























244 | Aki and Friends

Logic, though, is not a static concept, he noted. It develops dialectically, together
with the changing historical context. In order for us to assess the merits of Marxism,
we need some retrospect. And it is only now, more than a century after Marx, that we
can begin to appreciate the contradictory manifestations of his theory.

Aki saw Marxism as a theory focused on private property, which, in our epoch,
appears as capital. Capital controls and stirs industrial production for the purpose of
accumulation. The accumulation process creates a class conflict between capitalists
and productive workers. The capitalists leverage the political regime in order to legiti-
mize exploitation and sanctify accumulation, while their workers, who witness their
own exploited labour accumulating against them, organize and resist. For Marxists,
the solution to this conflict is the abolition of private property and the socialization of
the means of production. But this solution, said Aki, creates a new problem.

Regimes that ‘socialized the means of production’ did not liberate the workers;
instead, they placed them under the control of state managers, technical experts, plan-
ners and public officials. Whereas labourers in capitalist countries submitted to the
market and the associated institutions of the capitalist state, their counterparts in Com-
munist countries were made to obey the Party, bureaucracy and military. The former
surrendered their autonomy to capitalist exploitation, the latter to bureaucratic oppres-
sion.

It took Aki some time to reach this conclusion. His political awakening began in
1951, as a sailor on one of the striking ships in the Haifa Seamen Revolt. On that ship,
he witnessed, first hand, the security forces attacking the strikers. He realized that the
police and the army exist to protect not the subjects, but the political regime that rules
those subjects. In the wake of this experience, he joined the leftist group of Moshe
Sneh and later MAKI — where he was soon introduced to the other side of oppression.

His political transformation continued with the 1953 workers’ revolt in East Ger-
many and the 1956 popular uprising in Hungary. Both movements were put down by
a Soviet bloodbath of violence and mass arrests. And in both cases, the Communist
parties kept silent.

The final wakeup call came with the 1968 Paris revolution. It was then that he
realized the problem is not one of choosing between ‘private’ and ‘public’ property,
but of attaining autonomy. Neither the greed-driven regime of private property nor the
power-driven regime of public property is able to emancipate human beings, and for a
simple reason: both are premised on excluding the vast majority of their subjects from
running their own society.

Capitalist theories are produced and imposed by a sect of know-it-all experts and
analysts with proprietary insight into the mysteries of the ‘economy’ and the secrets of
the ‘market’. The role of this sect is to protect the regime and its inner core of big
capitalists and top managers. The latter group controls and directs everything of im-
portance in the capitalist order — from technology and production, through desires and
ideology, to the planetary ecology and the fate of the human race. The members of this
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group are convinced that they serve the interests of society (conveniently equated with
their own).

Marxist theories, although very different from their capitalist counterparts, lead to
a similar result. They give rise to a small cadre of omniscient political functionaries
and pundits with superior insight into history’s ‘laws of motion’. These theoreticians
reputedly know the needs of humanity and how to fulfil them; they can identify the
required technologies and how to invent them; they cognize what constitutes proper
education and how the masses should live; they decide what infrastructure will be used
and whether to care for or ignore the natural environment. Moreover, they are con-
vinced that this insight is best imposed through violence, brainwashing and deceit.

The only solution, said Aki, is a revolution. We need an entirely new regime, one
that will be managed not by a narrow group of ‘free marketeers’ or ‘Gosplanners’, but
by society as a whole. It was this conclusion that eventually led him to Castoriadis’
historical philosophy of direct democracy.

The 1968 revolution in France showcased the practical potential of autonarchy.
There was no need for brainwashing or mass re-education, Aki observed. The idea
seemed almost natural. It spread rapidly and was accepted enthusiastically, as if it were
part of humanity’s ‘practical reason’. Methods of self-rule were tried with varying de-
grees of success in many different settings. They were implemented in industrial fac-
tories and government offices, schools and universities, regional assemblies and city
halls. They were even introduced into military units.

Eventually, the revolution fizzled out and died. Relieved by its demise, orthodox
historians and mouthpiece journalists were quick to dismiss it as ‘student riots’ and
statistical ‘disturbances’ that occasionally flare up on the margins of the established
order. But this depiction, said Aki, merely revealed the defensive mode of the powers
that be. The rulers of the world, both capitalist and socialist, know that they must keep
their grip over the masses, and in 1968 they came close to losing it.

The events of that year, said Aki, were truly revolutionary: they marked the first
modern manifestation of autonarchy. In this sense, the Paris uprising of 1968 was
more important than the Russian Revolution of 1917. It represented an entirely new
logic that threatens both capitalism and socialism and that will forerun the struggles of
the twenty-first century.

The Wandering Circus

Of course, none of this will happen automatically. Revolutionary ideas, said Aki, no
matter how logical and ripe for their time, do not suddenly pop up into the heads of
human beings. Not even in the era of ‘market forces’. Autonarcy imperils the regime,
and that means it will be fiercely resisted. The rulers, regardless of their gender, race
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her sole offspring becoming a Nazi, and the family soon moved to Palestine. Aki
would then describe how, during the great Palestinian Revolt of 1937, he and his
mother found refuge in the (now-ruined) Arab village of Lifta near Jerusalem; how, in
1946, he competed against and lost to the excellent Egyptian swimming team; how, in
1951, he found himself participating in a violent strike against the Israeli ruling class;
how, while studying mathematics and physics at the Hebrew University, he became
head of the Communist student cell; how he was expelled from the Communist Party,
and how his newly founded MATZPEN movement rattled the Zionist foreign propa-
ganda machine; how he stopped being a Marxist (at least according to the conven-
tional definitions); and how he joined the movement for autonarchy in the glorious
days of the 1968 revolution in Paris.

At that point, the spectacle would climax. To dramatize the moment, Aki would
slow down to recite, with a touch of pathos, the French strikers’ demands for self-
management. The strikers, he said, dismissed the ‘generous’ offers of the Gaullist re-
gime and the Communist Party. They had no interest in what was on offer:

‘We don’t want more bread; we want to run the bakery. . ..’

From here onwards, the emphasis would shift from stories to analysis, from an
alternative political history to the logic of direct democracy: ‘How can a society of
autonomous human beings’, he would ask, ‘collectively manage its social life for the
good of its members?’

Despite his Marxist mannerisms, Aki was a ‘technological determinist’. Human
history for him was driven, first and foremost, by scientific and technological develop-
ments; class wars, cultural revolutions and political changes were mostly the conse-
quences.

To make his point, he would search the many pockets of his old sailor’s coat,
eventually producing the victory gadget of autonarchy: a magnetic plastic card.

In Paris in 1968, he explained, the democratic logic of autonarchy was still ham-
strung by technological limitations. The many action committees, spread all over
France, lacked an effective communications infrastructure. They came up with many
different ideas, demands and goals, but they had no means of communicating them,
let alone putting them into collective practice.

‘But now’, his voice boomed, ‘the time has come!’

Waving the little plastic card, he would explain how instant interactive communi-
cations and reliable electronic encoding make autonarchy feasible — nationally and
perhaps even globally. We can now engage in long-distance mass discussion, debate
and secure voting — and that ability enables us to finally dispense with all functionaries
and go-betweens. There is no longer any need for dictators, ruling gangs, exploitative
oligarchies or four-year ‘representatives’. There is no reason to remain submissive for
years on end in exchange for a one-day holiday called ‘elections’.

The age of reason has arrived.
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A Chain of Stories

Over the past decade, Aki produced his books and articles on his own, without a pub-
lisher. He would print them at Beit Hanina in East Jerusalem and ‘distribute’ them in
person. His design and layout left much to be desired. The footnotes were often larger
than the text, the font would suddenly change, the pages were not always centred and
some editorial markings were left uncorrected. When we drew his attention to the aes-
thetic drawbacks, he seemed perplexed. ‘The important thing is the content, not the
form’, he said. ‘Those who recycle dogmas need snappy designs to catch the eye; I
don’t’. Sometimes he used approximate rather than definitive numbers. At others, the
evidence he marshalled would be imprecise. His critics used these oversights to attack
his underlying ideas, but Aki remained unfazed: ‘. . . history is not a random collection
of dates, events and numbers; it’s the understanding of processes. . . .” It was obvious
he couldn’t connect with the postists.

During the 2000s, his war effort for autonarchy intensified. There were more and
more anarchist groups in Israel, and Aki would eagerly address them in abandoned
warehouses, worn-out cafés and street demonstrations. His talks covered a wide range
of subjects and catered to different audiences. He would lecture to retired Yekkes (Jews
of German descent) on the history of modern physics and speak to high school students
on cosmology. No invitation was refused, and no audience was ever disappointed.
Aki’s creative fusion of autobiographical stories, history and theory kept them at the
edge of their seats.

There was, however, another set of stories — equally fascinating and politically
spicy, yet more personal — that Aki never shared in public. Over the years, we tried to
persuade him to put his tales into writing, and eventually he was swayed. In 2000 he
issued Hevzekim (Flashes) , followed in 2011 by its English version, Enlightening Disillu-
sionment.

As a youngster, Aki taught mathematics at Alliance Jerusalem, and he remained
a teacher at heart for ever afterwards. His Enlightening Disillusionment, written as a
chain of stories, is sparkling, funny, enchanting and hopeful. It encourages you to re-
think history, to examine it in a different way. The book recounts memories, thoughts
and deeds from his days in Palestine, Israel, Britain and France — and again in Israel.
Reading it, you can feel the real, humane story of the twentieth century bubbling up,
the historical logic, so often concealed and destroyed, emerging from the depth of a
forgotten memory.

It was like an anamnesis to us.

When we first read it, though, we noticed to our surprise that half of the stories he
had told us — and often the more juicy ones — were missing. We pressed him on this
point, and he finally confessed: he couldn’t write with malice about people — especially
not about his comrades, even if their roads had parted. His book does not retell the
splits within MATZPEN and his disputes with some of his friends (including his break
with Machover after Aki had abandoned Marxism). There is nothing on hard drugs.
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There is no mention of difficult political experiences and disappointments. There is no
reference to mistakes and regrets, and there are no personal or intimate tales. Even the
‘bad’ stories — for example, the bitter disappointment with and expulsion from MAKI,
or the confrontation with the Zionist-Israeli establishment at home and abroad — are
told without bile or ill will. There is no sabre rattling with former enemies, no settling
of accounts, no gloat.

On Simplicity and Proportions

Jonathan Nitzan: To be with Aki was to be immersed in stories. It was so from the very
moment I met him. We had barely exchanged a few sentences before he asked me:
‘What turning point in your life made you a Marxist? Was it a political event? Some-
thing you participated in or witnessed? Was it a book you had read or a story you had
heard? Was it a movie, or maybe a play?’ He was eager to hear my story.

But usually it was the other way around: Aki would be the storyteller and I the
listener. I was not used to this ancient art of communication. The assertive telescreen
and know-all internet have destroyed this art, and very few people engage in it nowa-
days. I was therefore amazed to see it practiced so charmingly and creatively by this
vibrant elder.

In his own democratic bubble, Aki became my Socrates. His stories encouraged
me to ask questions, to seek different paths, to look for what the Greeks called a
‘method’.

My work with Shimshon has carried us into many uncharted territories. We ex-
plored the evolution of the Israeli ruling class and its accumulation through crisis; stud-
ied the political economy of Israeli inflation; traced the connections between the
‘Weapondollar-Petrodollar Coalition’ and Middle East ‘energy conflicts’; and exam-
ined the transnational capitalization of Israel and the region. Recently, we began to
sketch an alternative history of the capitalist mode of power, going back to its origins
in fourteenth-century Europe. Aki often disagreed with our theoretical claims and his-
torical writings, but he enthusiastically encouraged us to pursue them. He was always
eager to engage new hypotheses, to hear of new research trajectories, to learn of new
facts.

The thing that impressed me most about him, though, was his quest for simplicity.
A short story is very much like a scientific claim or a mathematical equation: it is an
effective way of making a point. Until the appearance of science and the emergence of
formal logic, stories were the main venue through which people shared their thoughts
and feelings. They told their stories not for utility or profit, but for beauty and enlight-
enment. And as Aki demonstrated so beautifully, the most enlightening stories are
often the simplest.

My visits to Israel always included meetings with him. In one of those trips, on
the day of my departure back to Canada, he called me to ask if he could come over. ‘I
want to bring you a present’, he said. I was staying nearby, less than ten minutes by




Aki and Friends | 251

car from his home; but Aki, known for his philosophical driving, took a full hour to
arrive. When he finally emerged from his beat-up vehicle, he had a huge envelope in
his hand and a mischievous smile on his face. Slowly, he pulled out from the envelope
an equally large photograph and presented it to me. It was entirely black — save for
tiny white dots spread here and there. ‘Do you remember the spacecraft Voyager, the
one propelled in 1977 out of the solar system?’ he asked. ‘Well, this is one of the pic-
tures taken from the Voyager, and this tiny white dot — right here — is planet Earth! T
want you to take this photograph with you, for the future. It will help you keep things
in proportion. . ..’

That picture still hangs over my desk.

But even proportions have to be kept in proportion. And that lesson, too, Aki
managed to convey with typical simplicity.

The Pythagoreans, he said to us one afternoon as we were sitting in a Jaffa beach
café watching the sunset, saw every magnitude in the universe as a ‘rational number’:
a ratio — or ‘proportion’ — of two integers. Their approach seemed totalizing and en-
compassing, applicable everywhere in the cosmos. According to their logic, the dis-
tance between any two numbers — say 1 and 2 — is ‘populated’ by an infinite number
of rational numbers. To see that this is the case, divide the distance by two to obtain
another rational number (in this case, 1'2). Repeating this division again and again
will produce more and more rational numbers. Eventually, after an infinite number of
divisions, there will be ‘no more room’ left to squeeze in anything else.

It turns out, though, that this seemingly all-embracing logic is rather partial. The
distance between 1 and 2 indeed contains an infinite number of rational numbers. But
as the Pythagoreans themselves came to realize, regardless of how tightly we ‘pack’
these rational numbers together, there exists in the interstices between them a parallel
world, equally infinite in size yet entirely different in logic — the universe of irrational
numbers.

In other words, we can think of the same space as constituted, simultaneously, by
two or more distinct ‘realities’, each with its own valid principles. This ability to im-
agine multiple co-existing logics is as beautiful as it is emboldening. It gives courage
to break the envelope, to negate the dogma, to come up with a different way of think-
ing.

That ability allowed Democritus to invent the atom as a way of reconciling the
frozen universe of Parmenides with the fluid world of Heraclitus. It enabled Hegel and
Marx to contest rationalism and positivism with dialectical thinking. It opened the
door for David Bohm to conceive the infinite ‘enfoldments’ of physical reality and for
Cornelius Castoriadis to invent the ‘magmas’ of signification.

And it had a similar effect on us. It led us to think of capitalism as operating with
two separate logics and therefore in need of two separate languages. The liberals offer
a language based on utility, profit and capitalization, while the Marxists impose the
language of labour and surplus. But each of these languages is all-encompassing, and
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that singularity is potentially misleading. We need to think not of one, but two inter-
twined logics: the logic of power and conflict pitted against the logic of creativity and
cooperation; the dominant in-your-face world of profit and accumulation versus the
underlying hidden world of resistance and transformation; the language of order
against the language of creorder.

Is this not the anamnesis that Aki helped us rekindle?

The Scientist and the Church

Shimshon Bichler: Aki loved to read and talk about books. He read everything — from
science and history to literature and mysteries. Good books, of any kind, exited him.
Innovative books set him on fire. He discussed them with great passion and often with
much originality.

A conversation with Aki was a dialogue in the Greek sense of the term. It had
nothing combative or acrimonious about it. Contrary to the ‘discursive’ fashion of the
postists, Aki never tried to confuse, manipulate or humiliate his ‘opponent’, to trick in
order to ‘win’. He conversed in order to foster understanding, to shed light, to help
create something new. A dialogue with him was always open-ended. You never knew
what you were going to get. Although old and half-deaf, he was more intellectually
alert than most young people I know. It was a pleasure to visit him, and we dropped
by as often as we could. His welcome was always joyous. There was never a hint of
reservation. We would be invited to sip exotic coffee, to enjoy a box of dried dates, to
try some homegrown grass.

He was the antithesis of an academic.

Conversations with academics are usually empty and boring. They tend to revolve
around power relations, nominations, backstabbing and intrigue. They thrive on bad
laughter. I have never had an academic provide me with a clear outline of a book he
had read, let alone with what he had learned from it. I am yet to meet a single academic
who would eagerly engage me with his research or hypotheses. What I usually hear is
smearing, gossip, personal anecdotes and nasty commentary on theorists (but not their
theories) — along with upbeat stories about vacations tied to conferences and other
perks of the trade.

Aki engaged in none of these banalities. He was a true scientist. Original and cre-
ative, he knew to appreciate novelty and was quick to endorse it. He was excited by
new technological inventions and loved to play with new gadgets.

But, above all, he was humble. He never demanded intellectual copyright — or, in
fact, any rights at all. His position on this issue (which predated the Creative Commons
movement) excited us. It suggested a way to undo the sabotage on knowledge. His
books were preambled by an open challenge, a declaration of the creative-scientific
spirit:
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1t is permitted to copy, duplicate, photograph, record, translate, store in a knowledge base
and distribute this book, in whole or in part, in any form and by any means . . . without
written permission from anyone, on condition that the reproduction not be for profit and not
distort the spirit of the text. . . .

Note that Aki wrote ‘permitted’, but what he really meant was ‘recommended’.

Iwas deeply embarrassed one day in 2004 to see him standing outside a subsidized
academic conference, selling/giving away his self-published books.

The conference was pompously titled ‘Against the Current’. Organized by slick
Hebrew and Arab academics, it spoke highly of the Palestinian protests and the need
for a different kind of democracy.

I queried one of the organizers on why they hadn’t invited Aki to give a talk. The
professor looked at me with pity: . . . Aki knows little about Greek democracy, and
he has limited familiarity with Palestinian history. His books are simplistic and full of
inaccuracies. This conference is for experts. . ..

The inventor was facing the Golem. . . .

And Aki? He couldn’t care less. He was perfectly content to have young students
buying his books. Those who were unable to pay received them for free. In fact, the
way I know Aki, if it weren’t for the embarrassment, he would have gladly paid the
students to read his books. He was like Pythagoras, the first scientist, who bribed his
pupil to love mathematics.

Self-Consciousness and Autonomy

During the 1960s, Aki read cosmology for a PhD at King’s College in London (where
his classmates included future mathematical physicist Roger Penrose and cosmologist
Stephen Hawking). Later, he enrolled in the first computer science course in the world.
Both fields contributed to his life-long interest in ‘artificial intelligence’. Usually, this
field is subsidized by the rulers in the hope of tightening their control over their subjects
and substituting obedient machines for unpredictable workers. Aki’s approach was the
very opposite. He thought that studying ‘artificial intelligence’ might shed light on self-
consciousness, and that such an understanding could lead to autonomy and help
emancipate human beings from their rulers. He once told us that, fifty years ago, he
had started working on an algorithm to make a machine recognize itself. ‘I'm still
working on it’, he added.

The last story in Enlightening Disillusionment, titled ‘Suicide?’ deals with this issue.
The year is 1953, and Aki is sailing to Africa aboard a cargo vessel. In one of the ports,
the crew members buy rhesus monkeys. Most are infants and die within days. But one
adult female survives. Her owner ties her to a long rope on the deck, but she bites
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Neoclassical and Marxist value theories carry the unmistakable marks of Lavoi-
sier’'s Law of Conservation of Matter. In both, the supposed ‘conversion’ of utils and
abstract labour into prices is a conversion of equivalents, a transformation from one
quantitative ratio to another quantitative ratio. To illustrate: if a software programme
generates, at the margins, 100 times the utility of a loaf of bread, or requires, on aver-
age, 100 times the abstract labour to produce, then, if nothing else intervenes, their
corresponding price ratio will be 100:1. But that conversion doesn’t really work.

The problem is easily exposed. Well-meaning economists repeatedly interpret the
short-term rise of a certain price ratio as ‘proof’ of a corresponding increase in the
underlying ratios of marginal utilities; or the long-term decline in another price ratio
as ‘evidence’ for a parallel drop in the ratio of abstract labour. But that is going in
reverse. The real task is to move from utility and abstract labour to prices; that is, to use
changes in utility or abstract labour to explain changes in prices. Unfortunately, so far,
nobody has been able to do so — simply because no one has ever been able to define,
let alone measure, the basic particle called ‘util’ or the elementary unit called ‘abstract
labour’.

Our own power theory of value is fundamentally different. The price system, we
argue, is a quantitative map. It describes, in the language of capital, the relative power
of owners to shape the social process. According to this logic, Bill Gates, with assets
worth $25 billion, has 25 times the power of a capitalist whose assets are worth $1 bil-
lion, and 2.5 million times the power of a worker whose assets are worth $10,000.

Of course, this quantitative ‘architecture of power’ stands on qualitative social foun-
dations. And here lies a fundamental difference between the utility and labour theories
of value on the one hand and our own power theory of value on the other. The former
theories are similar in claiming that there is an ‘intrinsic equivalence’, an equivalence
that enables the conversion of one quantitative ratio to another; they are also similar
in that both fail to show that this equivalence exists. By contrast, our own power theory
of value argues that there is no intrinsic equivalence in the first place. Power relations
are qualitative, not quantitative. Under capitalism, these qualitative power relations

broader development of history. But that view never led him to treat science merely as a matter
of fashion and power. He truly believed he could create a new science, one that would both
debunk conventional political economy and explain the reality of capitalism.

Now, that reality could not possibly be understood without understanding prices. To argue
that Marx was not concerned with prices is to argue that his key theses about capitalist develop-
ment — including the tendency of the rate of profit to fall, the immiseration of the proletariat,
and the tendency of capitalism to generate recurrent profitability crises — were meaningless gib-
berish. These tendencies can be expressed only in terms of price ratios. To theorize them is to
theorize prices, and that is precisely what Marx did.

The fact that he erred in trying to ‘mechanically’ anchor prices in labour value is secondary.
It certainly requires no cover-up or apology. Many eighteenth and nineteenth century physicists
now seem dated, if not irrelevant. Yet, without their breakthroughs physics would not have been
where it is today. The same is true for Marx’s labour theory of value. This was the first theory
to put the study of society on a systematic footing. If it were not for the stifling influence of the
Soviet Union, the spirit of that theory would likely have kept Marxism a vibrant science.
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do ‘take’ the quantitative form of relative prices; but the ‘conversion’ occurs not nu-
merically, as the neoclassicists and Marxists suggest, but speculatively.

Because neoclassicists and Marxists separate the qualitative world of power from
the quantitative world of value, their logic is inherently dualistic: an ‘economic’ sphere
distorted or supported by a sphere of ‘politics/ideology’; a ‘real’ world of production
and consumption reflected in or delinked from the ‘fictitious’ world of finance; an ideal
‘equilibrium’ versus the earthly deviations of ‘disequilibrium’.

The neoclassicists imagine an ‘economic’ world (‘the market’) whose equilibrium
is constantly upset by the external intervention and distortions of ‘political’ forces.
With the Marxists, the bifurcation is between a productive ‘base’ on the one hand and
a ‘superstructure’ of state, politics, the law and ideology on the other. The base and
superstructure are causally connected, with the precise nature of that connection de-
pending on the specific version of Marxism (orthodox, neo-Hegelian, neo-Marxist,
structuralist, culturalist, etc.). In all versions, however, the two spheres are merely con-
nected, and therefore inherently distinct.

For the neoclassicists, under conditions of general equilibrium the ‘real’ world of
production and consumption is accurately reflected by the ‘nominal’ world of money
and finance. For the Marxists, the correspondence is far from perfect. ‘Real’ value is
created only by productive labour under the auspices of productive capital. But this
value, when converted into prices, gets partly re-distributed to the other fractions of
land owners, commercial enterprises and particularly ‘fictitious-financial’ capital (as
well as to unproductive workers). This conversion and redistribution in turn enables
the speculative ‘delinking’ of finance from production, accentuating the already im-
perfect association of the ‘nominal’ and ‘real’ spheres.

In the neoclassical scheme, forceful expansion, conquest and war are statist-polit-
ical processes, with only spurious connection to markets. In Marxist theory, particu-
larly in its neo-Marxist variants, expansionism, conflict and imperialism are intimately
related to the ‘economic’ process and, specifically, to the production and realization
of the economic surplus.

This latter notion of ‘economic surplus’ is fundamental to the Marxist duality of
politics/economics. All Marxists, regardless of their particular inclination, seem to be-
lieve in its existence. Surplus is the basis of class society and the origin of all capitalist
sins. As such, the surplus is essentially a deviation, a negation of a ‘natural state’ of no
surplus. In the absence of surplus there is obviously no conflict over its distribution,
and therefore no politics. If there is no surplus, there is no need to ‘absorb’ it; there is
no need for a state to legitimise it; no point of having capitalist fractions and shifting
political alliances squabble over its appropriation; no reason for imperialism and war
to broaden its extraction; no necessity to regulate and deregulate its production; no
imperative to alter fashion and brainwash consumers; no reason for race discrimina-
tion and gender hierarchies.

The attempt to overcome these dualities has gradually fractured Marxism into nu-
merous schools and sects, each with its own founding father, proprietary vocabulary
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and off-limits. Each group offers its own solution to these dualities. There are the
Marxist-Leninsts, the neo-Ricardians, the Gramscians, Kaleckians and Althusserians.
Some swear by Poulantzas, while others believe in Minsky or take their cue from
Braudel. There are those who wander further, hanging their faith on more fashionable
fusions such as Foucault, Lacaan, Deluse & Guattari and Hardt & Negri. And, of
course, there are the eclectic, such as Retort, who take whatever ‘link’ they can get.

Our power theory of value is different. Instead of linking the dualities, it breaks
them from the start. We do away with ‘surplus versus harmony’, with ‘politics versus
economics’, ‘real versus nominal’, ‘equilibrium versus disequilibrium’. Instead, we ar-
gue that, at any point in time, the conversion of qualitative power into quantitative
accumulation reflects the consensus of the ruling capitalist class — formed against op-
position — regarding the structure of power and its expected future trajectory. The
quantitative price system provides the language through which capitalists think about
and express their power. It is the language with which they calculate success, failure
and action. It is the language that they impose upon the rest of us. The way to analyse
this ‘conversion’ is to describe changes in the qualitative processes and institutions of power
on the one hand, and to contrast these changes with the quantitative process of differential
accumulation and relative price movements on the other.

This methodology underlines much of our research on capital accumulation; it
underlies our theory of inflation and stagflation; and it forms the basis of our specific
analysis of oil prices and how these fit into the broader global political economy.

The Scarcity Thesis: Prices and Power

Starting from our power theory of value, we argue in our work that oil prices cannot
have anything to do with ‘scarcity’ (i.e., with a difference between supply and demand
denominated in utils). We similarly reject the possibility that such prices can have an-
ything to do with labour values. Instead, we claim that oil prices — like all other prices
— are a reflection of the ‘architecture of power’, and that their dynamic movements
represent changes in power.

Our work on oil, which was first published in the late 1980s, articulates these pro-
cesses in considerable detail. It demonstrates — rather persuasively in our view — the
speculative conversion of qualitative power processes and institutions into relative
movements of oil prices and differential oil profits. It shows how the appearance of
‘scarcity’ was institutionally created through Middle East conflict and war; it analyses
how such ‘scarcity’ was destroyed through peace between countries and strife among
OPEC members and the oil companies. To the best of our knowledge, no one has
written anything similar on the subject.

And yet, for the Retort authors this is all their analysis. ‘Our view’, they say with
little hesitation, ‘is that scarcity and price — the twin sisters of Malthusian pessimism —
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occurs under competitive conditions; and its outcome is optimal, by definition. There-
fore, any additional force — whether political, cultural or ideological — is by definition
‘exogenous’ and by extension superfluous and damaging.

In the Marxist case, the state — and the sphere of politics, ideology and culture
more generally — provides the institutional, organizational and intellectual support for
the economic base of accumulation. But, in and of itself, this support is limited to de-
fending and sometimes ‘regulating’ accumulation. It is not ‘productive’ of value and
therefore cannot create new surplus and add new capital. In that sense, it remains in-
herently separate from the economic category of capital.

We see it differently. Since capital is a form of power, it is, by its very definition, a
political institution. Capital is not affected by politics; it is, in itself, the dominant —and
increasingly encompassing — form of politics.

This viewpoint underlies our analysis of the oil arena. Profit and accumulation, we
argue, are premised on the existence of what Veblen called ‘strategic sabotage’. They
presuppose the creation and institutionalization of ‘scarcity’. They are the quantitative
manifestation of the qualitative politics of power.

Of course, the ‘making of scarcity’ and the concomitant accumulation are not al-
ways easy to achieve (and ‘scarcity’ itself is not an eternal ‘law of nature’ but a histor-
ical/political institution). During much of the 1950s and 1960s, the oil companies
watched oil become more and more ‘abundant’. The reason was not that oil had be-
come more available physically; it was rather that the centrifugal political forces of
rivalry among the key actors proved stronger than the centripetal political forces of
cooperation. If the accumulation of oil profit was to be revived, the entire political
structure of accumulation had to be transformed. This requirement was the backdrop
for what we call the politicization of oil.

As noted, this logic, based on a notion of capital as power, is orthogonal to both the
Marxist and liberal views where capital is merely affected by power. For the neoclassi-
cists, the relative profits of the oil companies represent the utils generated by oil but
distorted by regional politics and production monopolies; for the Marxists, they are
counted in units of abstract labour socially necessary to extract this oil, boosted by the
very same politics and structure of production. In our own work, these differential
profits are the manifestation of politics; they are the quantitative representation of the qual-
itative politicization of oil.

To reiterate, this latter view can be reconciled with neither the neoclassical nor the
Marxist theories. But the Retort authors, oblivious to the fine theoretical differences,
continue to dispossess and absorb this view into their infinitely elastic ‘Marxist tradi-

tion’:

Retort #6: ‘Oil prices declined through- Nitzan and Bichler: ‘The relentless
out the 1960s, as the unrelenting search search for new reserves, along with the
for reserves, new upstream technolo- incessant proliferation of new technol-

gies, and fresh infusions of oil from ogy created a constant menace of excess
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the bottom line of domestic contractors. We call this process the commercialization of

arms exports.

The final piece in the puzzle was the new source of financing for the weapon trade:

Middle-East oil. Until the early 1970s, the primary destination of global arms exports

was South-East Asia. But the politicization of oil, the attendant ‘energy conflicts’

(fuelled by imported weapons), the resulting ‘oil crisis’ and the happy surge in OPEC’s
oil revenues conspired to shift the focus. Soon enough, the Middle East became the

world’s leading market for imported weapons.

The research, theorization and integration of these processes yield a highly con-

trarian picture. For the Retort authors, however, this is all common knowledge. They

summarize it in their (our?) own words:

Retort #7: ‘OPEC’s politicisation of the
oil sector took place in conjunction
with the commercialisation of the arms
industry. In the 1950s, 95 per cent of US
armament exports had been provided
as foreign aid. By 2000, the figure had
fallen to a quarter. . . . Following a
wave of mergers and consolidations in
the 1990s (overseen and promoted by
the Defense Department), the largest 20
US contractors had been reduced to
four: Boeing, Northrop Grumman,
Lockheed Martin and Raytheon. Their
sales now account for $150 billion, and
they control a vast proportion of state
contracts. Net profit in the sector, as a
share of the total net profit of the For-
tune 500, doubled (to 10 per cent) be-
tween 1965 and 1985. This extraordi-
nary growth could not be sustained
even by US levels of military Keynesi-
anism: it required foreign purchases
and, specifically, Third World buyers’.

Nitzan and Bichler: The attendant polit-
icisation of oil [came] together with the

parallel commercialisation of arms ex-
ports. . . . During the 1950s, when arms
exports were still seen as a matter of for-
eign policy, up to 95 per cent of U.S.
foreign military deliveries were fi-
nanced by government aid. Over time,
though, with the line separating state
from capital becoming less and less
clear, the proportions changed, and by
the 1990s only 30 per cent were given as
aid. . . . During the 1990s [the Weapon-
dollar—Petrodollar Coalition] spent
much time and effort trying to regroup
and consolidate through corporate
amalgamation, usually with full gov-
ernment backing. . . . In 2000, there
emerged a clear pack of five leaders:
Lockheed Martin . . . Boeing . . . Ray-
theon . . . General Dynamics . . . and
Northrop-Grumman. . . . Figure 5.2
presents the net profit share of the
Arma-Core within dominant capital.
The data show that, following the Vi-
etnam War, this share had doubled to
10 per cent by the mid-1980s, up from 5
per cent in the mid-1960s. . . . Clearly,
if these firms are to keep their produc-
tion lines open, they can never rely
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growth’, and both were convinced that such growth required ‘cheap energy’. Both ex-
pected the invasion of Iraq to reclaim the oil fields and undermine OPEC, making
petroleum plentiful and inexpensive. Both were very wrong.

There were of course also some uniquely Marxist claims. Some writers, such as
David Harvey, asserted that the new imperialism represented ‘accumulation-by-dis-
possession’, a claim that many Marxists, including the Retort authors, echo with great
conviction. But what does ‘dispossession’ really mean?

What exactly is being ‘dispossessed’? Before the invasion of Iraq, there was a near-
consensus that the purpose was to physically confiscate the oil fields in order to flood
the world with oil. This confiscation has not happened. Furthermore, Iraqi oil produc-
tion has dwindled to a trickle, with the blessing of its new U.S. administrators (who
are now de facto members of OPEC).

Before the invasion, the experts were convinced that the war would be financed
by dispossessed Iraqi oil. Now it is suddenly obvious that the dispossessed are mainly
the U.S. taxpayers and foreign creditors who foot the bill.

Before the invasion, some argued that the war was motivated by the desire to stop
the slide of the dollar, perpetrated by Iraq’s threat to denominate its oil trade in euros.
But if so, why has the U.S. administration formally abandoned its hard dollar policy?

Who are the ‘dispossessors’? The usual suspects include big business, the oil com-
panies and the Bush-Cheney Cabal. And, indeed, all have gained from the war — but
mostly for the wrong reasons. Cheaper oil was supposed to make the world safer and
more profitable for capitalists in general and U.S.-based companies in particular. It
didn’t work that way. By making oil significantly more expensive, the war is now
threatening the world with revived stagflation (stagnation combined with inflation).
Yet, instead of crying foul over an invasion gone awfully wrong, dominant capital
seems rather happy to see the threat of deflation dissipated, pricing power restored and
differential profit margins fattened.

A similar twist applies to the oil companies. Supposedly, their aim was to break
OPEC and take over the Iraqi fields. They have done neither — yet their net profits
have quadrupled (from roughly $30 billion globally in 1999, to an estimated $90 billion
in 2005). And how did that happen? It happened because the war failed to archive its
‘objective’, causing the price of oil to soar rather than fall. This outcome may seem
confusing — but only because ‘dispossession theory’ attributes to the oil companies
goals they probably never had. The interest of the oil companies is profit, and in the
oil business profit depends not on high output but on high prices. There is nothing
better than an ‘infinite war’ to achieve that latter objective — particularly if the hostili-
ties help invigorate the scapegoat OPEC.

Finally, we have the Halliburtons and Bechtels of the Bush-Cheney cabal. They
certainly benefited from the latest cycle of destroying and rebuilding Iraq. But, then, if
they were the sole cause of the Iraqi adventure, do we really need Marxist dialectics to
explain it?
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Le Dernier Cri: ‘Overaccumulation Crisis’

The Retort authors inform us that ‘“Military neo-liberalism” is the formula appropri-
ate to the current capitalist moment, and to the politics of oil’. We confess to not know-
ing what ‘military neo-liberalism’ means. We are also unsure why it is appropriate to
the ‘current capitalist moment’ and to the ‘politics of oil’. But we are willing to learn.
Maybe these logos do have some historical-dialectical contents worth ‘deconstructing’.
So let’s unpack these banners.

According to the Retort authors, ‘military neo-liberalism’ is capitalism’s response
to a ‘crisis of overaccumulation’ (our emphasis). The ‘over’ prefix in overaccumulation
suggests the existence of a ‘natural’ state of accumulation, a benchmark of ‘normal’
accumulation that the ‘actual’ rate of accumulation can exceed or fall short of.

But what exactly is this ‘normal’ accumulation? Is there a single historical example
of such accumulation? What type of accumulation qualifies as ‘normal’ in a capitalism
riddled by ‘power’, ‘force’, ‘dispossession’, ‘primitive accumulation’ and ‘imperial-
ism’? Since this latter capitalism no longer obeys the labour theory of value, in what
units should we count the accumulated capital — whether ‘over’ or ‘normal’?

It is indeed ironic that, of all students of society, Marxists should be talking about
‘normal’ accumulation. Their own dialectical method should warn them that there
could be no such thing. Only pre-class societies can be ‘normal’ and ‘natural’. Perhaps
California, where the Retort authors live, was once home to such societies. But since
the arrival of Stanford and his Pacific Quartet, the main hallmark of normal accumu-
lation has been precisely its abnormality. That, in any event, is what the scriptures
would say.

The sad truth is that most present-day Marxists — although by no means all — have
not the slightest clue as to what ‘capital accumulation’ means, theoretically or empiri-
cally. They have no idea how to separate ‘primitive accumulation’ from ‘expanded
reproduction’, how to distinguish ‘productive’ from ‘unproductive’ labour, how to dif-
ferentiate ‘actual’ from ‘fictitious’ capital, how to convert ‘concrete’ to ‘abstract la-
bour’, or how to deal with ‘depreciation’. Most do no empirical work at all. They are
not familiar with even the basic data about accumulation, whether ‘real’ or ‘financial’.
They do not know how these data are computed, the assumptions that underlie their
computation, or how these assumptions stack against the labour theory of value. Most
of their empirical assertions are based on the research of mainstream academics, finan-
cial analysts or the business press — research that they are happy to convert, with a few
strokes on the keyboard, into self-evident ‘Marxist’ conclusions. There are a select few
who do empirical research — some of which is highly insightful — but even they rarely
venture beyond the categories of mainstream macroeconomics and the data provided
by the capitalist national accounts.
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This is the proper frame [a la Retort] for understanding what has happened in
ITraq. It is only as part of this neo-liberal firmament [we admit to not knowing
what ‘neo-liberal firmament’ means], in which a dominant capitalist core has
begun to find it harder and harder to benefit from ‘consensual’ market expan-
sion or corporate mergers and asset transfers, that the preference for the mili-
tary option makes sense.

And how exactly will the ‘military option’ compensate for the lost consensus? Through
anew slogan: ‘accumulation-by-dispossession’. And how does this dispossession func-
tion? Elementary: by making oil plentiful and cheap. But isn’t oil now five times more
expensive than it was in 19997 Yes, of course it is! In doublespeak ‘cheap is always
more expensive’. The dialectic of capitalist inner contradictions eventually creates the
conditions for its own demise. So, does that mean that capitalism is about to collapse?
Yes and No. War is Peace. Ignorance is Strength. . . .

New Imperialism or New Capitalism?

Since the late 1980s, we have published works that challenge Marxism on its own turf.
Our claims are meant to elucidate rather than obfuscate; they are spelled out clearly,
without foggy double meanings; they include concrete predictions. We argue that,
over the past century, capitalism has fundamentally changed. To understand this trans-
formation, we offer a new, power theory of value that contests both the utility and
labour theories of value.

The theory emphasizes the primacy of disaggregation, redistribution and differential
accumulation; it focuses on the power processes that underlie overall social develop-
ment; it offers a new logic of capital accumulation and capitalist development; it sug-
gests new ways of studying the capitalist state and the inter-state arena.

Based on our power theory of capital, we have conceived of and analysed two
basic regimes of differential accumulation — breadth and depth. The breadth regime is
powered by corporate amalgamation and capital flow; it occurs in the context of pro-
letarianization, green-field growth and relative political stability. The depth regime is
fuelled by redistribution through stagflation; it occurs in the context of inflation, stag-
nation, political instability, crisis and military conflict.

We have studied how the cyclical pendulum of these two regimes emerged, devel-
oped and related to one another. We have dissected the empirical gyrations of these
regimes in the United States and elsewhere. We have analysed their broader political-
economic causes and consequences. We have examined how they pan out in relation
to the more secular development and contradictions of state/capital, liberalism/mili-
tarism, growth/stagflation, corporate warfare/cooperation, peace and war and the
global political economy of oil and armament.

Using this analysis, we predicted that the long breadth cycle that started in the
1980s was approaching an end. Global capitalism, we wrote in the late 1990s, was
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ready to revert to a depth cycle, accompanied by stagflation, crisis and conflict. We
further stated that stagflation and conflict, should they develop, would likely boost
differential accumulation by the world’s leading dominant capital groups.

At the time, these claims were largely ignored or simply treated as off-the-wall
nonsense. It was well-known that the last thing capitalists wanted was inflation; that
stagflation was an anomaly best forgotten; and that the world had long moved from
war profits to peace dividends.

We further argued that, if and when it came, the skiff from breadth to depth, or
from mergers and acquisitions to stagflation, would likely centre on oil and the Middle
East. This claim emerged from integrating our work on ‘energy conflicts’ and oil crises
into our broader analysis of regimes of differential accumulation. In 1996, we pre-
dicted that the next ‘energy conflict’ would erupt following a drop in differential prof-
itability of the oil companies. When the U.S. invaded Iraq in 2003, we wrote that,
contrary to the prevailing consensus, the move was intended to destabilize the region
and raise the price of oil, and that it would succeed on both counts.

Again, these claims were treated with a mixture of indifference and disdain. It was
well-known that wars were made by ‘policy makers’, not petroleum companies; that
the invasions of Afghanistan and Iraq were meant to tranquilize the fundamentalists
and stabilize the Middle East; that the U.S. was keen on dismantling OPEC and flood-
ing the world with cheap oil in order to invigorate ‘growth’ and boost ‘accumulation’.

Our analyses were branded as ‘economistic’, ‘mechanistic’, ‘deterministic’, ‘posi-
tivist’ and ‘perfunctory’. We were scolded for our ‘arrogance’, warned against ‘cutting
ourselves loose’ from the protective embrace of the ‘Marxist tradition’. Learned mag-
azines and journals, some very much on the left, rejected our submissions as ‘unsubtle’
and insufficiently tuned to the ‘complexities’ and ‘dialectics’ of the situation. Only a
few, mostly fringe publications, were willing to risk their reputation with our wild
propositions and predictions.

But in the end, it is hard to argue with the facts (although perhaps not for Retort;
they know how to convince the evidence). It is a fact that the new wars did come on
the footsteps of differential decumulation by the oil companies; it is a fact that these
companies were very much involved in planning the coming conflicts; it is a fact that
the price of oil has quadrupled and that the profits of the oil companies are in the
stratosphere; it is a fact that the global merger wave has collapsed, deflation dissipated
and stagflation resurfaced as a real threat. And, suddenly, it is also a fact that — as of
now — the experts have ‘said it all along’.
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But the times, they are a-changin’. The unpleasant reality demands ‘revisions’ to
the theory. And, so, without much commotion, the lines are switched. What was ri-
diculous only a few years ago is now suddenly part of the dogma. Soon enough, it is
posted on the front pages of the London Review of Books.

Obviously, no sensible editor would wish to expose such a racket, particularly one
soaked in plagiarism. Within three days, we received a polite reply:

May 18, 2005

Dear Jonathan Nitzan and Shimshon Bichler,

Iread ‘The Scientist and the Church’ with interest and would be very happy to publish
a 1000-word letter setting out your argument in our next issue, which goes to press at
the end of the month.

Best wishes,

Mary-Kay Wilmers

It was unwise to reject us outright (there was a potential legal matter here). But
there was no need to try too hard, either. It was enough to offer us ‘some’ space. One
thousand words in the Letters to the Editor section seemed more than sufficient to
keep us contained.

To be on the safe side, the editor also passed on our cover letter and article to the
Pacific Quartet. In no time they sent us an affidavit, full of pretentious modesty. You
could almost sense the panic:

May 18, 2005

Dear Professor Nitzan: I am enclosing a letter from RETORT, the authors of the
‘Blood for Oil?’ article published in the London Review Books, written in response to
your recent communication with the editor. I am afraid I have no email for Professor
Bichler but I presume you can forward a copy to him. We all look forward to your
response.

Michael Watts
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Dear Jonathan Nitzan and Shimshon Bichler:

We received from the London Review of Books your long argument, which at least in
some major respects concerns our piece ‘Blood for Oil?” which appeared in the April
21st issue of the LRB. We are deeply distressed and dumbfounded at your response,
in particular because the LRB piece was a heavily edited (by LRB) version of one
chapter (the only chapter on oil) from our just-published book from Verso Afflicted Pow-
ers: Capital and Spectacle in a New Age of War in the full version of which we repeatedly
feature, fully credit and highly praise your otherwise unjustly ignored work.

The main problem with the LRB piece is that in its extensive and rigorous edit of the
original chapter, to fit the journal’s length constraints and house style, LRB excised all
our annotations, including the considerable recognition of and citation to your work
which appears in our full ‘Blood for Oil?’ chapter. In the section of the book’s chapter
(pp. 67-72) which deals directly with your theses, we are explicit that we are rehearsing
your work and endorsing the originality and power of your argument, directly citing
you six times, and beginning the section with a reference that reads: ‘We are deeply
indebted to the brilliant analysis of the political economy of oil offered by Jonathan
Nitzan and Shimshon Bichler in The Global Political Economy of Israel’. We begin the
following section by saying ‘We take our distance here from Nitzan and Bichler’s anal-
ysis’, once again announcing that what had preceded was a rehearsal of your work, not
something we claimed as our own. Finally, in our bibliographic Endnote, we say flatly
‘The best political economy of global oil is Jonathan Nitzan and Shimshon Bichler,
The Global Political Economy of Israel’. It is terribly unfortunate that you had seen none
of this when you read the LRB piece.

Moreover, nowhere in the book do we claim or even suggest that the Blood for Oil?
chapter contains original research by us on the material conditions of oil, or purports
to be a study of oil within academic or ‘policy’ social sciences. In other words, the
book’s chapter in no way ‘competes’ with your exhaustive empirical work or with your
original analytical work. Instead, the book as a whole makes clear that it is intended
as a political intervention concerning the current state of global politics, of which the
commonly-held Blood for Oil thesis is an unavoidable piece. The ‘Blood for Oil?’ chap-
ter is just one part of a much larger polemic, an argument about the state of the world,
which inevitably must consider work done by many oil ‘experts’, prominently includ-
ing you (in contradistinction to most writing on oil which conspicuously ignores your
work). Again, because you only saw the edited version of the chapter in LRB, you
missed, crucially, this contextual setting of the chapter.

Finally, we also understand your complaint about the LRB piece as part of a long-
festering struggle you have been fighting within left academic/intellectual communi-
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ties over recognition of your work. Although we strongly disagree, as the rest of Af
flicted Powers makes patent, with what seems to be your inclusion of us in the world of
Marxist orthodoxy which has excluded you from official circles of debate about oil
and capital, it seems that your (mis)placing of us within that wider struggle has pro-
vided much of your animus here. The sad irony is that in ‘Blood for Oil?” we were
attempting to do our part to draw your tremendous work out of the shadows, not con-
sign it deeper. (And ultimately we believe that Afflicted Powers will wind up sending
many people to your work who would otherwise not have known of or been drawn to
it.)

Of course, you may well disagree with our substantive arguments in the full ‘Blood for
Oil?’ chapter, and indeed with the conclusions we draw from your work. We would
welcome such commentary from you. But we hope that you will first read the full
Afflicted Powers — we have asked Verso to get you a copy as soon as possible — before
you make any assessment about its relationship to your work. We count ourselves
among your great admirers, and are sure that this admiration and the extent of our
debt to you is fully (almost fulsomely) acknowledged in the book. Regardless of what-
ever you will have to say by way of substantive criticism of our treatment of the Blood
for Oil hypothesis, we very much doubt that, when you see Afflicted Powers as a whole,
you'll go on believing us to be part of the extended claque of Marxist orthodoxy, and
that you will then respond within the spirit of comradeship with which we drew upon
your work. We are on the same side.

On behalf of Retort.

Leyland Stanford would have been proud of such sleek disciples. The Retort Quar-
tet is utterly sincere (‘deeply distressed and dumbfounded’). It was all one big misun-
derstanding, they insist (‘sad irony’, ‘terribly unfortunate’). Regrettably, the editors of
the London Review of Books weeded out the numerous credits (‘excised all our annota-
tions, including the considerable recognition of and citation to your work’). By con-
trast, the book overflows with recognition. It states clearly that Retort merely repro-
duces our work (‘we are explicit that we are rehearsing your work and endorsing the
originality and power of your argument’). Furthermore, when it comes to oil, Afflicted
Powers has no claim for originality in the first place (‘nowhere in the book do we claim
or even suggest that the Blood for Oil? chapter contains original research by us on the
material conditions of 0il’). No doubt, ‘we are on the same side’.

But, then, the story sounds a bit too compelling. Editors can certainly do nasty
things to manuscripts. We know it from our own experience. In most cases, though,
the authors have to approve the final galley proofs before the paper goes to print. Is it
possible that the London Review of Books first ‘excised’ all of Retort’s annotation and
then published the truncated version without Retort’s approval? The easiest way to find
out is to ask:
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May 20, 2005

Dear Mary-Kay Wilmers:

We received the enclosed letter from Michael Watts. In this letter, Mr. Watts claims
that the LRB ‘excised all our annotations, including the considerable recognition of
and citation to your work’. We would appreciate if you could kindly clarify for us
whether the final proofs of ‘Blood for Oil?” were approved by the Retort authors.

Cordially,

Jonathan Nitzan and Shimshon Bichler

A few days later we received her unambiguous reply (our emphasis):

May 26, 2005

Dear Jonathan Nitzan,

Yes, the final proofs for 'Blood for Oil?' were approved by Retort.

I hope you can see your way to writing a letter setting out your argument: perhaps a
correspondence in the LRB would be the most effective way of airing your disagree-
ments with Retort's position.

Best wishes,

Mary-Kay Wilmers

Joseph Goebbels used to say that if you tell a big enough lie and keep repeating it,
people will eventually come to believe it. This insight proved a fitting basis for post-
modernists on which to build their booming business of ‘narratives’, ‘mass communi-
cation’ and ‘virtual’ piracy.

In her email, the editor made another attempt to minimize the damage, trying to
have us air our ‘disagreements’ with Retort via ‘correspondence’. We admit to being
somewhat surprised with the terminology. We did not know that, in politically correct
newspeak, plain theft has become ‘disagreement’. Better wait for Afflicted Powers.
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The Stamp of Property

The main difference between Chapter 2 of Afflicted Powers and the article in the London
Review of Books is the language. In their article, the Retort authors tend to plagiarize
our claims in the ‘abstract’. Occasionally, they use the prefix ‘in our view’; but, for the
most part, they simply provide the explanation or assertion, leaving it to reader to
connect the obvious dots to Retort. Their book chapter is far less subtle. Here, the
Retort authors stamp their proprietary claims all over the plagiarized text. Consider
the following illustrations, with our emphases added:

In our tally, the Blood for Oil argument might mean that the war was
launched for any (or all) of the following reasons, or through some concate-
nation of them. (p. 50)

How, then, do we position oil [original emphasis], and the global reach of the
supermajors, in our interpretation of the Iraqi invasion? (p. 55)

How, then, does this history affect the Blood for Oil argument in the case of
Iraq? In brief, we go on to argue the following. First, there was no shortage,

or impending shortage, of oil during the time war was in the planning state.
Second, war was in no sense a structural or strategic necessity; indeed it rep-
resented a high-stakes gamble, not least for the oil industry itself. There was a
record — long and ignominious — of proven alternatives to military force, as
the recent history of both imperial and American oil reveal. And third, as we
have stated previously, a narrow focus on oil gua commodity cannot grasp

the larger capitalist complex of which oil is a constituent part. (p. 59)

We begin with the specter of shortage. . . . OQur view is that scarcity and price
— the twin sisters of Mathusian pessimism — provide no ground on which the
Iraq war can or shod be located (p. 59)

In our view, the very formulation of the Blood for Oil hypothesis concedes
too much to this magical point of view. As we have said before, it substitutes

oil (as one sector or industry) for a dominant capitalist core, and fixes on the
character of a single commodity at the expense of the systematic imperatives
of capital in general. (p. 67)

‘Giving Full Credit’: A Case Study of Referenced Plagiarism

We now arrive at Retort’s saving grace, the section of their book that supposedly ‘deals
directly’ with our theses (Section VI, pp. 67-72). This is where Nitzan and Bichler are
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first mentioned (cited ‘six times’); it is where the Retort authors are ‘explicit’ that they
are merely ‘rehearsing’ our work; where they endorse ‘the originality and power’ of
our argument; where they declare their ‘indebtedness’; where they ‘fully credit and
highly praise’ our ‘otherwise unjustly ignored work’.

As already noted, the Retort authors ‘deal’ with our work not only in this section,
but throughout Chapter 2 — and mostly before our work is even mentioned. But let’s
leave that aside for a moment and concentrate specifically on the pages of this oasis of
honesty.

The Retort authors do mention our names several times, but it is hard to know
exactly what they reference. The first paragraph of Section VI, found on page 67, ends
with a footnote in which the Retort authors announce:

We are deeply indebted to the brilliant analysis of the political economy of oil
offered by Jonathan Nitzan and Shimshon Bichler in The Global Political Econ-
omy of Israel

Evidently, the Quartet has internalized the lessons of advanced Taylorism. It is much
cheaper to dispossess with a little gift than with an expensive stick. Give the natives
glass necklaces; decorate your subjects for patriotic bravery; hand the blacks their Ban-
tustans; give the Palestinians their Westbank-Gazustans; make your workers ‘employ-
ees of the month’. It costs nothing and it works well. So well that even here, in their
rare moment of gratitude, the Retort authors could not resist the temptation. Their
indebtedness notwithstanding, they attribute the actual contents of the paragraph not
to the ‘brilliant analysts’, but to themselves (‘In our view. . . . As we have said be-
fore. . .")).

The next paragraph (pp. 67-68) ends with a footnote referencing page 227 of The
Global Political Economy of Israel. On the face of it, this looks like an honest attribution.
It is not. The content of this paragraph is the same as the plagiarized text quoted in
Retort #6. The Retort authors pretend to reference this content, but in fact they do not.
The bulk of Retort’s argument here is taken #not from page 227 of our book, but from
page 228. There, we draw on the works of six different authors, synthesizing their
views about the converging interests of OPEC, Western governments and the oil com-
panies. Our own synthesis fully references these authors. By contrast, Retort references
neither this synthesis nor the original authors.

But if so, why do they end this paragraph with a reference to the wrong page in
our book? The answer is simple. The last sentence in the paragraph quotes the words
of Sheikh Yamani. This quote is given on page 227 of our book. In other words, it is
Yamani’s words — and not the wider argument — that the Retort authors reference. Yet,
even that reference is misleading. In fact, the quote from Yamani originates not in our
own book, but in a book by Richard Barnet. We reference Barnet; Retort does not even
mention him. In this way, the unsuspecting reader is led to believe that the thrust of
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and dump the corpse. From now on, it is we, Retort, who ‘have been arguing’, we who
are ‘not fully convinced’, we who are ‘confident’.

More Correspondence

The conclusion is crystal clear. There was never any misunderstanding. On the con-
trary. The Retort authors knew precisely what they were doing.

For the sake of good order, we emailed the following summary letter to the London
Review of Books.

June 12, 2005
Dear Mary-Kay Wilmers,

Thank you kindly for the clarification and invitation for a correspondence. We want
to apologize for our delayed response. We were travelling and did not have regular
access to email. We also received Retort’s Afflicted Powers and took the time to carefully
read and assess its contents.

With your permission, we would like to summarize the situation as we see it and to
suggest a different course of action.

SUMMARY:

(1) The Retort authors write Afflicted Powers. The main chapter of the book, titled
‘Blood for Qil?’ is essentially a reproduction of our work. A small part of this re-
production is attributed to us explicitly. The bulk of it is straightforward plagia-
rism.

(2) The Retort authors re-write this material into an LRB article (or let the LR B editors
rewrite it for them). The re-writing is done in a manner that presents almost our
entire argument, including theory and facts, as if it were their own.

(3) The Retort authors approve the final proofs of the LRB article.

(4) In response to our draft article, ‘The Scientist and the Church’, Michael Watts
blames LRB for ‘cutting us out’.

The situation, then, is worse than we originally thought.
In his letter to us, Michael Watts states that there is one section in Afflicted Powers that

deals directly with our theses (pp. 67-72) and that the Retort authors are explicit that
this section merely rehearses our work.
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This statement is misleading, to put it mildly. In fact, the entire thrust of Ch. 2 — in-

cluding the main questions it asks, the way it presents the argument and the answers
it gives — is an appropriation of our work (with plenty of errors and gross misunder-
standings on the way). In ‘The Scientist and the Church’ we provide eight long quota-
tions to demonstrate the plagiarism in the LRB article. Six of these eight quotations
appear in Ch. 2 of the book without any reference to our work and indeed before our

names are even mentioned. Finally, as in ‘Blood for Oil?’ in this chapter too the au-
thors have the audacity to caricature our work that they so skilfully appropriate as ‘too
perfunctory’ and ‘too technical’. This is a necessary step. Once minimized, our work
can be easily absorbed into their own deeply contemplated framework.

We have already heard from several people about that ‘brilliant LRB piece’. Little did
these people know that, if fully referenced, that brilliant piece would amount to no
more than a book review. It certainly wouldn’t qualify as a lead article in your maga-
zine.

SUGGESTION:

Personally, we are puzzled by your suggestion that we write a 1,000-word letter. Retort
was given over 8,000 words for their plagiarism. We feel that, in the interest of fairness,
the least that LRB can do is to publish ‘The Scientist and the Church’ in full.

And there are other reasons:

(1) This piece should be of great interest to the progressive LRB readership.

(2) We are dealing here with a serious intellectual matter. Radical thinking has been
stultified by repressive orthodoxy dressed in progressive clothes. Not to expose
this process is to enhance it further.

(3) The issue has possible legal implications. An economics professor was expelled
from the Hebrew University for such plagiarism.

The substance of ‘The Scientist and the Church’ cannot be summarized in a 1,000-
word article, and it will be completely diluted if fractured into a series of short accusa-
tions and responses stretched over several issues.

‘We hope and trust you will agree with us and publish our paper in full.

Respectfully,

Jonathan Nitzan and Shimshon Bichler
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The obvious answer arrived a few days later:

June 16, 2005

Dear Jonathan Nitzan and Shimshon Bichler,

Thank you for your message of 12 June. It is not our policy to run essay-length re-
sponses to pieces that we've published. We would be happy, however, as I said be-
fore, to consider a response for publication on our letters page: 1000 words is consid-
erably longer than we usually allow for a letter. The deadline would be Wednesday
22 June.

Best wishes,

Mary-Kay Wilmers

There was little we could do to penetrate this wall. It was time to conclude:

June 16, 2005
Dear Mary-Kay Wilmers,
Thank you very much for your reply of June 16.

We understand your policy regarding standard responses. However, ‘The Scientist and
the Church’ is not a standard response — just as ‘Blood for Oil?’ is not a standard piece.
‘Blood for Oil?’ is largely plagiarized from our work. You have published this long
plagiarized article — probably without checking it or, alternatively, after having re-
moved references to our work. You now insist that we restrict ourselves to a short
‘reply’, knowing full well that the substance of our essay cannot be summarized in
1000 words. This expediency may be consistent with your formal policy regarding let-
ters, but it also suggests an effective ‘partnership’ to the plagiarism.

Cordially,

Jonathan Nitzan and Shimshon Bichler
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A Dialectical Conclusion

Twentieth-century Marxists produced some remarkable insights. The path-breaking
works of Georg Lukacs, Michal Kalecki, Herbert Marcuse, Franz Neumann, Paul
Baran and Paul Sweezy, Harry Magdoff, Josef Steindl, Michael Kidron, Immanuel
Wallerstein and Cornelius Castoriadis — among others — have enriched our imagina-
tion and deepened our knowledge.

But these were all intellectual rebels, people who contested Marxist orthodoxy.
The orthodoxy itself moved in the opposite direction. Having been taken over by Len-
inism-Stalinism, Marxism gradually lost its scientific footing. Increasingly, it assumed
the structure of a church, complete with it own clergy of party officials and other gate-
keepers. Rigidity hastened its decline. Eventually, it was eclipsed and partly overtaken
by a more predatory church, assembled under the rubric of ‘post-modernity’.

The ‘postist’ fashion emerged in the 1980s. It first took hold in North American
universities, from where it subsequently spread to the rest of the academic world. Its
practitioners — whether post-Nazi, post-liberal or post-Marxist — are united in their de-
nial of novelty, enlightenment and progress. They flood the ‘academic space’ with riv-
ers of meaningless words, indecipherable ‘texts’ and deconstructed ‘discourses’. They
smother scientific creativity by tolerating and encouraging critical ignorance.

There is no need for new research, for new explorations, for new inventions. The
academic postists already know it all. They possess the up-to-date insight, the most
progressive opinions, the authoritative last word on every subject. They know every-
thing on ‘imperialism’, the ‘American Empire’, and ‘military neoliberalism’ (or is it
‘neo-military liberalism’?). They think ‘dialectically’, not ‘mechanically’. They grasp
reality ‘in-depth’ without ever having to conduct scientific research. And they know it
all in the name of Marx — the same Marx who tried to create a revolutionary science;
the same Marx who tried to uncover the concrete contradictions that underlie the cap-
italist totality; the same Marx who challenged the idealism of mechanical/bourgeois
science, its evasion of contradictions, its dodging of criticism.

Surrounding these experts is an efficient network of communication. The publish-
ers that put out politically-correct books, the magazines that promote them with up-
lifted chapters, the academic friends who review them in refereed journals, the popular
media that endorse them in talk shows. These are all connected, sometimes loosely,
sometimes more tightly, and always dialectically, to the new church of postmodernity.

Of course, like all fortified dogmas, this church too is bound to collapse. It is the
inevitable dialectic — the only dialectic that the ‘critical experts’ can know nothing of.






















































