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INTRODUCTION

Second World War. Big Tech will be at the center of it. And the
Internet itself will be the battlefield. — Rana Foroohar
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she was awarded the German Marshall Fund’s Peter Weitz Prize for transatlantic reporting. She
has also received awards and fellowships from institutions such as the Johns Hopkins School of
International Affairs and the East West Center. She is a life member of the Council on Foreign
Relations and sits on the advisory board of the Open Markets Institute. Rana Foroohar graduated
in 1992 from Barnard College, Columbia University. She lives in Brooklyn with her husband, the
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WHY DO I CARE?
My interest in the intersection of technology,
society, and culture goes all the way back to
the very beginning of Hidden Forces. Episode
3 was a conversation with philosopher Mark
C. Taylor, based on his book “Speed Limits,”
which deals with some of the more existential
issues that arise from our attempt to live in
this hyperconnected, surveillance economy.
There is clearly an awakening underway, but
there is no way to know if the trend will lead
to real, meaningful change or if it will die out
like the “Occupy Wallstreet” or “End the Fed”
movements that arose out of the populist
uproar that came out of the 2008 financial
crisis and its aftermath. Addressing the power
imbalance that currently exists between Big
Tech and “the rest of us” is one of the most
important challenges of the early 21st century.
How we deal with it will likely determine much
about the types of societies and forms of
government that the majority of the Western
world will live in and under for many years to
come. My goal in today’s conversation is to
continue my effort to educate myself and my
listeners about the nature of the threat and
how we can best combat it.
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THE STATE OF BIG TECH

I had worked hard for nearly two years, for the
sole purpose of infusing life into an inanimate
body. For this I had deprived myself of rest and
health. I had desired it with an ardor that far
exceeded moderation; but now that I had
finished, the beauty of the dream vanished, and
breathless horror and disgust filled my heart. —
Mary Shelley, Frankenstein

Birth of a Monster — You open the book with
a quote from Mary Shelley’s Frankenstein. I
couldn’t decide if you were talking about the
book or about Big Tech or both (probably
both) Q: Why did you choose this quote to
open the book with?
State of Big Tech — Q: How big is “Big Tech”
today? (give us some numbers) Q: How concentrated has our economy become?
How Did We Get Here? — It seems that we may have already reached a tipping point where the
interests of the largest tech firms and the customers and citizens they supposedly serve are no
longer aligned. Q: How did we get here? Q: How did an industry that had once been scrappy,
innovative, and optimistic become, in the span of just a few decades, greedy, insular, and arrogant?
Q: How did we get from a world where “information wants to be free” to one in which data exists to
be monetized? Q: How did a movement built on the goal of democratizing information come to
imperil our democracy by dividing us? Q: And how did its leaders go from tinkering with
motherboards in their basements to dominating our political economy?
What are the Costs? — You write in the book that twitchy technology addiction that saps our time
and productivity, the spread of misinformation and hate speech, predatory algorithms targeting the
weak and vulnerable, a total loss of personal privacy, and the accumulation of more and more of
the country’s wealth by a smaller and smaller subset of society, are the price we pay for the modern
conveniences of our Big Tech economy. Q: How do we measure the costs of Big Tech, when so
much of what is transacted comes by way of barter?
Signature Economic Issue — You write in the book that you have come "to believe that curbing
Silicon Valley’s nefarious side effects will become the signature economic issue for lawmakers over
the next five years, especially as automation increases and they make investments into other areas
of the economy.” Q: Why do you feel that curbing Silicon Valley’s nefarious side-effects is going to
be the signature economic issue when we haven’t even fixed our broken financial system?
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STATISTICS
-

80 percent of corporate wealth was now being held by just about 10 percent of companies.
Ninety percent of the searches conducted everywhere on the planet are performed on a
single search engine: Google.
Ninety-five percent of all Internet-using adults under the age of thirty are on Facebook
(and/or Instagram, which Facebook acquired in 2012).
Millennials spend twice as much time on YouTube as they do on all other video streaming
services combined.
Google and Facebook receive around 90 percent of the world’s new ad spending, and
Google’s and Apple’s operating systems run on all but 1 percent of all cellphones globally.
Apple and Microsoft supply 95 percent of the world’s desktop operating systems.
Amazon takes half of all US e-commerce sales.
The market capitalizations of the five so-called FAANG companies—Facebook, Apple,
Amazon, Netflix, and Google—now exceed the economy of France.
Measured by users, Facebook alone is larger than the world’s largest country, China.
Over the past two decades, as Big Tech has grown, more than half of all public firms have
disappeared. Our economy has become more concentrated, and both business dynamism
and entrepreneurship have declined.
A 2016 report by the Economic Innovation Group revealed that a mere 75 of America’s
3,000-plus counties make up 50 percent of all new job growth.
According to the Kauffman Foundation, the number of companies less than one year old
declined by a shocking 44 percent between 1978 and 2012
A recent study by the security analysis group Sonecon estimates $76 billion in yearly
revenue is generated from mining personal data. The study found that sales derived from
data harvesting have grown by 44.9 percent over the past two years.
According to one 2016 study, we touch our cellphones around 2,617 times a day.
Research shows us that trust in liberal democracy, government, media, and
nongovernmental organizations declines as social media usage rises.
20 most valuable companies in America in 2009 had 1,790 employees per $1bn in market cap;
today they have 656.
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SURVEILLANCE ECONOMY AND STATE
Big Tech + Big Brother — In a speech at Davos in
January 2018, George Soros noted that Big Tech
was divesting people of their autonomy, explaining
that “it takes a real effort to assert and defend what
John Stuart Mill called ‘the freedom of mind.’ There
is a possibility that once lost, people who grow up in
the digital age will have difficulty in regaining it.” He
feared the risk of “alliances between authoritarian
states and these large, data-rich IT monopolies that
would bring together nascent systems of corporate
surveillance with an already developed system of
state-sponsored surveillance.” In the western world, it is private sector companies that are arguably
most responsible for the pernicious effects of “Big Tech,” but in China, it is the government driving
the train. Q: What is the danger that, just as government formed public-private partnerships with
industrial giants during the late 19th century and early 20th centuries (sometimes, towards very
nefarious ends, as we say in Nazi Germany) that this will happen again with Big Tech? Q: Could
you argue that it has already happened? *** SEE LAST PAGE
Amazon & the Intelligence Community — You write that “while, Big Tech is taking on the role of
Big Brother right here in the United States, working with local, state, and national authorities to create
what is starting to look a lot like a surveillance nation. Amazon sells facial recognition technology to the
police. Palantir, the big data firm cofounded by PayPal entrepreneur Peter Thiel, works with the LAPD
to target citizens in an alarming manner that might have been drawn from the dystopian thriller Minority
Report. Q: How does the modern, intelligence-surveillance-congressional-complex compare to its
military-industrial predecessor? Q: Who are some of the big players, and should we be concerned?
Big Tech Regulatory Capture — Q: How does the revolving door between tech companies and
Washington D.C. relate to other industries? Q: Which company or companies are the most effective
lobbyists of government? Q: How difficult would it be to re-write the laws governing big tech?
*** Senator Chuck Schumer’s daughter works at Facebook.
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Big Tech in China — Q: What have some of these companies been
doing in China? Q: What is their relationship to the Chinese
government? Q: Can they be trusted? Q: What is the foundation of Big
Tech’s claims that regulation would put America, as a whole, at a
disadvantage when it comes to states like China that have taken a noholds-bared approach to technology and big data?
China’s Big Tech — Q: How is the CCP building a surveillance state
in China? Q: What threat does China’s model pose to the Western
world?
Rise of Digital Assistants — You write “with the rise of personal
digital assistants like Amazon’s Alexa, Google’s Home Mini, and
Apple’s Siri—now in a third of American homes, with triple-digit sales growth a year—the human voice
is the new gold. While reports of Alexa and Siri “listening in” on conversations and phone calls are
disputed, there is no question that they can hear every word you say—and from there, it is a short step
to them using that knowledge to direct your purchasing decisions. It isn’t much of a longer step to see
the political implications— already some researchers worry that digital
assistants will become even more powerful tools than social media for Big Tech doesn’t just want
election manipulation.” Q: Why are so many people convinced that to become a leader in one
their phones are listening to them? Q: What accounts for the uncanny sector. It wants to become
correlations between what we discuss around our phones and what the platform for everything,
they display to us in terms of advertisements? Q: How can we trust the operating system for
your life. — Rana Foroohar
these digital assistants?
The Implications of IoT — You talk in the book about how connecting everything to the cloud can
have some very pernicious effects on our lives. You write, “In the data age, insurance groups will be
able to draw in- formation from tracking devices in your car or sensors—like a “smart” thermostat or
smoke detector or security camera (perhaps made by Nest Labs, the leader in smart home products,
which is owned by Google)—embedded in your house and then use it to price a policy exclusively for
you based on your habits and personal style.” Q: If we don’t impose regulations on companies that are
currently in a position to extract this kind of data, what are the consequences? Q: Is a bad outcome
inevitable without regulation?
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TRANSFORMATION OF SOCIETY & THE ECONOMY
From Financialization to “Datazation” — You write, “It’s telling that the fastest way to become one
of those top 10 percent of companies holding 80 percent of corporate wealth is to figure out how to
leverage not physical assets or even capital, but the value of “intangible” assets, including data, patents,
intellectual property, and networks.” Q: Is there a trend of companies that have traditionally had nothing
to do with technology or data relying more and more on big data,
not only to grow their traditional businesses, but as a larger and Where are the new innovators
larger “side-hustle?” Q: Is what’s happening in the data economy of today? All too often, strangled
similar to what we saw with financialization in the 80’s and 90’s? in their cribs. — Rana Foroohar

Anti-Competitive Practices — You compare Big Tech to the railroads. Q: What are some examples
of anti-competitive practices in Big Tech that would enrage people if they understood or knew about
them? Q: How is this impacting entrepreneurship and the viability of new start-ups and start-up culture
in the US?
Job Creation vs. Job Destruction — In 2009, the twenty most valuable companies in America had
1,790 employees per $1 billion in market cap; today they have 656. When the social media firm
WhatsApp was sold to Facebook in 2014, it had a market cap of $19 billion—more than any number of
Fortune 500 firms—and only thirty-five employees. Q: How do we grapple with the fact that economies
of scale in big tech seem to consistently create fewer jobs than they destroy?

Addicted — You write that “one of the reasons that we haven’t yet figured out ways to curb the power
of Big Tech—despite all the evidence of how it’s tearing at the fabric of our society—is simply that we
are too busy being distracted by the bright and shiny products and services they make. It’s a cruel irony:
We’re all too addicted to our gadgets and apps and Facebook pages to address the problems of
technology. That gets to the most invasive part of Big Tech’s power: the power to manipulate our
thoughts, actions, and even our brains.” Q: How addicted are we really and how much of this addiction
is responsible for our quiet acquiescence? Q: Are you concerned about the “automation of our lives?”
Q: What do we know about what some of these devices may be doing to our brains and what the longterm effects might be?
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FOLLOW THE MONEY
Another Crisis? — You write: “Some of that high yield debt is now looking shaky, which underscores
that the next big crisis probably won’t emanate from banks, but from the corporate sector. Rapid growth
in debt levels is historically the best predictor of a crisis. And for the past several years, the corporate
bond market has been on a tear, with companies in advanced economies issuing a record amount of
debt; the market grew 70 percent over the last decade, to reach $10.17 trillion in 2018. Even mediocre
companies have benefited from easy money. But as the interest rate environment changes, perhaps
more quickly than was anticipated, many could be vulnerable. The Bank for International Settlements—
the international body that monitors the global financial system—has warned that the long period of low
rates has cooked up a larger than usual number of “zombie” companies, which will not have enough
profits to make their debt payments if interest rates rise. When rates eventually do rise, losses and
ripple effects may be more severe than usual, warns the BIS.” Q: What is the connection between
leverage in the private sector and Big Tech?
If data is the new oil, then the
Low-Rate Perversions — You write about how many of these United States is the Saudi
cash-rich tech companies might be the new systemically important Arabia of the digital era. —
institutions as a result of the fact that they “were issuing their own Rana Foroohar
cheap debt and using it to buy up the higher-yielding corporate debt
of other firms. In the search for both higher returns and for something to do with all their money, they
were, in a way, acting like banks, taking large anchor positions in new corporate debt offerings and
essentially underwriting them the way that J.P. Morgan or Goldman Sachs might. But—it’s worth
noting—since such companies are not regulated like banks, it is difficult to track exactly what they are
buying, how much they are buying, and what the market implications might be.” Q: How pervasive is
this? Q: What do you think this type of behavior suggests about the relationship between markets and
the economy?
Big Tech the New “Big Finance” — You write in the book that you see four major likenesses in Big
Finance and Big Tech: corporate mythology, opacity, complexity, and size. Q: Can you elaborate?
One of the reasons that it’s tough to tackle the challenges wrought by Big Tech is that we spend
so much time being distracted by it. — Rana Foroohar
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TECH IS A BATTLEFIELD

*** USG pushing Taiwan to restrict its
biggest chipmaker (TSMC) from
producing semiconductors for Huawei.

A New World War? — You say that we “are likely at the
biggest geopolitical turning point since the Second World
War. Big Tech will be at the center of it. And the Internet itself will be the battlefield.” Q: Can you
elaborate? Q: How might we see what analysts are calling “a splinternet?”

5G — Q: What are the expected benefits of 5G and how does the US fair compared to China in its
progress towards building out a fully functional 5G network? *** China is expected to have 600m
5G mobile subscribers by 2025, with most cloud gaming taking place on handsets.
Russian Influence — I’ve noticed that people who feel confident about Russian influence tend to
have strong relationships to the government or intelligence community. Those of us who feel
suspicious about the extent of the influence campaigns or the credibility and motives of the
intelligence community tend to be “outsiders.” Q: How have you gone about educating yourself on
Russian intelligence efforts and how can the rest of us learn about this?
What Political System is Best? — Q: Is digital innovation best suited to an environment of
decentralization, in which many firms in the private sector working under smart regulation and within
a truly free marketplace are allowed to compete or is the best model for the future one of
centralization, in which a top-down surveillance state can collect all the data it wants, and allow the
companies that it has handpicked to do with it what they like?
Better Financial System? — Q: How do we create a finance sector that serves the real economy?
For the Record — Q: Why has the history of American innovation as articulated in Bill Janeway’s
“The Innovation Economy” been so badly tarnished or worse, forgotten?
Digital “New Deal” — Q: What do you think is the best path forward? Q: Do we need to create a
national commission on the future of data and digital technology as you have suggested?
Fine-Line — Q: How do we walk the fine-line that may be required to balance our constitutional
freedoms of speech with the need to furnish a functional market-place of ideas?
Freedom Dividend — Q: What do you think of proposals like those of Andrew Yang? Q: Is there
a risk that issuing a dividend side-steps the problem that we haven’t given consent over our data?
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TIMELY QUESTIONS
Who Gets to Study Us? — Your managing editor and a guest on Hidden Forces, Gillian Tett wrote
in the FT today: “Most outside academia won’t care about the fate of Social Science One (an academiaindustry project that promised to allow academics from across the world access to the private,
anonymized data of two billion Facebook users), but at the heart of this story there is a vital question
for our 21st-century world: Q: Who has the right to study human society? Should it be well-intentioned
academics such as sociologists or anthropologists? Q: Should it be the government? Q: Or does the
right to access our private data lie with a single powerful company? Q: What do you think?
*** “Making user data available for research on a large scale in a way that protects individual privacy is
just incredibly hard — maybe impossible,” says one Facebook official.
Looking Soft — The Japanese investment
powerhouse Softbank reported its first quarterly
operating loss in 14 years today — about $6.5
billion — after writing down the value of a string
of marquee investments, including 497.7 billion
yen ($4.6 billion) for WeWork, whose spectacular
implosion has turned the once high-flying sharedoffice startup into a Silicon Valley punchline.
Today, SoftBank’s chairman took some blame for
his poor decisions. “There was a problem with my
own judgment, that’s something I have to reflect
on,” said an unusually somber Son.
The operating loss was 704.4 billion yen in the
three months ended Sept. 30, the Tokyo-based
company said in a statement. That easily
surpassed the 230.8-billion-yen average of
analysts’ projections, and compared with a 705.7
billion yen profit a year earlier. The world’s single
largest pool of startup investments – SoftBank’s
signature Vision Fund -- reported a 970.3-billionyen loss in the quarter. SoftBank said the fund’s
88 investments were worth about $77.6 billion, a
9.8% gain in value relative to the cost at which it
acquired the stakes. The company reported a
gain in valuation for 25 companies, the same
number that saw their worth decline.
SoftBank reported 537.9 billion yen of unrealized
losses in a plethora of investments from Uber to
WeWork. Analysts had predicted a charge to be
in excess of $5 billion and as much as $7 billion.
The co-working startup was valued at $7.8 billion
at the end of September -- a precipitous fall from
about $47 billion in January.
Late last month, WeWork secured a $9.5 billion
rescue package from SoftBank, a deal that
handed 80% of the company to the Japanese
conglomerate. That’s on top of the more than $10
billion SoftBank and its Vision Fund have already
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invested into the co-working giant. SoftBank has said it didn’t get a majority of voting rights, meaning
its troubled investee will be treated as an associate, not a subsidiary -- potentially keeping its balance
sheet free of some $22 billion of debt and $47 billion in looming lease-payment obligations.
The deal includes $5 billion in new financing and an acceleration of a $1.5 billion existing commitment.
SoftBank will also offer to buy as much as $3 billion from existing shareholders. WeWork’s founder
Adam Neumann left the company’s board as part of the package, replaced by SoftBank executive and
newly appointed Executive Chairman Marcelo Claure.
While its stake in the $97 billion Vision Fund accounts for less than 15% of SoftBank’s holdings, that
investment vehicle made up 53% of operating income last year. Crucially, 68% of that contribution
came from unrealized gains on the valuation of investments. SoftBank is heavily reliant on paper profits.
The biggest contributors to the fund’s gains to date come from buying and flipping two investments:
Nvidia Corp. and Flipkart Online Services Pvt. Ironically, its single biggest winner to date — Nvidia —
was bought and sold in public stock markets, not through venture investing.
I’m just amazed that we haven’t seen this moment [SoftBank’s first earnings loss in 14 years of $6.5
Billion stemming from Uber and WeWork turmoil] sooner. You have these enormous funds propping up
valuations that I think are just completely inflated (WeWork, Uber, etc.). These companies have a
business model that is not sustainable anymore. Investors want to see profits. They don’t want to just
see a market grab. They actually want to see money that make money.
If you look even at the last five years, tech led the markets up; I think they are going to lead the markets
down. And I think that these bloated funds, these companies that come in, its growth at all costs and
no profits. I think we are really at a tipping point here. Trade wars, a couple of bad job numbers, and
that whole house of cards is going to begin to fall. — Rana Foroohar
Q: Can Masa Son and SoftBank afford not to raise that additional $100bn through a second Vision
Fund? Q: Could Saudi Arabia and Crown Prince Mohammed bin Salman provide the cash? Q: What
happens if Masa Son doesn’t get the money? Q: How much longer can this Ponzi scheme last?
Q: What is the connection between these private, venture-backed companies and the real economy?
Q: Is there a potential for contagion? (e.g. WeWork and local real estate markets) Q: Are we finally
reaching some kind of tipping point? Q: Are investors finally demanding profits?
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Uber Disaster — Uber reported $1.2
billion in net loss for Q3, compared to net
loss of $5.2 billion for Q2. With Tuesday’s
loss, the stock sank to a record closing
low of $28.02, with the ride-hailing stock
down 38% from its $45 initial public
offering price. And that could worsen,
because the IPO lockup agreement
expires on Wednesday, meaning that
early investors can sell their shares—
which add up to about 84% of the current
fully diluted share count. Q: What’s going
on with Uber? Q: How important is the
end of the lock-up agreement? Q: Is this
going to be one of the unicorns that’s
going to lead the stock market south in
the winter of 2019-202?
Corporate American History — There
were numerous prominent and wealthy
American businessmen who helped
support fascist regimes in Europe from
the 1920s through the 1940s. These
people helped to support Francisco
Franco during the Spanish Civil War of
1936, as well as Benito Mussolini, and
Adolph Hitler.
Some of the primary and more famous
Americans and companies that were
involved with the fascist regimes of
Europe are: William Randolph Hearst,
Joseph Kennedy (JFK's father), Charles Lindbergh, John Rockefeller, Andrew Mellon (head of
Alcoa, banker, and Secretary of Treasury), DuPont, General Motors, Standard Oil (now Exxon),
Ford, ITT, Allen Dulles (later head of the CIA), Prescott Bush, National City Bank, and General
Electric.
American banks and businesses continued to support the fascist regimes of Europe legally up until
the day Germany declared war on America and the activities were stopped under the Trading with
the Enemy Act. Despite this, some companies and individuals still maintained a business
relationship with the Third Reich. Ford and GM supplied European fascists with trucks and
equipment as well as investing money in I.G. Farben plants. Standard Oil supplied the fascists with
fuel. US Steel and Alcoa supplied them with critically needed metals. American banks gave them
billions of dollars’ worth of loans.
In 1940 Graeme K. Howard, Vice President of
General Motors, published America and a New
World Order, in which he advised that America give
full cooperation to the Nazi regime. In his book he
blames FDR for causing the war in Europe and goes
on to say that the fascists should be supported as
the better alternative to the spread of Communism.
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