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Strengthening the political economy of tourism: profits,
rents and finance

Ismael Yrigoya,b

aDepartament of Geography, University of Santiago de Compostela, Santiago de Compostela, Spain;
bDepartment of Social and Economic Geography, Uppsala University, Uppsala, Sweden

ABSTRACT
The political economy of tourism has historically been a marginal-
ized paradigm within tourism studies. If the political economy of
tourism is to gain prominence within tourism studies and within
the broader political economy literature, it has to engage with
debates that are key within political economy, such as discussions
the origins of corporate profits, land rents, and the nature of tour-
ism commodities and revenues. Setting up a theoretical agenda
for a political economy of tourism around profits, rent, and
finance not only allows to re-connecting the political economy of
tourism with key debates currently taking place within the
broader political economy field, but also allows to problematize
key theoretical assumptions within political economy of tourism.
Analyzing the nature of tourism services as a commodity from a
Marxian perspective illustrates the need of a Marxian-oriented
approach to political economy in tourism, and also leads to
broader discussions about the categories of corporate profits and
land rents and the interrelations between both categories. On the
one hand, the dynamics of the tourism industry illustrates how
increasing land rent payments do not necessarily mean fewer cor-
porate profits., but on the contrary, more land rent payments
often go hand-by-hand with more corporate profits. On the other
hand, tourism exemplifies how financial revenues are dependent
also on the production of commodities and not only in the circu-
lation of capital, as several political economists have argued.

摘要

旅游政治经济学在历史上一直是旅游研究的一个边缘化的范式。
如果旅游的政治经济学在旅游研究和更广泛的政治经济学文献中
获得突出地位, 它必须参与政治经济学中关键的辩论, 如讨论企业
利润的来源, 土地租金, 以及旅游商品和收入的性质。本研究围绕
利润,租金,和金融建立的旅游政治经济学的理论议程, 不仅可以将
旅游的政治经济分析重新与更广泛的政治经济学领域的主要论争
建立关联, 还可以重新思考旅游政治经济学的主要理论假设。从
马克思主义的角度分析旅游服务作为一种商品的性质, 说明了在
旅游中以马克思主义为导向的政治经济学方法的必要性, 也导致
了关于企业利润和地租类别以及这两类之间的相互关系的更广泛
的讨论。一方面, 旅游发展的动力学表明, 土地租金的增加并不一
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定意味着企业利润的减少, 相反, 更多的地租支付往往与更多的企
业利润相伴而生。另一方面, 正如一些政治经济学家所指出的那
样, 旅游业证明了财政收入也依赖于商品的生产, 而不仅仅依赖于
资本的流通。

1. Introduction

Nearly three decades ago, Britton argued that ‘a rigorous theoretical core is required
to conceptualize the role of tourism in capitalist accumulation and its economic
dynamics’ (1991, p. 452). A relatively minor stream of scholarship within tourism fol-
lowed Britton (1991) and created a paradigm known as the political economy of tour-
ism (e.g. Bianchi, 2002; Gibson, 2019; Hazbun, 2008, Mosedale, 2010, 2018; Williams,
2004). The political economy of tourism – referred here as PET – studies the socio-eco-
nomic forces and power relations that occur within the tourism industry (Bianchi,
2018, p. 88).

In the last decades, PET has not only been invigorated by Britton’s (1991) Marxian
approach; but also, by poststructuralism, political ecology, feminism or regulation the-
ory (Cornellissen, 2010; McDowell et al., 2009; Mostafanezhad et al., 2016; Nepal &
Saarinen, 2016). Notwithstanding the key variety and importance of epistemological
frames within PET, this article uses the Marxian theoretical frame (using PET as a de
facto synonym of Marxian-leaning PET), and argues that Marxian rent theory and the
labor theory of value are particularly useful to grasp the interrelations between corpor-
ate actors and land owners/rentiers in tourism; and at the same time, analyzing such
interrelations within tourism should help to place (Marxian) PET and tourism within
the broad discussions within political economy. ‘Corporate actors’ are understood to
be in the article those agents that create revenues from tourism by providing services
to tourists which entail hiring workers. By ‘land rentiers/owners’ refers to those actors
that receive a payment by corporate actors so that the later actors can use a physical
space where tourism activity takes place. Those rentiers are usually the owners of this
physical space but not always (e.g., banks awarding a loan to a hotel corporation so
that a hotel can be built are also de facto rentiers).

The goal of this article is therefore to push forward the PET paradigm by dissecting
tourism in the light of Marxian theorization about value and rents; while at the same
time, discussing one – of multiple feasible! – specific discussion that tourism, and
therefore PET, can add to broader political economy: the distribution of tourism reve-
nues between land rents and corporate profits, and particularly, the nature of the rela-
tions between landowners and corporations. As a follow-up discussion, the article
aims to problematize the idea that financial rentiers are exclusively parasitic of the so-
called productive sector. This article is not only speaking to tourism scholars but also
illustrating to political economists the usefulness of tourism to discuss and elucidate
the nature of profits, land rents, and the relation between finance and production. In
doing so, the article exemplifies in tourism processes that are also happening in other
spheres such as housing. Indeed, the processes described in the article are part of a
wider process of so-called financialization of real estate (Aalbers, 2016). The text is
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therefore largely theoretical, but it provides some case-study based information in
order to strengthen the theoretical points. Specifically, the article refers to the hotel
corporations’ alliances that have emerged in the post-crisis context and particularly, to
how these alliances have been carried out in the tourism spot of Magaluf (Majorca).
This spot was chosen as a token case because it is one of the most significant sea and
sun tourism spots in the European context in terms of tourist beds, implementation of
large rentiers and hotel corporations, and because of its outstanding popularity as a
tourism destination.

The double goal of strengthening theoretically the Marxian approach to PET while
showing how tourism and PET can and should be at the center of political economy
discussions is unfolded as follows. First, the nature of tourism as a commodity is dis-
cussed from a Marxian perspective. Within the discussion, predominant ideas about
tourism services are problematized as they ignore the labor and the material transfor-
mations embodied in the tourism immaterial services. Explaining the expanded repro-
duction of capital is proposed as an effective alternative way to explain how tourism
revenues are created and how labor is deployed to create tourism revenues. Second,
the distinction between land rents and corporate profits within revenues is dissected,
taking into account the rather peculiar features of tourism. Using the example of
Magaluf and the widespread use of Real Estate Investment Trusts as a form of hotel
ownership globally (Whittaker, 2008), it is argued that the so-called ‘distribution con-
flict’ (Hein, 2006) between land owners/rentiers and corporations does not always
exist. Third, the contributions of tourism and of PET to political economy are spelled
out. In this regard, it is emphasized in the often-neglected fact that the ultimate
source of land rents and corporate profits is labor. This has important implications, as
it problematizes the widespread assumption in political economy – specifically in
finance studies – that there is always a distributional conflict between rentiers/owners
and corporations and that rentiers profit without producing. Moreover, tourism and
PET can contribute to PET by analyzing why and how the distributional conflict erupts
or is alleviated. Last but not least, knowing about the source of the revenues invested
by land rentiers and their relations with corporate actors is key not only to grasp how
tourism works, but also to grasp the shifting economic supranational structure. The
article concludes by summarizing the main findings and discusses the potential ways
to develop conceptually the political economy of tourism paradigm by incorporating
the central analytical category of labor.

The concept of ‘Political economy’ was firstly introduced by Antoine de Montchrestien
in 1615, who aimed to study the social relations between proletarians and capitalists as
the production process took place (Groenwegen, 2008). Indeed, as capitalism became the
hegemonic mode of production, the analysis of the social relations taking place within
production became highly relevant. French physiocrats such as François Quesnay and
Anne-Robert-Jacques-Turgot strengthened political economy by studying capitalist proc-
esses within agriculture; and the discipline continued to develop through classical thinkers
such as Adam Smith, David Ricardo or John Stuart Mill, who studied the capitalist rela-
tions within industrial societies (Steiner, 2003; Bianchi, 2018). It was however, Karl Marx
who mostly developed the field of political economy with his comprehensive dissection
of capitalism (Harvey, 1982/2006.
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As social relations within capitalism became varied and complex, so did the political
economy paradigm within tourism. As Gibson (2019, p. 2) has pointed out, ‘tourism
geographers’ engagements with critical theory have broadened and deepened’.
Mosedale (2010) identified the following main conceptual streams within Political
Economy: one which is focused on the analysis of State regulations and policy-making
which is rooted on the French regulation’ school (see Jessop, 1997 for a summary). A
second stream of political economy which is based on postmodernism and post-struc-
turalism, and is particularly interested in gender and identity issues (Gibson-Graham
et al., 2001). Last but not least, the Marxian approach to political economy which is
based on the cornerstone of Marxian thought: the labor theory of value, where Marx
explained how the socially necessary labor time used to produce a commodity is what
creates the value of this commodity, which is then realized when such commodity is
sold (Harvey, 1982/2006; Marx, 1999). This theorization of value was complemented
with other key theories on land rent or money (Harvey, 1982/2006). The differences
between the aforementioned approaches to political economy are so broad that
Barnes (2000, p. 594) has pointed out that ‘only a single common thread seems to
connect the many uses of political economy within geography: the belief that the pol-
itical and the economic are irrevocably linked’. Even if the regulation school and post-
structuralist political economy have had an impact on tourism studies (Bramwell, 2011;
Cornellissen, 2010; McDowell et al., 2009), the ‘political economy’ label in tourism stud-
ies usually refers to Marxian Political Economy (Bianchi, 2018; Mosedale, 2010).

Britton (1991) and subsequent Marxian-inspired PET have been successful in
explaining how the discourses and representations of tourism contributes to divert the
attention from the study of the economic and political relations of power in tourism
(Bianchi, 2009, 2012; Britton, 1991). In fact, studying the power relations within tourism
is particularly relevant in a context in which as Bianchi (2012, p. 54) has pointed out,
‘the renewed waves of capital accumulation stimulated by neoliberal globalization,
and the recent 2008 financial/sovereign debt crisis, are reconfiguring tourism in ways
that cultural analyses have failed to engage with, let alone explain or attempt to chal-
lenge’. However, in order to be able to illustrate how recent events in capitalism are
restructuring tourism, and in order to be able to catch up with the debates currently
taking place within political economy PET needs to have a previous conceptual base
which is yet to be developed, as Bianchi (2018) pointed out.

There are of course, multiple theoretical ways and empirical threads that can and
should be explored to grasp tourism’ restructuring dynamics. In this regard, Marxian
theory of value and rent key insights developed by Harvey (1982/2006) had or Haila
(1990); insights which could greatly strengthened the PET theoretical claims and place
PET as a vibrant source of inspiration for broader political economy. The ways by
which tourism create revenues are multiple and complex, but PET has failed to con-
ceptualize the different ways by which tourism creates revenues, and specially, how
land rents are extracted with tourism. To the best of my knowledge rent theory has
only been applied to tourism in order to explain how State actors tend to develop dif-
ferentials rents by creating policies that heavily affect the costs of land, labor and
investment (Paris et al., 2017; Richter & Steiner, 2008). What is the nature of the reve-
nues being made by tourism? This is of course, not an easy task which cannot be
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solved in one article. The next section addressed this question by dissecting the
nature of tourism as a commodity and of the revenues created by tourism.

2. Dissecting the nature of tourism and its revenues: between profits
and rents

To scrutinize how revenues – or in Marxian terminology, surplus value – are created is
the necessary first step to understand the nature of tourism as a capitalist process.
How can PET aim to ‘critically’ analyze tourism if the nature of tourism revenues is not
dissected? Only when this discussion is tackled, PET will be able to unveil the social
inequalities and contradictions underlying tourism. Moreover, current key processes in
tourism such as the process of financialization of hotel corporations and hotel assets
will be more deeply understood if the nature of tourism and its revenues is
fully grasped.

2.1. Tourism as a commodity: towards a Marxian conceptualization

Diverse authors within tourism studies have analyzed the process of commodification
linked with tourism (e.g., Chang, 1997; Clancy, 1998; Mosedale, 2006; Smith, 1994).
Watson and Kopachevsky (1994, p. 645) conceptualized tourism as an expression of
the commodification of social time for recreation. Even if, as Watson and Kopachevsky
(1994) claimed, the creation of a social need for tourism-oriented leisure is key to
understand the success of the tourism industry, the social mechanisms by which tour-
ism demand is created do not explain the nature of the tourism commodity in itself.
Watson and Kopachevsky (1994) introduce another key point: tourism commodities
may not necessarily be material, but can be immaterial ‘experiences’. In their own
words ‘the tourist pursues multiple commodities, including behavior, and experience-
as-commodities, while each in turn is regarded as a commodity’ (Watson and
Kopachevsky, 1994, p. 644). Watson and Kopachevsky (1994) interpretation of tourism
as an ‘experienced’ commodity is rooted in MacPherson (1976) attempts to surpass
Marxian theorization of value.

Indeed, MacCannell (1976, p. 11) explicitly rejects the Marxian understanding of a
commodity: ‘As new species of commodities appear in the modern world, and as the
fundamental nature of the commodity changes (for example, from a pair of pants to a
packaged vacation; from a piece of work to a piece of no-work), Marx’s deduction
must be repeated’. Following his explicit rejection of a Marxian understanding of com-
modity, tourism scholars have followed MacCanell’s (1976) approach and thus, have
tended to ignore Marxian understandings of a commodity, considering tourism experi-
ences to be different categories than manufactured commodities. The following sen-
tence by Watson and Kopachevsky (1994, p. 647) better makes the point: ‘according
to MacCannell, all tourism attractions are cultural experiences. As culture commodi-
tized, the value of such experiences has nothing to do with Marx’s labor theory of
value, but rather is a function of the quantity and quality of experience they promise’.

The problematization – or rejection – of the Marxian conception of what a com-
modity is has not only happened within the sphere of tourism studies: as with the
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end of Fordism, capitalist economy tended to rely more on services rather than manu-
factured goods, economists questioned the utility of this Marxian categorization (Ball,
1977). Yet post-industrial theorists in tourism and elsewhere were rebuked by Marxian
scholarship. Walker (1985) and Tregenna (2011) emphasized that what is important is
not what is produced – a material commodity or an immaterial service-, but how is
being produced and who is producing it. Therefore, and to fend off against
MacPherson (1976) critique, PET scholarship should stress that no matter if the tourism
commodity is lived, experienced or perceived; if it is labelled as a service or immaterial
commodity – at the end, a monetary exchange is being carried out as the tourism
commodity is produced and sold: a surplus value is therefore being created, and in
this sense, a tourism commodity/service is equivalent to any other service or commod-
ity being created and traded.

Indeed, cultural/post-industrial explanations of tourism as a commodity need to be
problematized by PET insofar as the ability to produce tourism experiences is based
on the production of commodities by labor. Post-industrial understandings of tourism
as a commodity also need to be problematized because the commodification of tour-
ism goes beyond tourism experiences (such as city-seeing, laying on the beach and
the like), and encompasses another key aspect: the built environment. In order to
understand why the built environment is key in the creation of tourism as a commod-
ity, the expanded circulation of capital within tourism needs to be fully grasped. And
within the built environment, an additional concept needs to be taken into account:
land rents.

2.2. The expanded circulation of capital through tourism

How then are revenues created from tourism? The Marxian theory of value explains
the process of revenues’ creation in three steps. The first step consists in a myriad of
actors investing an initial amount of money (M) in acquiring all necessary elements in
order to produce a commodity, in this case, a tourism commodity. Key elements such
as machinery, tools, raw materials are always needed to produce a commodity. In the
case of tourism, the raw material is land itself: – a landscape that has to be trans-
formed to conform to a tourist gaze, or an undeveloped land where tourism amenities
need to be transformed.

A plot of land is transformed by labor force with the use of machinery and tools
into a commodity (C), in this case a tourism spot. In a way, tourism commodities
are as other commodities: machinery, raw materials and labor force are needed to
create any commodity. But tourism commodities have their own unique features:
tourism experiences tend to depend on particular locations in ways that other com-
modities (such as cellphones or laptops) are not. For instance, ski and sea and sun
tourism requires of certain climatic (snow/sun) and geomorphologic conditions
(mountain slope/beach shores) in order to exist. Indeed, the physical space where
tourism takes place is a key component of the broader tourism commodity. Tourism
spaces are converted into commodities in the following interrelated ways. First, the
spaces where tourism activities take place, are, in most cases, physically transformed
in order to be converted into a tourism commodity. In the case of ski and sea and
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sun tourism, beaches or mountain slopes are actually altered in order to convert
them into attractive tourism destinations (Obiol Menero, 2003; Rixen & Rolando,
2013). Only once this transformation carried out by machinery used by labor has
taking place, the space becomes commodified and tourists can make use of these
spaces in a touristic way, and tourism revenues can be created. As Young and
Markham (2020, pp. 282–283) put it ‘even use values that are “experiential” (e.g.,
sightseeing, spectacles) still require what is often a vast materiality that is trans-
formative of the built environment’. Second, revenues within a commodified tour-
ism space – a ‘destination’ in the industry jargon – are obtained via the sale of
specific services or tourism amenities to tourists. For instance, the value of a com-
modified sea and sun resort is realized when a ticket for an amusement park; an
excursion, or a hammock service is sold to a tourist. These services are happening
in a touristic spot and not in other random pots precisely because particular spots
have been previously produced as tourist spots. Third, ‘immaterial’ tourism services
and broadly commodified tourism spaces are critically in need of the production of
another key element: a place where the tourist can spend the night, which is actu-
ally where the bulk of the value of a tourism commodity is realized when tourists
do spend their nights out of home (e.g., hotels, campings, apartments, housing). A
transformation of undeveloped land in order to produce a built environment (or
landscape in the case of campings) so that tourists can spend their nights there
needs to take place. And in order to produce revenues via overnight stays, a con-
stant deployment of workforce (in the form of hotel maids, restaurant chefs, hotel
receptionists and the like) is required in order to run these establishments.

Once the tourism commodities and services are produced, their value is realized
when the commodity is sold to the final user, a tourist. The investment initially carried
out (M) in order to physically transform tourism spaces and create the required infra-
structures to produce a tourism commodity (C) is recovered once these commodities
are sold (in the form of overnight stays, travel flights, restaurant spending, tourism
amenities and so on) to tourists. Moreover, there is a close relation between the
immaterial service provided in a tourism destination and the underlying physical com-
modification of a tourism space that go beyond the immaterial service need of previ-
ous material alterations of the landscape (Young & Markham, 2020). Indeed, the value
of a commodified tourism space is realized then when these immaterial services are
sold to tourists. For instance, when a hammock service is sold, the revenues created
go to the hammock manager, who has to pay a share of its revenues to the local gov-
ernment, which has paid for the physical alterations of the beach and for tourism pro-
motion so that tourists decided to go to this particular commodified tourism space.
Note here that the hammock provider needs to pay for the costs of providing the
hammock service and the costs of producing the beach where the hammock is situ-
ated. Marxian theory argues that in normal conditions, not only the initial investment
(in producing a tourism space) is recovered, but also an extra amount of money,
which is usually referred as surplus value (M’) has been created by labor (Harvey,
1982/2006). Once these revenues are created, the corporation has to use the revenues
to pay state actors (taxes) or landowners (land rents) and keeps part of the surplus as
corporate profits.
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The rather banal example of the hammock service shows a more complex theoret-
ical discussion within the expanded reproduction of capital in tourism: the difference
between corporate profits and land rents and the deep interrelation between these
two types of revenues.

3. Unpacking tourism revenues: the conceptual interrelations between
categories of land rents and corporate profits

The dialectical relation between the materiality of the physical space and the imma-
teriality of services also exists in hotels. In the latter case, the price that a tourist has
paid for an overnight stay in a hotel is determined by the services of the hotel (the
immaterial services created by present labor in a particular hotel such as client atten-
tion at front desk, room service and the like), and by the physical features of the hotel
(e.g., quality of the bed, room surface), this is, the past labor and raw materials spent
in the construction of that hotel. A closer look at the origin of tourism revenues
unveils the different types of land rents that are extracted from hotels and its relation
with hotel corporations’ profits.

3.1. Hotels’ revenues: land rents and corporate profits at the same time

At a first glance, the distinction between corporate profit and land rent is a clear and
straightforward one, also in the case of tourism commodities. Recall here that corpor-
ate profits are the share of revenues created when a commodity is sold (such as a ser-
vice to a tourist) that remain in hands of corporations once all other expenses have
been taken into account. Land rents are the payments that are carried out from the
corporations to landowners for the right to use (and physically alter) land and the
built environment that sits on this land (Haila, 1990). In the case of hotels, Land rents
encompass on the one hand, the payment that a hotel company has to do – in con-
cept of rental payment – to the building owner in order to be able to use the hotel,
and on the other hand the amount that the hotel owner has to provide to creditors in
order to pay a mortgage for the construction costs and/or for the costs of acquiring
the land where the hotel is built (Yrigoy, 2015). But, the price of land, and therefore,
the land rents that have been extracted may greatly vary depending on the attributes
of land where the hotel sits, and of the hotel itself.

Indeed, the price of an overnight stay (the money that a tourist has to pay in
exchange for a hotel room) reflects the labor deployed to provide immaterial services,
the cost (in raw materials and labor cost) of the built environment, but it also reflects
the price of land, that is, the cost that the developers had to assume in order to
acquire the plot of land where the hotel was later built. The price of land is usually
affected by location (Marx, 1999, ch. 46; Smith, 1979), but in the case of tourism-ori-
ented land, it is also influenced by the so-called tourist gaze, that is, the features that
make a particular plot of land more attractive for tourism activity under a tourist per-
spective (Urry, 1990). For instance, the cost of undeveloped land for a touristic use
that has views to natural landscapes such as a river, a beach or a mountain tend to
be more expensive than a similar plot of land without such views. In sum, location,
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the tourist gaze and other elements may alter considerably the prices of land, thus
the cost of the built environment, and therefore these elements may alter the price
the tourist pays for an overnight stay. As Marx also pointed out, it may occur that the
prices of land increase as the mass of profits extracted from that land increase, but
due to the complexity of factors impacting the prices of land, it commonly happens
that the prices of land increase even if the mass of rents extracted from this land
decrease (Marx, 1999, ch. 46). Land rents are therefore a key component of the circula-
tion of capital within tourism, and are at the same time, very closely related to the
production of commodified tourism spaces.

Marxian categorization of rents is helpful to understand why the land rents
extracted from the built environment tend to vary. On the one hand, Marx estab-
lished the category of absolute rent to illustrate the earnings of agricultural produc-
tion minus the investment costs in agriculture (Ball, 1977; Harvey, 1982/2006). Within
hotels, absolute rents refer to those land rents extracted when hotel managers pay
to acquire land to build a hotel or to rent a hotel that has been already built. But as
stated above, the price may vary on plots of land/hotels that have the same surface
and similar attributes. When explaining rents, Marx established the category of differ-
ential rent to denote precisely how prices (and rents) change in plots of land that
are apparently the same: for instance, Marx talked about differential rents when agri-
culture productivity shifts as the fertility of soil changes (Harvey 1982/2006). In the
case of tourism, and not least, of hotel corporations, location is a source of differen-
tial rent: the closest to a tourism amenity, the better views a hotel has, the most
rents can be extracted from that hotel. But as it will be argued in the next section,
there are also other forms of creating differential rents: hotels owners operating as
Real Estate investment trusts may increase their rents by avoiding taxation; or by
carrying out business strategies that can allow to both increase rents for landowners
and corporate profits for hotel companies. A tourist pays for accommodation based
on two variables: on the one hand, based on the specific location where the accom-
modation is located (for example: proximity to tourist attraction, popularity of the
tourism destination) and also depending on the specific features of each accommo-
dation (hotel category, beds, television, presence of swimming pool). Conceptually,
part of these payments that a tourist make are land rents in the sense that are des-
tined to cover the costs that the hotel manager had in order to use a plot of land
and the built environment that sits on it. Through tourist payments, the hotel man-
ager has to pay for the (absolute and differential) land rents. But at the same time,
tourists are paying for services that are part of the tourism experience: there is labor
working on cleaning rooms, patrolling hotels’ installations, carrying out leisure activ-
ities and so on. These services are sold by hotel corporations and produced by what
Marx (1999) would define as productive labor in the sense that this productive labor
produces a surplus value which is then appropriated by the hotel corporation in the
form of corporate profits. Recall here that by paying for an overnight stay, the tourist
is also paying for a tourism service/commodity. Such an intertwining between pay-
ments for a commodity/service and payment for the use of land and the built envir-
onment is not exclusive of hotels, but rather common in the so-called service sector:
for instance, when going to a movie theater, the spectator pays for the services
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provided in the movie, but also for the land rents that the theater manager has to
pay to rent the building.

In any case, the entangled double nature of the surplus value produced from
tourist accommodation – profits as well as land rents – has more profound theoret-
ical reverberations for political economy that will be addressed in the upcom-
ing sections.

3.2. Hotel revenue distribution’ between hoteliers and landowners

The creation of revenues in tourism has another aspect which needs to be addressed
– especially in the context of tourism and hotel corporations-, which is the
‘distributional conflict’ of revenues between corporate profits and land rents (Ball,
1985; Marx, 1999). This means, a potential conflict between those corporate agents
who are the ones in charge of producing commodities and/or services (referred here
as productive actors) and those who receive land rent payments (referred here as land
rentiers); or in the case of tourism, a distribution between the revenues created by
hotel corporations and the revenues taken over by those actors owning hotels (Bader
& Lababedi, 2007; Harvey, 1982/2006). Marx clearly pointed out to the nature of
this conflict:

One of the few issues where virtually all political economists of different traditions
agree, from Ricardo to Piketty, to Hudson or Harvey, is that the relation between land
rentiers and productive actors is tense due to the conflicts in the distribution of reve-
nues, as it is usually assumed that land rentiers are unfairly ‘appropriating’ a share of
revenues that has been created by productive actors. Marx went as far as claiming
that there was a ‘class war’ between land rentiers and productive actors (Harvey,
1982/2006). In Marx (1999, p. 429) own words: ‘the landlord, who does nothing at all
for the improvement of the land, also expropriates his [capitalist] small capital: This is
precisely what a usurer would do under similar circumstances, with just the difference
that the usurer would at least risk his own capital in the operation’. More recently,
Hudson has claimed that land rents are the ‘free lunch’ (2012, p. 140) which symbolize
the return of the ‘neorentist feudal power’ (2012, p. 203). Harvey has argued (2014, p.
244) that ‘what is now so striking is the increasing power of the unproductive and
parasitic rentiers, not simply the owners of land and all the resources that reside
therein, but the owners of assets, [and] the all-powerful bondholders.

Yet the empirical reality of post-crisis relations between land rentiers (mostly finan-
cial corporations) and hotel corporations in countries highly dependent on tourism
and heavily impacted by the economic crisis such as Spain illustrates not necessarily a
parasitic relation, but a win-win relationship between both actors. After the 2008 eco-
nomic crisis, Spanish Banks were facing a paramount debt which triggered a domino
effect in the hotel sector (Yrigoy, 2018). Cornered by macroprudential regulations aim-
ing to deleverage banks from its paramount liabilities, Spanish banks progressively –
reduced their exposure to the real estate market, including hotel assets (Carb�o, 2009;
Garc�ıa-Montalvo, 2014). For hotel corporations, this meant that their debts had to be
repaid as quickly as possible, but repaying debts was enormously challenging as the
profits being obtained from hotel assets were, in most cases, simply not enough to
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repay their outstanding debts (Yrigoy, 2016, 2018). The solution envisaged by larger
Spanish hotel corporations was to develop an alliance with financial corporations by
which the later actors acquired hotel assets previously held by hotel corporations,
which were leased back to former hotel owners (Yrigoy, 2016). In fact, e4.8 billion
were spent only in 2018 by financial corporations acquiring hotel assets in Spain to be
rented back to hotel corporations (Ortega, 2019).

Sale of hotels from hotel to financial corporations in order to relieve the former
actors’ debt burden implied not only the blossoming of land rent payments from hotel
to financial corporations, but remarkably, also meant the increase in the profits being
made from hotel assets. The case of the post-crisis relations between hotel and finan-
cial corporations currently taking place in the renowned tourism spot of Magaluf
(Majorca) can better make the point. Magaluf is a highly illustrative case of the wider
dynamics between hotel corporations and land rentiers, as itis a spot that at the same
time attracts a large number of tourists and is one of the key tourist destinations for
the largest Spanish hotel company: Meli�a (Yrigoy, 2015).

In Magaluf, hotels were sold from Meli�a to diverse financial corporations who then
rented back the hotels to Meli�a (Meli�a, 2018). This progressive financial takeover of
hotel assets and Meli�a’s need to pay land rents to financial corporations did not imply
a decrease in the profits being made from hotels by Meli�a, but on the contrary, it
meant an increase in hotel profits and the land rents extracted from hotels. How could
at the same time, profits and land rents be increased from Magaluf’s hotels? The first
step consisted in a full refurbishment and/or re-construction of hotel buildings (Mota,
2018). Interestingly enough, as part of the sale-and-lease back agreement between
financial and hotel corporations, new financial landowners were required to carry out
a refurbishment of hotel assets (Alimarket, 2018). Through these structural – and labor
intensive – refurbishment agreements, the category of hotels increased, thus the pri-
ces of overnight stays, and eventually, the revenues being made by hotels once re-
opened. Specifically, in those hotels acquired by financial corporations, refurbished
and rented back to Meli�a, revenues increased by a 66% between 2011 (pre-refurbish-
ment) and 2015 (post-refurbishment) (Meli�a, 2018, p. 42). This increase in revenues
contrast with the overall 27% increase that Meli�a made in the 2011–2015 period and
the overall 31,78% increase in revenues achieved by Meli�a between 2001 and 2005
(Meli�a, 2005, 2015). In the sale-and-lease back agreements signed in Spanish tourism
spots such as Magaluf, the hotel corporation has to pay a low fixed threshold of rent,
and a variable amount depending on the revenue each hotel made (Yrigoy, 2018). The
more revenues a hotel makes, the more profits the hotel company receives and more
rents are paid to the landowner.

Parallelly to the sale-and-lease back corporate profits-land rents relationship exem-
plified by Magaluf, the widespread use of real Estate Investment trusts (REITs) has his-
torically maximized the corporate profits and land rents extracted from hotels (Eyster,
1997; Liu, 2010). REITs are companies that pay virtually no taxes, but their income
stream is paid in the form of dividends to shareholders. In the case of hotels, the REIT
formula is a key example of the win-win relation established between land rentiers
and hotel managers: REITs are able to increase their revenues not only by a differential
rent boosted via tax payment decrease, but also by an increase in the absolute rents
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extracted from hotels in the same way as in the case of Magaluf. Indeed, REITs also
increase the payments that receive from hotels when hotel managers increase their
profits (Mooradian & Yang, 2001; Oak & Dalbor, 2008).

The example of Magaluf, and more generally, of the sale-and lease back operations
and the popularization of REIT as a form of hotel ownership illustrates a key theoret-
ical point: in the realm of tourism, an increase in the amount of land rents extracted
from hotel assets does not necessarily imply a decrease in the amount of profits for
productive companies (in this case, a hotel corporation). On the contrary, an increase
in land rents, particularly those land rents grabbed by financial actors, can also imply
an increase in the profits being obtained from hotel assets by productive actors.

This straightforward point can have important theoretical implications for political
economy: are land rents not productive at all? Can we consider land rentiers, and par-
ticularly financial actors to be only parasitic and ‘stealing’ revenues from productive
actors? By responding these key questions – and other important questions recently
addressed by authors such as Gibson (2019) or Young and Markham (2020) – that
arise from the tourism industry, PET can, and should engage with vivid debates cur-
rently taking place within the realm of political economy. The next section analyzes
how, following the issues raised in this section, PET could engage with broader polit-
ical economy.

4. Contributions from PET to political economy: understanding the
broader implications of the rentiers-corporation relations

PET contributions to the nature of tourism revenues and the rentier relations taking
place in touristic spots such as Magaluf hints at two broader key discussions within
political economy where PET can potentially engage with: the discussions about the
nature of profits and rents and about the nature of financial revenues.

At a first glance, the distinction between corporate profits and land rents is crystal
clear. As Harvey (1982/2006, p. 61) has put it, ‘the theory of surplus value explains the
origin of profit in the exploitation of labor within the confines of the production pro-
cess’. Profit exists because a surplus is generated as a commodity is produced, and
commodities are, by definition, produced by labor. Capitalist profits exists therefore
because labor is deployed in the production of commodities (Harvey, 1982/2006). At a
first glance, land rent payments are, in principle, independent from labor: as land rents
are the payments that are carried out in order to have access to land (and the built
environment sitting on it), no labor is needed to carry out such payment (Harvey,
1982/2006; Haila, 1990).

But as stated above, corporate profit and land rent are intrinsically related, as the
tourism industry illustrates. Indeed, hotel-based land rents are directly dependent on
profits: the existence of land rents in tourism areas, depends on the very existence of
corporate profits (Yrigoy, 2018). Hotel corporations, and not least the tourism industry,
illustrates a key point in Harvey’s (1982/2006, p. 368) theorization of land rents: that
land rentiers perform a ‘coordinative’ role in the production process by pushing
‘surplus value production on a scale and with an intensity that might not otherwise
occur. In so doing, of course, they condemn future labor to ever-increasing levels of

12 I. YRIGOY



exploitation in the name of the land itself’ (1982, p. 368). To put it in other words, the
more labor is used in the production of commodities, the more land rents are
extracted from the built environment.

A Marxian approach to PET can therefore contribute to political economy by dis-
secting the coordinative role of land rentiers in enhancing corporation profits. At the
same time, by showing the close interrelation between land rents and corporate prof-
its, one can easily address another point raised by Ricardo, and not least by Marx,
about the nature of both land rents and corporate profits. Reflecting on Ricardo and
his influence on Marxian thought, Sotiropoulos et al. (2013, p. 10) have claimed that
‘both capitalist profit and ground rent have the same social nature: deductions from
expended labor to the benefit of an economic agent external to the production pro-
cess’. These external agents are capitalists and rentiers who appropriate – either in the
form of profit or rent the surplus value being produced by labor. As Sotiropoulos
et al. (2013, p. 10) put it, ‘the social base of both profit and rent remains apparently
the same: the expropriation of labor. Neither does the landowner nor the capitalist
make any “real” contribution to the production process’. No matter in which step of
the production of a tourist commodity – creating a new landscape, building tourism
infrastructure, promoting a tourism destination or providing a leisure service – the
ones who are producing such a commodity are workers. Following the conceptualiza-
tion by Sotiropoulos et al. (2013), it could be argued that profits are yet another form
of absolute rent which denotes a monopoly over the means of production and not
over land.

If both land rents and corporate profits come from labor, why distinguish both cat-
egories? The conceptual division between corporate profits and land rents illustrates
who the actors are and which the mechanisms are by which the owners of the means
of production and the physical space where a commodity is produced get revenues.
Such a distinction is vital to understand the nature of the relation between both types
of actors grasped by Harvey (1982/2006). In these regards, the current ‘win-win’ rela-
tion in the distribution of revenues between hotel corporations and rentiers within
tourism is a type of relation considered by recent literature, who consider rentiers, and
especially financial actors (such as hedge funds or banks) as parasitic (Barba & de Vivo,
2012; Lapavitsas, 2009, 2013). The parasitic idea is not new in political economy:
Ricardo, Smith, Veblen or Proudhon insisted on this idea since the 19th century. Yet
what the aforementioned case of Magaluf illustrates how PET could contribute to
revive an old debate which should be alive today: when is the extraction of land rents
always parasitic? – and when not? In the late 19th century and early 20th century, this
question was very much discussed by political economists: against those who argued
that there could be an increase of rents at the same time as profits, key political econ-
omists such Veblen or Proudhon, amongst others criticized the idea (Veblen, 1997).
Yet what tourism, and a Marxian-leaning PET should analyze when and how, rent pay-
ments imply less share of corporate profits.

There are multiple factors that need to be explored so that the rentier-corporate
relation can be fully grasped. For instance, in the case of tourism – as so many other
industries – interest rates may be a key element to understand if the rentiership rela-
tion is symbiotic – or not. Keynes showed how in context of high interest rates,
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rentiers tended to be essentially parasitic of corporations, as a large sum of corporate
profits go to pay interests, which are a form of land rents (Dillard, 1942). On the con-
trary, it is in moments such as in the present low interest rates environment, when it
is in the best interest of land rentiers to increase the revenues created by corporations
so that they can increase the land rents they extract.

Such a distinction between profits and rents allows to carry out an analytical
exploration of the origins of the money used by corporations and rentiers and thus it
connects the shifts in a specific economic sector (such as tourism) with broader issues
in the evolution of national or global economies. For instance, the origins of the
money invested by hotel corporations which now make revenues from selling over-
night stays in Magaluf came mainly from credits from public banking, reinvestments
from large agricultural and trade companies and even from smuggling sectors, in a
moment when Francoist Spain was shifting from an agricultural-based to a service-
based country (Murray, 2012). Nowadays, finance capital extracting land rents in spots
such as Magaluf are able to acquire such hotels with money originating in anti-crisis
central banks’ monetary policies and pension funds’ investments (Koijen et al., 2017;
Yrigoy, 2018). The different origins of the money invested in Magaluf in the 1960s and
the 2010s illustrate key economic shifts that go well beyond tourism and this specific
case study. Indeed, analyzing the origins of the investment into an economic sector
and the evolving relations between corporations and land rentiers is a way to grasp
how the structural shifts in economy impacts the ways by which a specific industry
creates revenues and also helps to better understand the structural shifts of the econ-
omy itself.

Last but not least, the study of the corporate – land rentier relation under a polit-
ical economy of tourism perspective can also be very helpful when engaging with the
debates about the – supposedly de-attached from production – capital circulation car-
ried out by financial actors (Lapavitsas, 2009, 2013). The idea that financial actors are
reaping revenues without any attachment to productive sector has to be framed in
context when financial actors such as hedge funds have gained dominance over land-
ownership (Gunnoe, 2014; Kaika & Ruggiero, 2016). In Gunnoe’s (2014, p. 480) words,
one of the main results of so-called financialization has been the blossoming of a
‘neorentier society based on an unprecedented integration between finance capital
and landownership’. In this regard, the post-crisis booms in the extraction of land
rents from tourism-based revenues such as overnight stays are rooted in the increas-
ing dominance of financial actors over tourism corporations and hotel assets (Yrigoy,
2016, 2018). In the Spanish context, Blackstone – a US based financial corporation –
has acquired thousands of hotels and thus has become the largest hotel landowner
(Rey et al., 2018).

Interestingly enough, the conceptualization of financial actors as land rentiers car-
ried out by key political economists such as Hudson (2012), or Lapavitsas (2009) is
constructed on the assumption of a complete divorce between the sphere of the reve-
nues obtained in the production process and the land rents obtained by financial
actors. The aforementioned authors theorize the presumed separation between the
production process, which follows the process of expanded reproduction of capital
envisaged by Marx (M-C-M’) to another way of revenue-making pursued by financial

14 I. YRIGOY



actors which would be only centered in the sphere of circulation, without involving
the production of any commodities (M-M’). Via financial engineering instruments such
as the issuance of bonds or interest payment rates financial actors would be able to
create revenues without any interaction whatsoever with the production process
(Hudson, 2012; Lapavitsas, 2009). In Hudson’s own words (2012, p. 21), ‘Money is
made not by what Marx described as making money (M) to hire labor to produce
commodities (C) to sell at a markup (M’) but by avoiding the production process
altogether by M–M’, making money work’.

Such a conceptualization hints at the contradictions of Marxian approach to finan-
cial capital. On the one hand, Marx (1999, p. 419) claimed that finance capital ‘exploits
a given mode of production. It does not create it, but is related to it outwardly’
(emphasis added). But on the other hand, Marxian theorization, as well as other key
political economist schools such as the Ricardian – do not conceive the creation of
revenues just in the sphere of circulation. Revenues exists as long as surplus value
exist, and surplus value is the difference between the value of a commodity once pro-
duced by labor minus the costs of producing such a commodity, a difference that is
created by labor (Harvey, 1982/2006). If a surplus value cannot be created without
labor being exploited; revenues cannot be created just by circulating capital smoothly.
Here, tourism provides very clear empirical examples which help to fully understand
this point: all the financial engineering/land rentiership strategies carried out by finan-
cial actors in Magaluf is ultimately dependent on labor.

In some way, Lapavitsas (2009) recognizes the importance of labor in the profits
being created by finance in the following statement (which is somewhat contradictory
with the M-M’ thesis). Indeed, Lapavitsas has argued that financial revenues are related
with labor as ‘Extracting financial profit directly out of the personal income of workers
and others has acquired considerable importance. This may be called financial expro-
priation’. But what tourism show is that, the financial actors and its strategies of
obtaining revenues – either in the form of land rents or through any other mechanism
– are fully and directly dependent on labor. Indeed, the increase in hotel assets’ per-
formance, that is, the hotels were labor is more intensively deployed will more likely
be acquired by financial corporations, as the land rents extracted from hotels will be
larger in profitable hotels (Yrigoy, 2018). Or in the Magaluf case, the process of financi-
alization of hotels is successful as long as labor is successfully deployed in refurbishing
hotels. Financial actors are not disengaged from the production process and form
labor exploitation, but on the contrary, are fully dependent on production and on
labor exploitation. This is an interesting idea by which PET can actually contribute to
broader discussions in political economy.

5. Concluding remarks

Why should a tourism researcher choose a PET paradigm instead of a more main-
stream one, even if the latter one has arguably been more prolific empirically? The
paper has hopefully proved how a political economy approach is able to dissect theor-
etically the nature of tourism in a profound and compelling way. Theoretical discus-
sions are the basis to strengthen, enrich and widen the political positioning of
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academic research towards tourism. Indeed, one of the main differences between PET
and other paradigms within tourism is its determined critical engagement. If most of
tourism’ scholarship tends to have a neutral and apolitical stance towards the tourism
phenomenon, this is not the case of PET scholars, who have pointed out the contra-
dictions of the social processes embodied in the tourism industry. Yet, only when PET
carries out a systematic engagement with its theoretical basis will be able to unfold
both its academic and political potential.

This is why the construction of critical arguments can and should not be based
exclusively only in the – without doubt necessary and interesting – empirical evidence.
Indeed, beyond its critique towards the social relations embodied in tourism, a second
aspect which should differentiate PET from other tourism paradigms is its theoretical
depth. In order to achieve such a theoretical depth, PET needs to strategically engage
with those conceptual frames within political economy that more effectively help to
unravel the social relationships that occur within the tourism industry, that is, the the-
ories of value and rent. Within these theoretical discussions, the article has pointed
out to two main discussions that could form the core of the future research agenda
and PET contributions: on the one hand, the relation between profits and rents, and
on the other, the relations between finance and productive sectors taking place in
tourism. To summarize the main points previously made, the difference between cor-
porate profits and land rents is who controls the means of production and the built
environment where labor sells its ability to work. Equally, one can also problematize
the common view of finance as a non-productive form of revenue-making because at
the end, finance is based on direct or indirect forms of labor exploitation

Therefore, at the core of the two theoretical discussions previously held – limits of
the distinction between profits and rents; the relations between finance and product-
ive sector – there is one category that needs to be further researched: labor. The ana-
lysis of labor is key to understand the nature of tourism and engage with broader
issues in political economy.

Indeed, the role of labor within tourism has multiple aspects. For instance, the swift
process of creating revenues both for hotel and financial corporations can only take
place because of the intensive use of labor. In this regard, the fact that in key touristic
spots such as Magaluf land rentiership relations are such a win-win situation both for
financial and hotel corporations is perhaps based on the increased patterns of out-
sourcing and precarization of tourism workers that Ca~nada (2015) described. The
devaluation of labor as a mean to boost both corporate profits and land rents is an
issue that needs to be further explored in upcoming PET research. Moreover, the circu-
lation of capital in tourist spaces begins and ends in labor. The origin of tourism reve-
nues, which consists in payments by tourists for overnight stays and using amenities,
exists because (part of wages) are willingly allocated by labor to pay for a leisure activ-
ity. At the same time, the origins of the money invested by financial corporations in
hotels comes from pension funds, that is, from labor wages invested in retirement
plans. A paradox worth exploring could be taking place in tourism spaces: the very
same tourists that are spending part of their wages in overnight stays are at the same
time spending another part of their salaries in pension funds who are acquiring-via
countless intermediaries and a complex financial engineering – the same hotels where

16 I. YRIGOY



they are staying. The complex and multi-faceted role of labor in creating revenues is
yet another element that, undoubtedly can actually help to connect PET with broader
issues in political economy.
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