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‘Consumption costs’

As well as these ‘production costs’, the US model of innovation may have ‘consumption

costs’ associated with being an innovation producer of this type. Citizens in a society

that venerates these firms and their accomplishments may be the first users of the new

technologies. Meanwhile, the leadership of the jurisdiction may be slower to act to

mitigate harms from a home-grown product. It is a well-known problem that the political
power of corporations is often deployed against regulation that would limit their profits.

Big tech platforms have spent large sums on US lobbying to ensure that effective

regulations governing user health and safety, as well as market competition, are not

adopted in their home country .

Often the benefits of a new digital technology are at least superficially clear: the services

are convenient and ‘free’ to consumers. The risks to individuals and society can be

harder to see at first, particularly if they arise from business models and market power

that develop over time. Instagram is now known to harm teenage girls’ mental health,

Facebook is alleged to have enabled genocide and vaccine denial while Twitter has

permitted threats to the physical security of citizens . Despite the growing evidence

of harms from social media, regulators in the US have taken zero steps to make these

services safer . Europe, by contrast, has adopted the Digital Services Act which came

into force in September 2023. 

Consumption benefits

Of course, there are significant benefits to being the host country for innovation. These

benefits, however, do not include investment opportunities and consumption

opportunities, because global capital markets and trade allow people globally to

participate in these aspects of big tech. For example, many non-Americans own US

corporations, both public and private. Consider the Norwegian or Saudi sovereign

wealth funds, pension funds around the world, and wealthy individuals from every

continent. Foreign investors owned approximately 40 percent of total US equity

(Rosenthal and Burke, 2020). The Saudi sovereign wealth fund alone owns nearly $10

billion in US-listed stocks, including minority stakes in Boeing, Facebook and Citigroup

. Finally, the consumers of the innovation created by these American technology

platforms are spread around the world. A company that physically started its existence

in the United States can, because of the nature of digital technologies, benefit

consumers anywhere.
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Policies that permit immigration of talented entrepreneurs are another area to consider.

The leadership of many American digital platforms is often in the hands of immigrants. A

2018 study found that 55 percent of America’s startups valued at or above $1 billion

had at least one immigrant co-founder, and that immigrants were key members of

management or product development teams in 80 percent of those startups (Anderson,

2018). For every Jeff Bezos and Mark Zuckerberg, there is a Pierre Omidyar, Sergey Brin,

Sundar Pichai or Elon Musk .

Regulations that protect incumbents from market entry by disruptive startups can slow

growth or block it entirely. Rent-seeking incumbents often lobby hard to create and then

maintain such barriers to entry (Mukoyama and Popov, 2014). US regulators generally

did not block Uber from entering to compete with taxis while many cities in Europe did

. The nuanced middle ground that would have benefited consumers in both

jurisdictions would harmonise regulatory requirements of the two business models,

enable part-time work, protect workers and ensure sufficient capacity to meet

consumer demand.

Europeans would benefit greatly if Europe’s politicians developed their own distinctive

model of growing innovative firms. European policymakers who want innovation at home

could improve the innovative capacity of the single market in ways consistent with

European social norms and laws. Options include improvements to education, creation

of straightforward paths to citizenship for talented entrepreneurs, reform of labour

markets to allow for the practical needs of risky startups, progress towards a more

unified capital market and, perhaps most importantly, reductions in regulatory barriers

to entry. These types of reforms would significantly improve the innovative climate in

Europe and likely lead to more home-grown tech companies.

However, jurisdictions that are willing to accept more harms are likely to attract more

harm-creating startups. This may be a very effective strategy for generating innovation

in those countries, and it may lead to them out-innovate Europe or any other jurisdiction

that better protects workers and citizens. But if a difference in innovation production

reflects a conscious choice on the part of European society in terms of the way it

implements its values, then there is no problem to solve. Europe will not have ‘lost’

against the US or China, despite what politicians may say. Carefully crafting policies that

promote homegrown innovation while reflecting European values is the best that can be

done.
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