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Abstract

In recent years, the concepts of rentiership and intellectual monopoly have gained
prominence in discussions about the weakening link between corporate profitability
and capital investment in high income countries. However, there have been few if
any attempts to construct measures for rentiership and intellectual monopoly using
firm-level financial data. The absence of such work, we argue, is symptomatic of
challenges in delineating what qualifies as rent—whether it be intangible rent or
otherwise. In place of static conceptions of rent and intellectual monopoly, we
develop a framework for analyzing rentierization and intellectual monopolization as
dynamic and variegated processes that are closely related to financialization. We
apply the framework to the analysis of the transformation of non-financial firms in
the USA since the mid-twentieth century and show how it helps clarify the linkages
between firm-level dynamics and trends associated with household inequality,
corporate stratification and secular stagnation.
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1. Introduction: rent redux

In the toolkit of heterodox political economy, the concept of financialization has been
widely deployed to capture transformations in contemporary capitalism over the past few
decades (Epstein, 2005; Stockhammer, 2008). More recently, another concept has loomed
large: rentiership (Mazzucato, 2019; Christophers, 2020). Of course, the analysis of rent is
nothing new. It extends all the way back to the classical political economists in the late
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eighteenth and early nineteenth centuries. But the concept largely fell out of favour in the
post-World War II period (Piketty, 2014; Sayer, 2023). What, then, accounts for this recent
resurgence? One reason is that the concept of rent foregrounds competition and monopoly
power more systematically than the concept of financialization. The emphasis on monopoly
power inherent to rentiership is crucial because it helps to explain one of the key empirical
puzzles within the financialization literature: the weakening link between profitability and
domestic investment in high income countries (Gutiérrez and Philippon, 2016; Durand and
Gueuder, 2018; Orhangazi, 2019). The concept of rent also promises to illuminate
corporate-level dynamics in the closely related literature on intellectual monopolies
(Pagano, 2014; Durand and Milberg, 2020; Rikap, 2021). Indeed, rentiership is seen most
starkly in the knowledge economy given that intangible assets such as patents and other
kinds of intellectual property enable giant tech firms to generate information or knowledge
rents simply from their legal right to exclude others from using those assets.

Despite the connections that rentiership has with both financialization and intellectual
monopoly, the relationship between these phenomena remains underexplored. One prob-
lem is that while scholars have developed a range of sophisticated measures to gauge pro-
cesses of corporate financialization, there has been little if any work that has managed to
measure rents, intangible or otherwise, at the firm-level. Addressing this challenge of mea-
suring rents, we argue, is key to better understanding the articulation of financialization,
rentiership and intellectual monopoly within contemporary capitalism. Our main conten-
tion is that the paucity of measurement of corporate rents arises from a problem of empiri-
cal operationalization: specifically, as Beth Stratford (2024, p. 41) has pointed out: ‘there is
no practical way to distinguish the rent component within any given income’. Without a
means of distinguishing rent from non-rent income, there is no way of confidently measur-
ing rentiership at the corporate level.

In the first section of the article, we account for this problem by offering an overview of
the genealogy of rent in the history of economic thought from the classical political econo-
mists through to contemporary analysis. In the second section, we contend that making the
category of rent amenable to empirical operationalization using corporate financial data
requires a fundamental shift. Rather than try to empirically differentiate pure rents from
pure profit, we need a dynamic approach that apprehends rentierization as a process.
Specifically, we argue rentierization is at play when corporate profitability is raised in ser-
vice of financial returns rather than productive investment. In other words, it is a particular
species of firm-level financialization, which manifests when shareholder payouts grow rela-
tive to capital expenditures and when revenues grow relative to costs. By extension, in our
framework, intellectual monopolization can be discerned when this process of rentierization
is combined with intangible accumulation.

With this schema, in the third section, we explore the dynamics of rentierization and in-
tellectual monopolization among non-financial firms in the USA from 1950 to 2019. We of-
fer three key findings. First, rentierization and intellectual monopolization in the US
corporate structure have become increasingly prominent since the 2000s. Second, on a sec-
toral level, whereas sector-wide profitability and payout-to-investment ratios were weakly
negatively correlated in the mid-twentieth century, they are now strongly positively corre-
lated; and whereas sector-wide intangible-intensity and market capitalization were once
strongly negatively correlated, they are now weakly positively correlated. Third, the sectors
which have been at the forefront of processes of intellectual monopolization—pharma and
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more recently tech—are among the most unequal in terms of firm-level profit, with a signifi-
cant tranche of small, unprofitable but innovating companies subordinated to the leading
firms in these two sectors. In the final section of the article, we explain how these findings
help us better understand the precise mechanisms behind the profit-investment gap and
entrenched household inequality in high-income countries.

2. Where is the rent? The morphology of a concept

We cannot do justice to the complexity and sophistication of the literature on rent in this
short review. Rather our aim in this section is to engage with the evolution of rent analysis
strictly with respect to the challenge of delineation and measurement. Do existing theoriza-
tions of rent from the era of classical political economy onwards enable us to distinguish
rent from non-rent income at the level of corporate financial data? And do these theoriza-
tions, by extension, allow us to quantify rent? Our contention is that on both counts they
do not. Whether this is a conceptual problem within rent theory or just a methodological is-
sue depends on one’s viewpoint. Existing theorizations of rent have certainly guided re-
search that generates rich insights but that do not attempt to systematically measure rents
using corporate financial data (e.g. Harvey, 2012; Purcell et al., 2020). From this perspec-
tive, the conceptual value of rent theory and the challenges of empirical operationalization
can be considered entirely separate matters. However, if one adopts the stringent empiricist
view that any theorization of rent should enable us to delineate and measure precisely how
much rent is being accrued, and that such measurements are best applied to the quantitative
architecture of capital itself—corporate financial accounts—then the methodological issue
becomes a conceptual problem (see Nitzan and Bichler, 2009). Given our own analytical
priors, we tend towards the latter perspective. However, this of course does not invalidate
the former viewpoint.

In Adam Smith’s writings, rent is understood as one of the three functional categories of
income that correspond to the three great classes of capitalist society. Whereas wages are
earned by labour and profits accrue to capitalists, rent is paid to landowners. Rent from
Smith’s perspective is essentially land rent, and in his adding-up theory of exchange values,
‘natural prices’ around which actual market prices gravitate, are the sum of wages, profit
and rent. Exploring the view that labour is the sole prerequisite of value, Smith (1977/1776,
pp- 76-77) also contended that both rent and profit are deductions from that which is pro-
duced by labour:

The real value of all the different component parts of price, it must be observed, is measured by
the quantity of labour which they can, each of them, purchase or command. Labour measures
the value, not only of that part of price which resolves itself into labour, but of that which
resolves itself into rent, and of that which resolves itself into profit.

These arguments anticipated an idea which subsequently became central to much of the
literature on rentiership: that rent is unearned income involving the transfer of funds from
producers rather than a contribution to overall wealth (Mazzucato et al., 2023, p. 509). But
since profit was deemed by Smith as being part of this transfer of funds, the fundamental
distinguishing factor between profit and rent was not from Smith’s perspective that profit

was a form of income that derived from productive activity and rent was a form of income
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that derived from unproductive activity, but rather that profit accrued to the owners of cap-
ital stock and rent to the owners of land. From Smith’s position, therefore, there was no is-
sue in determining what rent is: it simply entailed measuring the income collected by
landowners. However, from a contemporary perspective, where rent is seen as part of the
income that is accrued by corporations from operations that extend well beyond landown-
ership, the question of what precisely qualifies as rent becomes more troublesome.

David Ricardo developed rent theory with his concept of differential rent, which held
that the magnitude of rent was determined by the difference between the production cost
on any given site and the production cost of the most marginal land brought into cultivation
(Stratford, 2023). With this conceptualization, Ricardo contended that rent is a surplus that
arises from the differential productivity of land rather than just a component of the natural
price of goods as Smith suggested. Karl Marx built on Ricardo’s analysis of differential rent
through his conception of what Anwar Shaikh (2016, p. 265) calls ‘regulating capital’:
those with the lowest-cost conditions that are reproducible by others to satisfy demand in
any given industry. From Marx’s perspective, market prices gravitate towards the sum of
the costs of the regulating capital and the average rate of profit. Therefore, where lower-
cost producers have conditions of production which are not reproducible, the landholder
accrues rents in the form of excess profit (Shaikh, 2016, pp. 265-266). In developing his
theory, Marx supplemented this notion of differential rent with two additional conceptuali-
zations: monopoly rent that derives from control of a non-substitutable feature of a com-
modity, and absolute rent that accrues to a class of owners simply on the basis of the right
to exclude non-owners via the institution of private property (Purcell et al., 2020).

The sophistication of Marx’s theory is borne out by the prodigious research it has helped
inspire. Moreover, given that Marx was writing at a time when the modern accounting sys-
tem was in embryonic form, he can be forgiven for producing analytical categories which
are not readily amenable to empirical research that uses corporate financial data. That said,
in Marx’s conception of differential rents, the issues of demarcation and measurement per-
sist. As one leading Marxist theorist of rent, Erik Swyngedouw (2012, p. 311), admits:
‘determining the magnitude of rent [...] remains theoretically complex and empirically in-
tractable’. There is no straightforward way of identifying which companies are ‘regulating
capitals’ because beyond a few select industries where what is produced is relatively homog-
enous—such as mining and oil production—cost curves are impossible to construct with
any accuracy. The concepts of monopoly and absolute rent are similarly hard to pin down
since, in practical terms, it is impossible to identify what portion of income is derived from
the non-substitutable element of a particular commodity and what portion is derived from
the baseline conditions of class power enjoyed by all owners. In an analysis that considers
Marx’s typology of rents in the context of the real estate sector, Ward and Aalbers (2016,
p. 1764) recognize these challenges: ‘the different forms of rent, it must be made clear, may
be at work simultaneously and are empirically indistinguishable as the actual rent is only
paid in lump sum’. Outside of real estate where rent does not even present itself as a ‘lump
sum’ the problems of identification and measurement obviously become even more vexed.

Economists who began writing after the marginalist revolution sought to establish a
baseline for measuring rent by extending Ricardo’s theory of differential rent to all factors
of production and by breaking decisively from Marx’s class-analytic lens. In conditions of
equilibrium, income on the margin was understood by marginalists as the rent-free
‘reservation price’ for each factor of production. These prices simultaneously reflect each
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factor’s marginal contribution and are the minimum necessary to attract them out of either
idleness or alternative use (Stratford, 2023, pp. 352-355). Any income earned in excess of
this reservation price is defined as rent. However, this theorization itself led to problems.
Ricardo’s theory of differential rent appeared compelling where the baseline was land for
which there was no other use. But in the case of capital, there may be myriad alternative
uses whose profitability is only infinitesimally smaller than the use to which it is being put.
This makes the rent derived from a given use itself infinitesimally small. At a more funda-
mental level, it also assumes that profits derived from alternative uses are themselves deter-
mined under competitive conditions and are thus rent-free. In practice, the prices derived
from alternative uses need not be seen as rent-free because each reflect the balance of power
between parties involved in exchange (see Hale, 1923). From this relational perspective, as
Beth Stratford (2023, p. 353) contends: ‘it makes no sense to use prices that are already dis-
torted by the unequal control over scarce and monopolised assets as a benchmark for esti-
mating what proportion of incomes arise from that very inequality’.

Marx’s concept of absolute rent at least at an analytical level addresses the role played
by pre-existing inequalities of class power in the formation of rent. The marginalist econo-
mists neither developed the conceptual vocabulary nor the empirical means to apprehend
the role played by unequal relations of class power in rent generation. The formulation that
neoclassical economists came to embrace—that rent was ‘payment in excess of competitive
price’ (Stratford, 2023, p. 355) — simply assumed that competitive prices obtained in reality
and were empirically discernible. But as the Cambridge Controversy revealed, there is no
way that neoclassical economists can determine the marginal productivity of capital since
heterogeneous capital goods cannot be aggregated independently of the prices they are
meant to explain. And therefore, there is no means of establishing what precisely would
constitute either marginal product or rent (Nitzan and Bichler, 2009, pp. 77-83).
Anticipating this controversy, Thorstein Veblen—writing at the beginning of the twentieth
century—avoided using the concept of rent with reference to modern corporations alto-
gether; and he was dismissive of attempts by his contemporaries, such as Alfred Marshall,
to apply the concept to business enterprise, deriding such work as ‘unduly bulky, unwieldy,
and inconsequent’ (Veblen 1900, p. 264). Veblen argued that, in fact, many of the processes
associated with the concept are part of the ordinary dealings of business in which gaining
‘differential advantage’ over other firms had become the prime motive force within capital-
ism (Veblen, 2013/1904, p. 201, n. 6). Crucially, for Veblen, the profit arising from this dif-
ferential advantage derives from the power to restrict industrial productivity, rather than
from actually contributing to productivity (Nitzan and Bichler, 2009; Veblen, 2013/1904).
To the extent that rent is referred to in Veblen’s work, it is specifically in relation to land
rent, just as it was in the work of early classical political economists such as Adam Smith.

In contrast to Veblen, Joseph Schumpeter did not view the restrictive capacity of busi-
ness as necessarily negating industry. Just as brakes allow motorists to avoid accident and
to ultimately drive faster, Schumpeter (2003/1943, pp. 88-89) argued, corporations’ capac-
ity to restrict industry in periods of potential disruption allows them to avoid collapse and
increase output over the long run. As a backdrop to his theorization of capitalist profits,
Schumpeter advanced a ‘circular flow model’ in which an economy is in a state of general
equilibrium. In these stationary conditions, capitalist profit would tend towards zero and
there would be no economic development. Such a model had no descriptive or prescriptive
value for Schumpeter but it did provide him a useful counterpoint for his analysis of how
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capitalism actually operates as an evolutionary system. For Schumpeter, capitalist develop-
ment occurs as innovators achieve technological breakthroughs which generate
‘entrepreneurial profits’, and as imitators catch up, the new technology is diffused leading
to a period of ‘comparative quiet’ during which profits returned to normalcy, only for the
cycle to begin anew (Schumpeter, 2003/1943, p. 83). Such entrepreneurial profits, for
Schumpeter (1983/1934, p. 184), have nothing to do with marginal productivity:

the problem of profit lies precisely in the fact that the laws of cost and of marginal productivity
seem to exclude it. And what the ‘marginal entrepreneur’ receives is wholly a matter of indiffer-
ence for the success of the others.

Even though in our view Schumpeter exaggerated the positive impacts of large-scale
business, his evolutionary approach has the merit of decisively wresting the question of
profit away from the concept of marginal productivity. Importantly, Schumpeter did not
equate rent with entrepreneurial profit. In fact, like Veblen, he was reticent to invoke the
term beyond its application to land—or what he called ‘natural agents’ (Schumpeter, 1939,
p- 575). On the rare occasion where he does apply the concept of rent with reference to
business, it describes the ‘unearned increment’ that ensues after the initial entrepreneurial
breakthrough has been made. Schumpeter (2002/1911, p. 111) is explicit that this
‘unearned incremental income is not a reward for performance’. However, insofar as re-
strictive strategies operate like brakes in a car—facilitating what Schumpeter (2003/1943,
p- 87) calls a ‘balanced advance’ in the promotion of economic progress—to what extent
can income derived from such strategies be truly considered ‘unearned’? Schumpeter rightly
de-emphasizes marginal productivity in his analysis, but he does not provide any means of
practically delineating the ‘unearned increment’ from ‘entrepreneurial profit’, nor for that
matter does he tell us what appropriate ‘reward for performance’ would be. In the annals of
rent theory Schumpeter therefore leaves us with generative insights but no means of appre-
hending and gauging rent as a determinate economic fact.

Within the contemporary heterodox literature on rent, the most important contributions
have come from scholars broadly influenced to varying degrees by Marx, Veblen and
Schumpeter. One of the leading contemporary theorists of rent is Brett Christophers (2019)
who takes issue with those scholars who conceptualize rent in terms of ‘unearned income’
(see e.g. Sayer, 2015; Mazzucato, 2019). We have already raised our own doubts about the
analytic efficacy of the distinction between earned and unearned income. Christophers
(2019) does so from a decidedly Marxist perspective, arguing that all profit is unearned in-
sofar as labour is the sole source of value, and it is the surplus extracted from labour rather
than anything ‘earned’ by capitalists that constitutes the basis of profit. He acknowledges
that in Andrew Sayer’s case there is an attempt to grapple with this problem through the no-
tion of ‘working capitalists’ whose profit is partly earned to the extent they help to organize
work, or at least insofar as such profit is ‘dependent on supporting productive activity’
(Sayer 2015, p. 87). But as Christophers (2019, p. 315) pointedly asks ‘where [ ...] does
‘supporting’ productive activity end and actually ‘doing’ it begin?’ As a follow-up to
Christophers’ question, we might ask: how do we determine what amount of profit comes
from supporting productive activity and what amount of profit derives from restricting it in
the sense conceived in Veblen’s analysis? Just as we have argued in relation to the historical
contributions to the analysis of rent, there is a significant challenge faced by contemporary
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theorists in drawing clear lines upon which any workable definition of rent should
be based.

Christophers’ attempt at addressing the challenge of delineating rent consists in arguing
that rent arises from the conjugation of two conditions. First, that it is ‘income derived
from the ownership, possession, or control of scarce assets’; and second that this income is
generated ‘under conditions of limited or no competition’ (Christophers, 2019, pp. 308-
309). This definition is helpful in that it stays clear of the seemingly irresolvable matter of
quantifying what portions of capitalist income are ‘earned’ and ‘unearned’. However, in re-
solving one problem of delineation, it creates two new problems. The first is differentiating
scarce assets from non-scare assets. As Marx himself anticipated in his concept of absolute
rents, all assets are scarce insofar as they are anchored in the legal right of exclusion (see
also Nitzan and Bichler 2009, p. 228). Beyond this fundamental fact regarding the baseline
conditions of exclusion as encoded by private property, we might consider scarcity also in
relative terms. However, even if we did find a way of gauging the relative scarcity of an as-
set, there is no objective way of determining the point in this continuum between the two
poles of complete scarcity and complete abundance in which assets qualify as ‘scarce’.
Similarly, there is the issue of delineating what constitutes ‘limited or no competition’.
When we acknowledge that in actually existing capitalism, perfect competition rarely if
ever exists then it becomes clear that in almost all situations competition is to varying
degrees ‘limited’. Rather than there being a bright line that divides perfectly competitive
markets from markets where competition is completely absent, the one market form shades
into the other. Therefore, while Christophers (2019, p. 315) is surely right to ask Sayer
where ‘supporting’ productive activity ends and actually ‘doing’ it begins, for his alternative
definition of rent to be analytically tractable we should ask where is competition ‘limited’
enough to be defined as such? And where, for that matter, does ‘scarcity’ end and ‘non-scar-
city’ begin?

Interestingly, contemporary rent theorists including Christophers (2019, pp. 321-322)
invoke Michat Kalecki’s (1971) concept of the degree of monopoly as a way of evidencing a
rise of monopoly power inherent in rentierism. Gesturing to our concerns about delinea-
tion, Sayer (2023, p. 1473) also references Kalecki approvingly in claiming ‘{m]onopoly
need not be an all-or-nothing matter: there can be degrees of monopoly’. However, the in-
vocation of Kalecki’s work raises uncomfortable questions for these scholars’ approaches to
rentiership. If there are degrees of monopoly, does that mean there are also ‘degrees of
rents’? And if rent itself can be seen as a matter of degree, doesn’t that make the concept un-
tenable in its amorphousness? Sayer (2023, p. 1473) ventures this possibility but is then
quick to dismiss it:

There is inevitably often some uncertainty or fuzziness regarding ‘where to draw the line’, be-
cause it may be difficult to estimate what prices would be in the absence of monopoly. Here, we
must avoid the fallacy of continuum, according to which the absence of a clear dividing line
must mean the absence of any difference, as if the existence of some unclear cases meant the ab-
sence of any clear cases. It is the most egregious forms that should concern us most.

The passage gets to the heart of what is at stake in conceptualizing rent. Do we draw
sharp lines or do we think in terms of a continuum? In our view, Sayer’s arguments in fa-
vour of sharp lines are unconvincing. The line between rent and profit is not ‘uncertain’ or
‘fuzzy’; it is indefinable because of the dualisms underpinning rent theory are impossible to

$20Z Jaqusoa G0 uo 1sanb Aq £1.9916//9/0898MW/ISS/S60L 0 | /I0P/3[oIe-80UBApE/I8S/W02 dNo dIWapese//:sdiy Wol) PapeojuMo(]



8 J. Baines and S. B. Hager

operationalize at the level of firm-level data. As we have seen in this review, these dualisms
include earned and unearned income, scarce versus non-scarce assets, competition versus
monopoly and much else besides.

In trying to wed the rent/profit dualism with the degree of monopoly, Sayer is forced to
make a major concession. Since the boundaries between rent and profit are blurred, he
argues that we should concern ourselves with the ‘most egregious cases’ of rentiership. But
if we must confine our analysis to only the most extreme cases of rentiership then what
value is there in deploying the concept in the first place? A crucial reason why the concept
of rentiership has become so prominent is because it is meant to capture something general
about the nature of contemporary capitalism (Christophers, 2020; Baglioni et al., 2023).
Limiting the study of rent to the most egregious forms seems, in our view, unnecessarily re-
strictive, especially for those who want to employ the concept of rents to analyse the wider
structural transformations in the capitalist economy. This is not to say that the insights of
historical and contemporary scholarship on rent should be disregarded altogether. As the
next section shows, there is much we can and should learn from this work. But to make the
concept of rent both analytically and empirically tractable, we must shift to a new footing.

3. Towards a new framework: financialization, rentierization and
intellectual monopolization

As we have argued so far, the literature on rent has encountered significant challenges in de-
fining the concept of rent in opposition to other forms of income, and largely because of
this, there has been a dearth of studies that seek to quantify rent at the firm-level. The way
through this impasse, we contend, is to fundamentally re-orient our focus. Rather than
seeking to apprehend rent in static terms—as if it is a type of income that can be delineated
at any point in time—we should instead focus on rentierization as a dynamic, open-ended
and variegated process. For reasons that will become clear in this section, we define rentieri-
zation as the raising of profit margins in service of financial returns instead of long-term in-
vestment. In advancing this understanding of rentierization, we draw on heterodox
literatures within and beyond the scholarship on rentiership: the first is the post-Keynesian
literature on market power; the second is the critical scholarship on corporate financializa-
tion; and the third is the analysis of predation and intellectual monopoly inspired by both
Marx and Veblen. In building our alternative framework, we go through each of these con-
stituent elements of our approach in turn, first by articulating the relationship between rent-
ierization and financialization, and then by articulating the relationship between
rentierization and the rise of intellectual monopolies.

3.1 The relationship between rentierization and financialization

The starting point for the post-Keynesian literature on market power is Kalecki’s aforemen-
tioned concept of the degree of monopoly, which modelled the level of competition within
capitalism in terms of the price markup (Melmies, 2023). On the basis of this metric,
Kalecki posited that the higher the degree of monopoly, the greater capital’s overall income
share. A subsequent branch of post-Keynesianism, known as investment financing theory
developed a more nuanced view of markups and their relationship to competition (Wood,
1975; Eichner, 1976). According to this approach, high markups might not reflect monop-
oly power, but instead the firm’s need to internally finance its growth, which could be due
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to heightened competitive pressures. This may be particularly the case with capital-intensive
firms given that capital expenditure is, by definition, capitalized rather than deducted as an
operating expense, and therefore does not drag net profit margins downward. A high
markup can thus pull in two different directions. On the one hand, it may indicate growing
market power. On the other, it may be a sign of competition-induced internal financ-
ing needs.

To adequately capture the monopoly power at the heart of rentierization, investment fi-
nancing theory compels us not only to consider the markup but also the strategic orienta-
tion of the firm. In this respect, the critical scholarship on corporate financialization is
indispensable as it charts a shift in corporate governance, especially in the US context, away
from a model of retaining and reinvesting earnings towards one of downsizing operations
and distributing the gains to shareholders (Lazonick and O’Sullivan, 2000). Moreover, un-
like the literature on rentiership, which offers a paucity of measures for gauging firm-level
rents, the literature on financialization offers a large range of useful metrics for analysing
the shift in firm orientation away from long-term investment towards short-term share-
holder returns (Rabinovich, 2019). In this study, we focus on a metric developed in our pre-
vious research: the ratio of stock buybacks and dividends to capital expenditures
(henceforward the ‘payout-to-investment ratio’) (Hager and Baines, 2020; Baines and
Hager, 2021). We find this metric instructive precisely because it gauges the balance of a
firm’s priorities when it comes to increasing shareholder payouts versus investing in future
growth. Increasing dividend payments and stock buybacks and falling capital expenditures
have been identified as key facets of financialization (Lazonick, 2010; Palladino, 2021). Yet
it also captures the process of rentierization in two important respects. First, a decline in
capital expenditures (the denominator) can be used as a proxy for the slowdown in invest-
ment and excess capacity that typifies growing monopoly power (Gutiérrez and Philippon,
2016; Durand and Gueuder, 2018). Second, an increase in financial payments to sharehold-
ers (the numerator) is commonly associated with the power of a resurgent rentier class
(Mazzucato, et al., 2023). In other words, the payout-to-investment ratio allows us to deter-
mine the extent to which a company is focussed on what Sayer (2015, p. 87) calls
‘supporting productive activity’ rather than simply extracting value.

Crucially, a rising payout-to-investment ratio does not by itself indicate rentierization. If
it did, rentierization would be virtually synonymous with financialization itself, and there-
fore would have little analytical value. Circling back to Kalecki’s concept of the degree of
monopoly, we specify that rentierization is only observed when this process of raising share-
holder returns relative to capital investment is accompanied by an increasing markup. If a
company increases its payout-to-investment ratio but does not increase its markup, it is not
exhibiting the growing market power that we see as integral to the process of rentierization.
If, in contrast, a company increases its markup but does not increase its payout-to-
investment ratio, then it more likely approximates those firms identified within investment
finance theory that raise their markup to internally finance their future growth in conditions
of significant competition (Wood, 1975; Eichner, 1976).

As far as we are aware, no study has sought to map rent empirically with reference to
the degree of monopoly. How then do we go about identifying the degree of monopoly us-
ing company financial statements? Kalecki thought of the degree of monopoly in terms of
pricing power at the level of production units, as expressed in the price markup (unit sale
price minus cost of unit sold). Yet this definition of the price markup does not lend itself
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10 J. Baines and S. B. Hager

easily to empirical mapping as company financial statements do not report unit-level prices
and costs. With these empirical limitations of the unit-level price markup in mind, we build
on existing efforts to map out the firm-level manifestation of the degree of monopoly with
reference to profit margins (Nitzan and Bichler, 2009; Baines and Hager, 2021; Melmies,
2023). One common empirical strategy within the literature has been to estimate the degree
of monopoly as sales relative to the cost of goods sold (COGS). This is simply calculated as
(Sales—COGS)/COGS, and it broadly tracks a company’s gross profit margins (Davis and
Orhangazi, 2021, p. 27). Our approach focuses on net profit margins (net profits as a per-
centage of sales) as a proxy for the degree of monopoly (Nitzan and Bichler, 2009). By mov-
ing attention away from production units to the firm itself, we get a better sense of the
corporation as a broad ensemble of power. And by moving attention away from gross profit
to net profit margins, we can get a better sense of a firm’s capacity to not only reduce direct
production costs (as proxied by COGS) and increase sales volume (as tracked by revenues),
but also to control other financial flows including interest expenses, selling, general and ad-
ministrative expenses and tax payments. In other words, by widening the vista (from unit to
firm and from production costs to all costs), we gain insight into the firm’s power not only
relative to suppliers and labour, on the one hand, and customers on the other, but over soci-
ety at large through its relationship with tax authorities, creditors and much else besides.
Through examining these two parameters of net profit margins and the payout-to-
investment ratio we can formulate a dynamic schema of firm-level change presented in
Figure 1. The schema yields four ideal-typical trajectories (see also Durand and Baud, 2024,
p- 323). The companies engaged in what we call capital expansion are those firms
highlighted in investment finance theory that have high profit margins but re-channel their
retained earnings into internally financing the expansion of physical stock to maintain econ-
omies of scale and competitive advantage over rival companies. They are, in other words,
the protagonists of the ‘balanced advance’ that Schumpeter (2003/1943, p. 87) approvingly
observed in large corporations in the middle of the twentieth century. In contrast, compa-

nies set on a trajectory of contractive reinvestment are either undergoing long-term decline

+ Profit Margins

Capital expansion Rentierization
L% x
- Payout to N + Payout to
Investment Ratio Investment Ratio
K Y

Contractive reinvestment

Financial extraction

- Profit Margins

Figure 1. A dynamic model of firm-level change: degrees of monopoly and financialization.
Source: Authors’ elaboration.
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albeit from a high level of profitability, becoming increasingly peripheral in the
capitalist economy, or they qualify as ‘growth stock’ companies that sacrifice short-term
margins and shareholder payouts for long-term market expansion. Firms on a course of
what we call financial extraction tend to be those that succumb to financial pressures even
as the basis for long-term profitability may be eroding. At best, they may qualify as
so-called mature ‘yield stock’ firms. At worst, they may be hollowing out in conditions of
subordination. The most important trajectory to our study is rentierization, which we de-
fined earlier as the raising of profit margins in service of financial returns. The phenomenon
maps on closely to what Durand and Baud (2024, p. 324), borrowing from Veblen,
call ‘predation’ in which the effect is not to generate new wealth but rather to redistribute
existing wealth. This firstly means that the high levels of profitability enjoyed by the firm in
question is concomitant with the incomes of other firms, along with workers, being
squeezed. Secondly, it means the firm’s relatively low levels of capital investment are
partially offset by other more capital-intensive firms that may not offer such large share-
holder returns.

3.2 The relationship between rentierization and intellectual monopolization
Conceptualizing rentierization as a process draws our attention to its potential fluctuations
across time and space. How do we account for these variegated dynamics and how do we
relate these dynamics to the rise of intellectual monopoly capitalism that has been increas-
ingly analysed in recent years (Pagano, 2014; Rikap, 2021)? In this literature, some scholars
highlight the importance of network effects in digital platforms that spur monopolizing
dynamics (Durand and Milberg, 2020). Others pay close attention to how intellectual
property allows firms to centralize control over intangible assets, while outsourcing less
profitable tangible activities to suppliers that—in the process—become subject to intensified
competition. This work emphasizes the dialectical interplay of intangible assets with stan-
dardization to explain the strategies of lead firms in global value chains. Lead firms use
standards to control how and what their suppliers produce and exchange, bringing homo-
geneity to products they buy, and they use intangibles to differentiate products they sell, to
reinforce their dominance within the value chain (Baglioni et al., 2023). The consequence of
this dominance is an exaggerated ‘smile curve’ (Durand and Milberg, 2020, p. 409). On
each end of the value chain are the intangible-intensive activities of lead firms that capture
large amounts of value (e.g. R&D on one end, marketing and branding on the other), and
in the middle of the chain are the capital-intensive activities of subordinate firms subject to
competitive pressures that push down their share of value. Although these dynamics have
been principally identified in outsourcing and offshoring of manufacturing within buyer-
driven global value chains, similar processes are at play among leading firms in the hospital-
ity sector that externalize labour-intensive, lower value-added processes via the franchise
system (Schwartz, 2022).

However, one important observation emphasized by Cecilia Rikap (2021) is that firms
with high-levels of R&D-spending will not necessarily be more profitable than those in-
volved in tangible operations. In fact, they may be less profitable given the huge risks
entailed in early-stage R&D-intensive activities. In this context, intellectual monopolies
may outsource some of the riskiest R&D-intensive activities to smaller and more innovative
firms, while internalizing the resulting innovations into their own portfolio of intangible
assets through acquisition and other methods (Rikap, 2021). Given these considerations,
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12 J. Baines and S. B. Hager

there is a need to not only examine the relative weight of intangible versus tangible assets in
a company’s asset structure, but to also determine how successfully they are able to capital-
ize these assets in the form of improved market value (i.e. in higher expected earnings, and
lower associated risk) (Nitzan and Bichler, 2009).

For the purposes of our analysis, we understand intangible accumulation to arise when
the value of a firm’s intangible assets rises relative to tangible assets and when the firm’s
market capitalization rises relative to GDP. We measure market capitalization relative to
GDP because we are interested in gauging a company’s capacity to convince investors that
its expected future profits (discounted to present value and adjusted for risk) will grow at a
faster rate than current economic activity in the country in which it is headquartered. Our
framework for the analysis of intangible accumulation yields another dynamic and stylized
model of firm-level change in Figure 2. Much like those corporations on a path of capital
expansion described above, companies on a long-term trajectory of tangible accumulation
likely preside over vertically integrated, producer-driven value chains and generate profits
via control of asset-specific physical capital (Schwartz, 2021). Companies on a trajectory of
tangible decumulation are likely to be succumbing to the fates of ‘laggard’ or ‘complier’
firms (Rikap, 2021, pp. 34-37). As they become more focused on developing their tangible
fixed assets, they become more subordinate to lead firms’ demands and in the worst case be-
come suppliers of generic, easily substitutable products. Similarly, companies on a pathway
of intangible decumulation exhibit the subordinate traits of laggard or complier firms, but
unlike these companies, take on risky R&D projects that lead firms avoid. Finally, those
companies on a long-term trajectory of intangible accumulation will likely become
intangible-intensive lead firms that preside over the buyer-driven value chains that have pre-
dominated in much of the global economy in the past three decades. These companies con-
centrate control over core intangible assets, while outsourcing riskier R&D activities to
smaller innovators and less profitable tangible activities to capital-intensive firms
(Rikap, 2021).

. + Market .
Tanglble_ Capitalization lntang/blg
accumulation accumulation
- Intangible + Intangible
Intensity Intensity
K )
Tangible Intangible
decumulation - Market Decumulation

Figure 2. A dynamic model of firm-level change: market capitalization and intangible intensity.

Source: Authors’ elaboration.

Capitalization
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Unfortunately, obtaining data on intangible assets is not straightforward (see Haskel
and Westlake, 2017). Some intangible assets are recorded on corporate balance sheets, but
not by all companies (e.g. Apple Inc. has not recorded any intangible assets in its accounts
since 2017). Other intangible assets are not recorded by any firm because they are devel-
oped in-house and are thus not subject to arms-length market transactions. All that can be
recorded with any confidence are the intangibles that are purchased by a firm directly from
the market (e.g. licenses, trademarks, copyrights, etc.) and the ‘goodwill’ generated from a
merger (i.e. the difference between an acquired firm’s book value, and the price at which it
was bought) (Nitzan and Bichler, 2009). In this context, the best that can be done is to for-
mulate proxy measures. To this end, Peters and Taylor (2017) have reconstructed values for
intangible assets for firms by using data on their total R&D spending and a fraction (30%)
of their selling, general and administrative expenses (SG&A) (to capture marketing, brand-
ing and design efforts) and by depreciating them by specific industry-specific R&D depreci-
ation rates.

Following other researchers (e.g. Auvray et al., 2021; Rabinovich, 2023), we use the
Peters and Taylor dataset to estimate intangible assets. There are, of course, limitations to
these data. The 30% of SG&A expense going into intangible investment is a best-guess for
US-listed firms in general and may not align closely with the actual practices of individual
firms. And industry-specific estimates for depreciation may not accurately reflect the specific
lifespans and replacement rates of the unique and heterogeneous set of assets deployed in in-
dividual firms’ R&D, marketing, branding and design programmes (Penman, 2023, p. 9).
Notwithstanding these limitations, Peters and Taylor’s estimates are the most easily accessi-
ble firm-level intangibles data there are, the most widely used and, as one leading analysis
suggests, ‘they are arguably the best available’ (Ayyagari et al., 2024). For these reasons, we
use the dataset for our analysis.

3.3 The nexus of financialization, rentierization and intellectual monopolization
Combining the dynamic schemas of rentierization and intangible accumulation, our analy-
sis is built on the conceptual model depicted in Figure 3. The main points in the figure can
be summarized as follows. Rentierization occurs when firms increase their profitability in
service of shareholder returns rather than capital investment. In other words, rentierization
occurs when firms raise revenues relative to costs, and increase dividends and shareholder
buybacks relative to capital investment. Intangible accumulation occurs when firms success-
fully capitalize growing intangible intensity. In other words, intangible accumulation occurs
when firms expand their intangible assets relative to their tangible assets, and when their
market capitalization grows faster than underlying economy activity. Intellectual monopoli-
zation occurs when firms combine rentierization with intangible accumulation.

In what remains of this analysis, we show how the framework applies to US-listed com-
panies as a whole; we then disaggregate by sector; and then by size. Our exploration is
guided by the following questions. At what point in the last seven decades did rentierization
become a prevailing trend within US capitalism? What is its relationship to intangible accu-
mulation? Are the most profitable sectors the most financialized, and how has the relation-
ship between sectoral profitability and financialization changed through time? Similarly, are
the most intangible-intensive sectors the most highly capitalized, and how has the relation-
ship between intangible intensity and market valuation changed? Which sectors exhibit the
acutest polarization of profitability and market capitalization between large and smaller
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Increasing revenues relative to costs (profit ~
margin growth)

~ Rentierization

Increasing shareholder payouts relative
to capital investment (financialization)

Intellectual
Monopolization

Increasing market capitalization relative
to GDP (accumulation)

Intangible
accumulation

Increasing tangible assets relative to
tangible assets (intangible intensification)

Figure 3. A heuristic framework for mapping rentierization, intangible accumulation and intellectual
monopolization.

Source: Authors’ elaboration.

firms, and in which sectors are smaller companies more rather than less intangible-intensive
than large ones? Finally, what are the macroeconomic implications of the firm-level trans-

formations we uncover in our analysis?

4. Mapping rentierization and intellectual monopolization in the USA

We begin our empirical analysis in broad terms, charting the processes of rentierization and
intellectual monopolization for all publicly listed non-financial firms headquartered in the
USA. Importantly, when it comes to operationalizing these metrics, we use 10-year moving
averages to capture long-term shifts, rather than transient ‘entrepreneurial profits’ that
Schumpeter emphasizes in his analysis of innovation. We see in the left-chart in Figure 4
that in the 1950s the average company was tangible-intensive and highly profitable, but
much of these profits were channelled to internal financing as revealed in the low levels of
dividends and stock buybacks relative to capital investment. However, from that high point
of capital expansion, we see three successive shifts that have taken us to where we are to-
day. The first takes place between 1950s and the late 1970s. During this period, US corpo-
rations in the aggregate undergo a process of contractionary reinvestment: increasing their
capital expenditures relative to their shareholder payouts even as their profitability declines.
The shifts are in part explicable in relation to how the Chandlerian firm responded to both
the pressures of competition from abroad and the power of organized labour at home
(Glyn, 2007). Both international competition and the bargaining power of a large swathe of
workers forced companies to reduce the amount of profit they could command from their
operations and to continue to re-invest their profit in expanding productive capacity. By the
end of the 1970s, the average payout-to-investment ratio reached its lowest level in our en-
tire period of analysis.

The second shift took place between the 1980s and the 1990s. While profit margins con-
tinued to fall, the payout-to-investment ratio began to rise—indicating that financial
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Figure 4. Rentierization and intangible accumulation for all US non-financial firms, 1950-2019.
Source: Compustat and Peters and Taylor Total Q Series through WRDS.
Note: Each data point captures the average value in a ten-year window.

extraction was becoming a key force within US capitalism as a whole. This period has help-
fully been termed by Auvray et al. (2021) as ‘Financialization Mark I. In this financializa-
tion regime, several stylized facts can be discerned. High interest rates served to increase the
hurdle rates on productive investment, diminish companies’ profit margins and reduce their
capacity to finance investment externally through raising debt. International competition
further squeezed profitability—exacerbating companies’ difficulties in financing investment
internally through retained earnings. Finally, changes in corporate governance brought the
interests of managers in alignment with shareholders, while legal and regulatory shifts
undermined labour’s bargaining power in firm decision-making, so that short-term returns
to equity owners became increasingly prioritized over long-term investment (Auvray et al.,
2021; Schwartz, 2022).

The third shift has taken place from the 2000s onwards. The payout-to-investment ratio
increased at a greater rate than before and, after the bursting of the dot-com bubble, aver-
age profitability began to rise significantly. This marked the beginning of the period that
Auvray et al. (2021) term as ‘Financialization Mark II. In this financialization regime, the
deepening of global value chains and the further decline in labour’s bargaining power put
downward pressure on consumer demand and further weakened investment. The monopo-
lization of capital has led to a concentration of profit among the largest firms which have a
lower marginal propensity to invest. And the strengthening of intellectual property protec-
tions has stymied the capacity of smaller firms in the USA and abroad to upgrade in higher
value-added activities (Durand and Milberg, 2020). Finally, the emergence of permanent
universal owners, such as BlackRock, with crossholdings in myriad companies has discour-
aged investments that may threaten to induce profit-destroying competition in multiple
product markets (Azar et al., 2018). In contrast to Financialization Mark I, the overall driv-
ing force behind financialization is less the restraints on external financing (high interest
rates) and internal financing (low retained earnings), but rather a drying up of profitable in-
vestment opportunities in the context of deepening labour retrenchment, corporate
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monopolization and equity ownership centralization (Auvray ez al., 2021). By the end of
2010s, non-financial corporations registered profit margins that were last reached in the
1950s. But unlike the 1950s, in the 2010s these firms remarkably spent as much on share-
holder payouts as they did on capital investment: signifying the prominence of rentieriza-
tion in the US economy.

How do the data presented in the right chart in Figure 4 on intangible intensity and mar-
ket capitalization map onto this periodization? Intangible intensity appears to rise through-
out the whole period apart from the 1970s. However, this decade of apparent reversal is
solely the result of the introduction of a large number of utility firms into the dataset with
huge tangible footprints (see Supplementary file). By discounting the effects of these utility
companies, and by focusing on the rate of change of intangible intensity rather than its lev-
els, we see a structural break in dynamics in the early 1980s. In the three preceding decades,
the growth rate in intangible intensification was declining, but from the mid-1980s to the
late-2000s, intangible intensification proceeded at an increasing rate. The rapid rise in in-
tangible asset values relative to tangible fixed assets coincided with the entrenchment of in-
tellectual property within the USA from the 1980s onwards, and subsequently abroad
through the 1995 Agreement on Trade-Related Aspects of Intellectual Property Rights and
the trade agreements that followed (Orsi and Coriat, 2006; Durand and Milberg, 2020).
While growth rates in intangible intensity have since subsided, they are not down to the lev-
els reached in the early 1980s. The take-off in the intangible intensification of US-listed
companies from the 1980s is consonant with the rise of equity markets and the concomitant
decline of bank-based systems. As intangibles serve as poor collateral for banks, companies
from the early 1990s onwards increasingly turned to equity markets to raise finance (Baines
and Hager, 2021). And as equity became a prominent part of their capital structure, compa-
nies increasingly made investments in highly specific intangible assets, rather than relatively
generic, collateralizable tangible assets, to satisfy shareholders’ demands for improved rela-
tive performance (Pagano, 2019).

4.1 Disaggregating by sector

The preceding analysis provides a vivid aggregative picture of the dynamics of US capital-
ism, but we have yet to establish how processes of rentierization and intangible accumula-
tion vary across sectors and firm-size. We begin by disaggregating the data on sectoral lines,
classifying firms in ten different sectors that account for 70% of the market capitalization
of all companies in our entire dataset from 1950 to 2019: apparel and footwear (fashion);
automotive manufacturers; defence and aerospace; food and beverage; heavy industry;
hotels and restaurants (hospitality); fossil fuels and mining (extractives); pharmaceuticals;
retail; and tech (see Supplementary material for more details). Figure 5 compares the ten
sectoral groups according to the four main parameters of this study: net profit margins, the
payout-to-investment ratio, the intangible intensity ratio and market capitalization. To
trace changes in these parameters over the post-war period the figure shows snapshots for
the 1950s (the top two charts) and the 1980s (the bottom two charts).

Figure 5 clearly shows that in the 1950s there was a negative, albeit weak, correlation
between sectors’ profit margins and their payout-to-investment ratio. The most profitable
sectors such as the tech and extractive sectors tended to offer relatively low shareholder
payouts. Similarly, we can see that the sectors that had the highest aggregate market valua-
tions tended to be tangible-intensive. By the 1980s there was a clear shift: the most
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Figure 5. Degree of rentierization and intangible accumulation by sector, 1950s and 1980s.
Source: Compustat and Peters and Taylor Total Q Series through WRDS.

profitable firms no longer were those that tended to have the lowest payout-to-investment
ratio, but rather the highest. Moreover, with the decline in the relative capitalization of
tangible-intensive sectors such as the extractives, automotive and heavy industries, and the
rise of the intangible-intensive pharma sector, the negative correlation between intangible
intensity and market capitalization was weakening.

Figure 6 rounds off the story regarding sector-wide dynamics by presenting rentieriza-
tion and intangible accumulation metrics for the 2010s (the top two charts), and by present-
ing how the correlations between sectoral net profit margins and payout-to-investment
ratios, on the one hand, and market capitalization and intangible intensity, on the other,
have shifted in each decade from the 1950s onwards (the bottom two charts). The trends
that first came to the fore in the 1980s have only become more acute. In the 2010s, the sec-
tors which are the most profitable tend also to be those that have the highest payout-to-
investment ratio, and the sectors which once dominated US industry and that gave form to
post-war wage bargaining—automotives, heavy industry and the extractive sectors—are
among the least profitable. Though the correlations we present should be judged with great
caution given the limited number of observations, they suggest a clear transformation
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Figure 6. Degree of rentierization and intangible accumulation by sector in the 2010s, and the correla-
tion between variables from the 1950s onwards.

Source: Compustat (2022) and Peters and Taylor Total Q Series through WRDS.

Note: ** and * denote significance at 99% (P> 0.1), and 95% (P> 0.05) levels, respectively

within US capitalism over the past seven decades. What was once a weak negative correla-
tion between sectoral profit margins and the payout-investment ratio has turned into a
strong positive correlation; and what was once was a relatively strong negative correlation
between sectoral capitalization and intangible intensity has turned into a weak positive one.
To further grapple with these shifts and their macroeconomic implications, we must disag-
gregate the data by firm-size. This is the final step of our analysis.

4.2 Disaggregating by size

Figure 7 reveals the uneven patterns of rentierization and intellectual monopolization in our
ten sectors, according to the four parameters of concern, in terms of firm-size. Firms are
ranked by revenue within each sector and stratified in the top 10%, the fifth to ninth deciles
and the bottom 50%. We see that by the 2010s the top 10% secured higher profit margins
than firms in both the fifth to ninth decile and the bottom 50% in every sector, and that

$20Z Jaqusoa G0 uo 1sanb Aq £1.9916//9/0898MW/ISS/S60L 0 | /I0P/3[oIe-80UBApE/I8S/W02 dNo dIWapese//:sdiy Wol) PapeojuMo(]



Rentiership and intellectual monopoly

10 PROFIT MARGINS 3 FINANCIALIZATION 10 PROFIT MARGINS 12 FINANCIALIZATION
percent 76 ratio 25 g | percent ratio
[ Apparel & ’ 6 168 \Automotive ! 4
6 Footwear 2 4 l52 08 |97 Autos 0.7
he 3.7 Apparel & 3:4 4.1
4T Footwear 12 2 06 Tos s
2 L 17 1 {08 0 09| 04 | ’
3.0 1.0 -2
) 0.3
0r 07 4 02 -
2 0 ) 0
1950 1970 1990 2010 2030 1950 1970 1990 2010 2030 1950 1970 1990 2010 2030 1950 1970 1990 2010 2030
——Top 10% = 5th-9th Decile = Bottom 50% ——Top 10% = 5th-9th Decile = Bottom 50%
MARKET VALUE 5 INTANGIBLE ASSETS 10 MARKET VALUE INTANGIBLE ASSETS
L 1.1 . .
1 | percent ratio 34 pergent ) ratio 20
0d 4T 25 [ 16
3l 1 0.8 Autos ’
0.1 0.1 0.3
. 0.3
01 | /\—/J
0.03 2t 25 01 1
12 : Autos
Apparel & 1 | ﬁzg:ﬂ;‘ 0.1 0.01 0.4 0.8
0.01 Footwear 0¥
. - 03
0.01 0 0.01 0
1950 1970 1990 2010 2030 1950 1970 1990 2010 2030 1950 1970 1990 2010 2030 1950 1970 1990 2010 2030
10 PROFIT MARGINS 4 FINANCIALIZATION 9 PROFIT MARGINS 3 FINANCIALIZATION
i 8.0 i
. percent Defence & v ratio - percent 72 ratio 24
Aerospace " 3T  Defence & 5 44 ol Food &
6 a5 5.5 Aerospace Beverage 1.6
2+ 3 3.
4 44 5.3 13 2.6 o.s
1 02 1 P
11 o 1.2 !
2 Beverage
0.2 -1
3.2 0.4
0 0 -3 0
1950 1970 1990 2010 2030 1950 1970 1990 2010 2030 1950 1970 1990 2010 2030 1950 1970 1990 2010 2030
—— Top 10% = 5th-9th Decile —— Bottom 50% —— Top 10% = 5th-9th Decile =—— Bottom 50%
10 MARKET VALUE 5 INTANGIBLE ASSETS 10 MARKET VALUE 5 INTANGIBLE ASSETS
percent ratio A4 percent ratio
s 35 30 4 | 3.8
1.6 ’ 14
" Jos os| 3| Defence& TPy 3| Food&
! Aerospace 21 0.5 Food & Beverage 24
2+ 2 Beverage t
01 02 Defence&m 04 o g 2
0. Aerospace 0.01 0.9
1 os 1t
0.3 0.
0.01 0 0.01 0
1950 1970 1990 2010 2030 1950 1970 1990 2010 2030 1950 1970 1990 2010 2030 1950 1970 1990 2010 2030
25 PROFIT MARGINS 06 FINANCIALIZATION 12 PROFIT MARGINS 14 FINANCIALIZATION
20 : 3 : By 13
20 | percent ratio 05 percent Hoavy 12 ratio
15 107 i 04 8 s 1 Heavy 0
-120 04 n - Industry 6 4|
10 | 1950 2020 FZ‘::I:'L 6.8 ool 08 Industry
4 .
5 9':: . 5.1 02 03 Mining 06 [0.5
o | Fossi 2 0.4
Fuels & 0.1 0 i 05 »
-5 [ Mining %2 04 9 02
-10 0 ‘ -4 0
1950 1970 1990 2010 2030 1950 1970 1990 2010 2030 1950 1970 1990 2010 2030 1950 1970 1990 2010 2030
= Top 10% = 5th-9th Decile = Bottom 50% = Top 10% = 5th-9th Decile =—— Bottom 50%
MARKET VALUE 05 INTANGIBLE ASSETS MARKET VALUE 24 INTANGIBLE ASSETS
10 tic 10 tic
3gercent 7.2 oa | ratio Fossil Fuels ngrcent ol ratio s
3. 18 & Mining ; '/\’___,_..%_% 16 | Heavy 17
1 03 1 é'\/-' o Industry
0. 01| o2 [02 0.2 0_5'.\/-”,0.3 12 1.3
0.1 | Fossil ’ ’ 04 b 08 |
0.1 Heavy 03
Fu'el's& 01 Toq Industry 04
Mining 0.1
0.01 0 0.01 0
1950 1970 1990 2010 2030 1950 1970 1990 2010 2030 1950 1970 1990 2010 2030 1950 1970 1990 2010 2030

Figure 7. Rentierization and intangible accumulation for US firms by sector.
Source: Compustat and Peters and Taylor Total Q Series through WRDS.

Note: Each data point captures the average value in a ten -year window.
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Figure 7. Continued.
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Figure 8. Summary of changes of top 10% firms over the last six decades.
Source: Authors’ elaboration.
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Figure 9. Summary of changes of firms in the fifth to ninth deciles over the last six decades.

Source: Authors’ elaboration.
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Figure 10. Summary of changes of firms in the bottom 50% over the last six decades.

Source: Authors’ elaboration.

generally by the 2010s the gap between the profit margins of the top 10% and the bottom
50% for every sector was higher than in any of the six previous decades. In fact, in the
1950s, the difference in the profit margins of the largest and smallest firms was relatively
minor. While it is true that the sample for that decade is smaller than in the following deca-

des (see Table A3 in the Supplementary material), the minor differences in the 1950s are il-

lustrative of the fact that the largest firms tended to pursue expansion via diversification

and horizontal and vertical integration rather than profit maximization (Chandler, 1990);

and that in recent decades there has been a significant polarization in the profitability of

large and small firms in the USA.

Overall, we find that the sectors can now be differentiated in two main groups. The first

group comprises sectors where the largest firms tend to be significantly more profitable and

financialized than smaller firms in the same sector, but less intangible-intensive. The dispar-

ity in profit margins is particularly pronounced in the pharmaceutical and tech sectors, as
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there is an extraordinary concentration of profits for the largest companies, and a displace-
ment of costs and risks on smaller, more intangible-intensive firms that undertake a large
portion of R&D. Given the scale of the profit margin declines for the smaller groups, we
created inserts so that the declines could be captured at the appropriate axis scale. Similar
but much less pronounced dynamics between large and smaller firms are at play among re-
tail as well as apparel and footwear companies. The second group comprises hospitality,
food and beverage, defence, heavy industry and extractive sectors in which—like the sectors
of the first group—the largest firms tend to be significantly more profitable and financialized
than smaller firms in the sector, but—unlike the sectors in the first group—more
intangible-intensive.

In the first group, the outsourcing by large companies of risky R&D activities appears to
be particularly prominent, especially for pharma and tech companies—while for the smaller
apparel and footwear and retail firms, the need to pursue brand-building and innovative de-
sign in already saturated markets raises their intangible intensity relative to their large coun-
terparts (Soener, 2015; Rabinovich 2023). And in the second group, the extensive use of
franchising by the largest hospitality companies and the widespread outsourcing of tangible
production by the largest firms in heavy industry, defence and the food and beverage sector
are predominant practices—thus raising the intangible intensity of the largest firms in these
sectors relative to their smaller counterparts (see Schwartz, 2022). This leaves us with one
special case: the automotive sector. The auto sector is distinguished by the fact that—unlike
all other sectors in this study—its largest firms have lower payout-to-investment ratios then
their smaller counterparts. This suggests that despite the rise of buyer-driven value chains
characterized by the dispersion of tangible production activities to myriad suppliers, the au-
tomotive sector remains primarily structured by producer-driven chains led by capital-
intensive companies for which the outsourcing of core final assembly activities is limited
(Sturgeon et al., 2008).

How do we piece the data together and reconstruct our findings along the lines of our
conceptual framework regarding rentierization and intellectual monopolization? Figures 8—
10 display in colour-coded fashion whether firms within each sector and size grouping rose
or fell along the parameters of interest—profit margins, financial payouts relative to capital
investment, market capitalization relative to GDP and intangible intensity—for each decade
compared to the last. Blue cells register an increase in terms of the parameter in question,
and red cells register a fall. The only exception to this procedure is for profit margins: wher-
ever the profit margin is negative it is colour coded red irrespective of the direction of
change. For ease of identification, where companies on average exhibit an increase in both
profitability and financial payouts relative to capital investment they are coloured in light
turquoise to indicate rentierization, where they exhibit increased intangible intensity and
market value relative to GDP, the two cells for these parameters are coloured in light blue
to indicate intangible accumulation, and where they exhibit increases in all four parameters,
all four cells are shaded in a darker blue to indicate intellectual monopolization.

The figures show that before the 1980s, only the top 10% of pharma companies exhib-
ited sustained tendencies towards intellectual monopolization according to our heuristic.
But since this decade, intellectual monopolization has become relatively widespread in the
USA. However, it is concentrated among the top 10% of companies. Perhaps surprisingly,
the top 10% of tech firms only accord to our heuristic of intellectual monopolization in the
2010s. The late showing of these firms as ascendent intellectual monopolists largely derives
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from not only the dot-com crash in the early 2000s but also other developments in that de-
cade which eroded profit margins. These include the continued commoditization of PCs
and PC components, and competition from what were more successful lead firms from
abroad such as Nokia and Research in Motion (the maker of BlackBerry). Trends within
the tech sector abruptly shifted with the rapid expansion of platforms and social media in
the late 2000s. This set in train dynamics around data centralization and growing network
effects which propelled some of the largest US tech companies to the apex of the corporate
hierarchy (Durand and Milberg, 2020; Birch et al., 2021).

5. The macro-economic implications of variegated intellectual
monopolization

As we emphasized at the beginning of this article, scholarship on rentieriship and intellec-
tual monopolization has been invaluable in addressing a central puzzle within the literature
on firm-level financialization: the coincidence of low capital investment and high profitabil-
ity within high-income countries. We contend that the framework we develop allows us to
empirically specify the mechanisms behind the profit-investment gap within high-income
countries such as the USA. Table 1 summarizes some of the main findings of our analysis.
The tangible-intensive sectors that were central to the social compact that emerged in the
USA in the post-war period—automotives and heavy industry—are the only sectors that ex-
perienced a decline in their aggregate capitalization relative to GDP in the following seven
decades. During their heyday in the mid-twentieth century, leading companies in these sec-
tors had high head counts and strong commitments to capital investment. This arrangement
was integral to the precariously balanced post-war industrial accord whereby the gains of
economic output were relatively widely shared between capital and a privileged segment of
labour through sectoral and pattern wage bargaining in which deals struck with workers
within the largest companies would redound to the benefit of workers in smaller firms
(Schwartz, 2022).

The sectors which have experienced the sharpest rise in relative capitalization—pharma
and tech—are among the most intangible-intensive. Unlike the legacy industries of the mid-
twentieth century, pharmaceutical and tech firms are much more selective in recruiting
employees with high levels of ‘human capital’ and much less focused on increasing tangible
assets and overall employee headcounts (Schwartz, 2022). This has geographical implica-
tions as tech and pharma firms chase synergies and spillovers by investing in areas where
there is already a dense agglomeration of educational, financial and social networks such as
the San Fransisco Bay Area in California, Boston-Cambridge in Massachusetts and New
York-New Jersey. These investment patterns set in train employment and house price dy-
namics that reinforce regional inequalities in wealth and income across the USA (Haskel
and Westlake, 2017, pp. 136-139). Moreover, as intangible-intensity has risen so has the
remuneration of those highly educated and well-connected individuals working in corporate
law, finance, consultancy and lobbying to help companies variously protect, leverage and
augment their intangible assets—thus further exacerbating household inequality (Pistor,
2019; Christophers, 2021).

Our analysis of the variegated dynamics of rentierization and intellectual monopoliza-
tion within sectors also has important macro-economic implications. The most highly capi-
talized sectors—pharma and tech—are marked by extremely high inter-firm inequality. The
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leading firms in these two sectors have not only managed to minimize the outflow of knowl-
edge through continuously guarding their intangible assets through patents and commercial
secrecy but also to maximize the inflow of knowledge from subordinated innovators in hier-
archically organized corporate innovation systems (Rikap, 2024). The superior capacity of
lead tech and pharma companies to absorb the benefits of the innovations of other firms
and to restrict these technological advances so that they do not benefit others is central to
intellectual monopolization dynamics today and a core element behind current trends in un-
derinvestment (Rikap, 2021). This strategy of selectively outsourcing some of the riskiest in-
tangible investments to subordinated innovators is emulated within other sectors, and it is
widely accompanied by another strategy of outsourcing some of the least profitable tangible
investments to suppliers at home and abroad. Together these practices are best understood
in terms of the processes of vertical disintegration that emerged as a consequence of financi-
alization and shareholder value norms, not just in the tech and pharma business but all the
other sectors examined in this article. During the early post-war period, inter-firm inequal-
ities were much more limited than they are now, and sectoral bargaining and state-wide
wage deals served to circumscribe the differential wage impacts of the inter-firm inequalities
that did exist. The vertical disintegration of lead companies, the erosion of the institutions
of sectoral and pattern bargaining and the polarization of profitability within sectors has in-
creased the effect of inter-firm inequalities in profit on household inequalities in wealth and
income, engendering a winner-take-most dynamic and tendencies towards stagnation
(Auvray et al., 2021; Schwartz, 2022).

6. Conclusion

In recent years, political economists have invoked rent and intellectual monopoly to diag-
nose the ills of contemporary capitalism. But the concepts have been difficult to operational-
ize using firm-level financial data. To open up new empirical vistas, we advocate a dynamic
analysis of rentierization and intellectual monopolization. Our analysis finds that, in the
USA, far from being limited to just egregious cases, rentierization and intellectual monopo-
lization have become relatively widespread. That said, the dynamics vary significantly by
sector. Trends we consider jointly sufficient to identify intellectual monopolization have
been longest-running in the pharmaceutical business. But in recent years these trends have
become similarly acute in the tech sector. We have also found that the relative intangible in-
tensity across large and smaller firms differs significantly from sector to sector, depending
on the specificities of the industry and their particular relationship to international dynam-
ics as well as government policy. While the smile curve certainly captures important dimen-
sions across supply chains that link lead firms to low-cost suppliers engaged in tangible
activities abroad, only in some sectors does the smile curve have analytical purchase in the
USA itself. In fact, we find particularly in the pharma and tech sectors—and to a lesser ex-
tent the retail and apparel and footwear sectors—that it is the smaller firms rather than in-
cumbent leaders that are most intangible-intensive.

From its very origins, capital accumulation has been predicated on the development of
boundaries that facilitate the complete exclusion of some and the incorporation of others
under conditions of subordination. The categories of rentierization and intellectual monop-
olization are useful in highlighting how these processes of enclosure—of simultaneously cut-
ting off and bringing in—are articulated in the contemporary context. What we offer is a
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set of heuristic tools to chart how such processes can be identified in firm-level financial
data. Using these heuristic tools to explore the comparative aspects of rentierization and in-
tellectual monopolization will be a vital next step in this line of research. Our analysis of
the USA can be extended to explore empirical patterns in other countries over time, across
different sectors and for firms of different sizes. To what extent have other high-income
countries experienced similar degrees of intellectual monopolization in recent years? And in
what ways do these processes interact with the wider institutional configurations of differ-
ent varieties of capitalism (Hall and Soskice, 2001; Amable et al., 2005; Landini and
Pagano, 2020)? Within the comparative political economy literature, financialization and
intangible accumulation are often seen as inimical to the traditional bank-based financial
systems found in coordinated market economies (Pagano, 2019). Charting these processes
may help us to better understand pressures for convergence towards equity-based financial
systems. These heuristic tools can also be used to analyse dynamics in the Global South,
which are fundamentally different to—yet profoundly conditioned by—the patterns of cor-

porate power in high-income countries (Jackson, 2022).
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