Break up Facebook and while
we are at it, Google, Apple and
Amazon

Robert Reich

Big tech has ushered in a second Gilded Age. We must relearn
the lessons of the first, writes the former US labor secretary
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Last week, the New York Times revealed that FEacebook
executives withheld evidence of Russian activity on their
platform far longer than previously disclosed. They also
employed a political opposition research firm to discredit critics.

There’s a larger story here.

America’s Gilded Age of the late 19th century began with a raft of
innovations - railroads, steel production, oil extraction - but
culminated in mammoth trusts owned by “robber barons” who
used their wealth and power to drive out competitors and
corrupt American politics.

We're now in a second Gilded Age - ushered in by
semiconductors, software and the internet - that has spawned a
handful of giant hi-tech companies.

Facebook and Google dominate advertising. They're the first
stops for many Americans seeking news. Apple dominates
smartphones and laptop computers. Amazon is now the first
stop for a third of all American consumers seeking to buy
anything.

This consolidation at the heart of the American economy creates
two big problems.
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America responded to the Gilded Age’s abuses of corporate
power with antitrust laws

First, it stifles innovation. Contrary to the conventional view of a
US economy bubbling with inventive small companies, the rate
at which new job-creating businesses have formed in the United
States has been halved since 2004, according to the census.

A major culprit: big tech’s sweeping patents, data, growing
networks and dominant platforms have become formidable
barriers to new entrants.

The second problem is political. These massive concentrations of
economic power generate political clout that's easily abused, as
the New York Times investigation of Facebook reveals. How long
will it be before Facebook uses its own data and platform against
critics? Or before potential critics are silenced even by the
possibility?

America responded to the Gilded Age’s abuses of corporate
power with antitrust laws that allowed the government to break
up the largest concentrations.
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President Teddy Roosevelt went after the Northern Securities
Company, a giant railroad trust financed by JP Morgan and John
D Rockefeller, the nation's two most powerful businessmen. The
US supreme court backed Roosevelt and ordered the company
dismantled.

In 1911, President William Howard Taft broke up Rockefeller’s
sprawling Standard Oil empire.

It is time to use antitrust again. We should break up the hi-tech
behemoths, or at least require they make their proprietary
technology and data publicly available and share their platforms
with smaller competitors.

There would be little cost to the economy, since these giant firms
rely on innovation rather than economies of scale - and, as
noted, they're likely to be impeding innovation overall.

But is this politically feasible? Unlike the Teddy Roosevelt
Republicans, Trump and his enablers in Congress have shown
little appetite for antitrust enforcement.



Republicans rhapsodize about the “free market” but have no
qualms about allowing big corporations to rig it at the expense
of average people. Yet as the late Robert Pitofsky, former
chairman of the Federal Trade Commission, once noted:
“Antitrust is a deregulatory philosophy. If you're going to let the
free market work, you'd better protect the free market.”

But the Democrats, for their part, have shown no greater
appetite for antitrust - especially when it comes to big tech.

In 2012, the staff of the FTC's bureau of competition submitted
to the commissioners a 160-page analysis of Google’s
dominance in the search and related advertising markets, and
recommended suing Google for conduct that “has resulted - and
will result - in real harm to consumers and to innovation”.

But the commissioners, most of them Democratic appointees,
chose not to pursue the case.

The Democrats’ recent “better deal” platform, which they
unveiled a few months before the midterm election, included a
proposal to attack corporate monopolies in industries as wide-
ranging as airlines, eyeglasses and beer. But, notably, the
proposal didn't mention big tech.
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Maybe the Democrats are reluctant to attack the industry
because it has directed so much political funding to Democrats.
In the 2018 midterms, the largest recipient of big tech’s largesse,
ActBlue, a fundraising platform for progressive candidates,
collected nearly $1bn, according.to the Center for Responsive
Politics.

As the New York Times investigation makes clear, political power
can't be separated from economic power. Both are prone to
abuse.

Antitrust law was viewed as a means of preventing giant
corporations from undermining democracy. “If we will not
endure a king as a political power,” thundered Ohio’s Senator
John Sherman, the sponsor of the nation’s first antitrust law in
1890, “we should not endure a king over the production,
transportation and sale” of what the nation produced.

In the second Gilded Age as in the first, giant firms at the center
of the American economy are distorting the market and our
politics.
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We must resurrect antitrust.
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