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4 THE AGE OF EXTRACTION

It was at roughly the same time that the artificial intelligence
firm OpenAI debuted a new voice that sounded strikingly similar
to actress Scarlett Johanrron.' Johansson had previously refused

offers to license her voice, but apparendy the firm went ahead

and created a replica arryw^y. She is in a better situation than the
golfer Jack Nicklaus, however, who sold the rights to his name

and likeness and has been unable to control the conduct of an

Al-replica named "DigitalJack," operated by a firm named Soul

Machines.* It speaks to the apparent replaceability of even the

most famous of humans.
The fears of our diminished importance arrive at a time when

many Americans have come to feel a parallel sense of economic

mar$nalization. Over the last quarter century even when the

economy has been healthy by maditional indicators, a great major-
ity of Americans remain doubtfirl about their economic future.
Many younger Americans rvent to college, worked hard, and still
cannot afford decent housing. They fear being worse offthan their
parents, something once unheard of in this land. The contrast\ rith

corporate citizens is stark; many American corporations seem to
have escaped any usual orbit and blasted offinto an outer space of
perpetual profit, bringing their executives along for the ride.

We must see that the problems of technological and eco-

nomic marginalization are entwined. Technology has never been

neutral, but rather reflects ideology and what it is designed to
do. Today's great tech platforms are impressive, entertaining,
and convenient, but also designed to be some of history's most
advanced tools for extracting wealth and resources from the
broader economy. Consequently, as they become essential to
everything, we are at risk of building an economy that is perpetu-
ally unfair for much of humanity.

The phrase "wealth extraction" is the key to this book. It
refers to the ability to take money from everyone else and is born
of being essential and unavoidable. As the tech platforms have

grown and evolved over the last decade, th"y have focused their
attention on refining their methods of extraction. In return for an

undeniable and unescapable utility, they are fine-tuned to take as

much as possible-data, attention, profit margins-from every-

one else.
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6 THE AGE OF EXTRACTION

economic powers of our time. That's why few can ignore what
it will mean for the ongoing transformation of the"United,States
and the world.

IS THIS A PROBLEM THAT SOLVES ITSELF?

Some may find the preceding paragraphs much too gloomy and

pessimistic. Technological advance and prosperity have always

gone hand in hand, after all. Surely we should expect advances in
pladorm technology and artificial intelligence to make human-

ity wealthier and happier. Even if some have ended up with a

litde more right now; we ought to expect everyone to benefit

over the long run. This particular brand of tech optimism has

well-known adherents. Jeff Bezos, Amazon's founder, has repeat-

edly suggested that we live in the best of times. Marc Andrees-

sen, a venture capitalist well known in Silicon Valley, writes that
"there is no material problem-whether created by nature or by
technology-that cannot be solved with more technology."'

Sam Altrnan, the CEO of OpenAI, is among those who

believe that technological advances are our best solution to the

problems of uneven wealth. To his credit, he takes seriously the
fact that humanity is suffering from a spread of inequality. He
is the cofounder of a group known as "Tools for Humanity,"
which identifies humanity's "grand challenges" as "global income

inequaliry governance of existential risks, and distinguishing
humans from artificial intelligence."u

Altrnan argues that improving artificial intelligence is the

clearest way to solve economic inequalities and the problem of
poverty. In a manifesto written in September zoz4) Andrees-

sen wrote that once we achieve better AI, "we can have shared

prosperity to a degree that seems unimaginable today."' In an

interview with author Nate Silver, Altrnan said, "If you have

something like an AGI [artificial general intelligence], I think
poverty really does just end."'

I take Altrnan as well-meaning and there is an admirable opti-
mism in this declaration. But it is, at best, a statement of faith.
History, unfortunately gives us a more realistic picture of the

impact of new technoloei
ety. It is unquestionabh
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8 THE AGE OF EXTRACTION

colonial governrnent. The Constitution's approach, engineered
by James Madison, depends on structural balancing. It did not
assume that porver r.vould dissipate nanrrally. Instead, it dir.,ides

and balances power to avoid the dangers of tyranny. It aims tcr

respect freedoms while constantly seeking balance. Even though
the Constitution w'as mainly concerned with public po$.er, that
same l{adisonian tradition holds the key to our econornic fi.rnrre.

Power is power, r,r,.hether private or public.
You ma1, be skeptical that the concept of balance has any

place in American commerce, given that capitalism is said to
thrive on anirnal passions. Ycru might think that balance would
hinder gro\vth or dampetr incentives. But u,hen done well, this is
simply not true. Thke as an example an institution that could not
be more Amerjcan or comrnercial, r.et puts economic balancing
at its core. That institution is the National Football League.

It may be surprising to hear it, but the United States' National
Football League has long ernbraced the kincl of balancing favored
bv figures like James Madison. It is a sirnple fact that a city like
Los Angeles ol New York has '.r l'.rrger local rnedia audience than a

city like Kansas City or Baltimore. Without balancing, the teams

in large, rich cities would employ all the best plavers and dorni-
nate their rivals. It would be a two-class league: dil-ided betw-een

perpetual r,vinners ancl losers.
'fhe NFL intervenes stronely to prevent that outcome. It

wisely avoids inter-v'entions that nright seem unfair, like giving
smaller cities a ten-point leacl. The interventions are, instead,
structural, centered on salary caps, the draft, and schedule. The
league also has a strong union that bargains collectively for the
players, and the leap;ue divicles advertising revenue evenly among
teams. The result is that a city that is sr-naller and less wealthy,
ljke Kansas Ciw, can compete with giant netropolises-and win.

Some might consider the NFLs rules to be hear.y-hancled.

But does the NF-L embrace fairness at the price of prosperity?
The ansu.er is no: the NFL is the most valuable sports leappe in
the world. More generallv-, as Tlte llhll Sneet -/outtal points out,
American sports leagues are more valuable than the unbalanced
European leaE1res, despite having smal]er audiences.'The point
is that prosperity', fairness, and growth are not incompatible. And
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as we are learning again today. The next step is to understand
the specific history of today's tech platforms: the first computing
and communications platforms run by IBM and AT&T, and the
government interventions that forced them to serve the broader
economy. From that point, we can understand the current gen-

eration of platforms-Google, Facebook, Amazon, Microsoft,
and the rest-and their adoption of the business models we expe-

rience today. The second half of the book takes a step back to
understand the dangers of centralized economic power over a

broader historic context, examining what kind of interventions
have worked and will work to restructure the economy.

A large and wealthy middle class is key to our future pros-
perity. It has been, at times, America's trademark, and it should
be our goal. If we do it right, tech platforms will actually play a
major role in creating and sustaining a broadly wealthy country,
and also in creating an economic model worth exporting to the
rest of the world. But if we get things wrong, we risk a future in
which our technologies actively worsen the division and resent-

ment that are the curse of out age. Not so long ago, in the .-:
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another, the message was the same: in the Internet age, the spoils
would belong to everyone.

Notvery often are so confident a set of predictions so wrong.
The reason theywere wrong is important to this book and essen-

tial tolearnfrom. The keymistakewas a failure to trulyunderstand
platforms and their unique brand of power. For these writings
and projections came at a time when several open platforms-the
Web, the Internet, a disciplined Microsoft-really did favor the
litde guy. But it was not to last, as we shall see.

What these writers did not predict is that it would not be the
Litde guys who prospered, but their hosts-a new generation of
platforms that would find ingenious ways to take the lion's share

of the Internet ec'onomy for themselves. To understand this point
and how it happened, we must back up to inuoduce the very
basics of platform economics.
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stock exchanges, suburban shopping malls, and the Tokyo fish
market, all of which bring together buyers and sellers. And as

we shall see later, it also includes so-called enabling platforms
that allow their buyers and sellers to do things they otherwise
could not.

A CATALYTIC SPACE

In chemistry a catalyst is anything that initiates or accelerates a

chemical reaction without being affected itself. The operation of
lnany complex natural systems-like most of the biochemistry
that keeps us alive-is largely a story of catalysis.

The same is true in the economy: it is the catalysts that matter
most. Selling does not simplv "happen" if the price is right. The
conditions must be right. It is this power-a catalytic power-
that platforms harness.

Stated more formaliy, the most basic function of the plat-
form is to enable mutually beneficial transactions-and thereby
generate w'ealth or the satisfaction of human wants and needs.

Platforms do so by solving not just one but several barriers that
otherwise preyent transactions from occurring.. Consider four
rnajor challenges that a successful platform addresses.

Firct Problem: Nlatthing

I used to have a fig tree in my bacllyard, and when the time came,

it bore a lot of fruit. A good fig tree will actually produce far more
output than any one family can eat. In economic terms, a fig tree
creates a surplus. In fact, most agricultural holdings create a sur-
plus rclative to famill consunrption.

The existence of a surplus creates the potential for trade-

* I-os'ering transaction costs, in other rvords. Readers u'ith a background in econonrics v'ill
recognize tlrrt rhis is :r point similar to that matle in Oliver \Villiamson's Thntsnction Cost

Eronrnnits FIou ever, \\/illiamson lnrgelv focused on the adrantalJes that an integratecl firm
might hlve, as opposed to the reduction oftransaction costs between unrelated parties.
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