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ast year, I attended a Temasek summit
in Singapore along with leading business figures from Asia. After I heard
their fears about the future of technology innovation, I drafted a summary of their views
which I called ‘Cold War II and the Role of
Tech’. That was a very deliberate title, because
their thoughts set out exactly what they were
experiencing and it summarises what is likely
to be a similar impact on the 
European
market.
The technology war has two dimensions:
the economic dimension and the political dimension. Starting with the economic dimension, technology creates and destroys entire
industries, as the Chart (figure 1) demonstrates. The share prices of three leading
European banks have fallen by 90 percent
since 2007, and technology has also deci
mated companies like as Kodak and
destroyed Thomas Cook.
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RECAP: TECHNOLOGY HAS DECIMATED
COMPANIES AND ENTIRE INDUSTRIES
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Figure 2: Perceived vs. actual dependence on technology
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Dependent on foreign
infrastructure
How does this happen? We tend to look at
change in a linear way, but technology works
in a logarithmic way and underperforms
linear expectations in the early years

(figure 2). Then the pace of technological
change accelerates and within two to six
years, old industries have gone and tech
dependence has become overwhelming.

Digital platforms such as Google, Amazon
and N
 etflix have become the infrastructure
for our daily lives – and none of them are
European.
The other part of Cold War II is the political dimension. The S cottish commentator
Niall Fergusson has pointed out that we now
have populism for the first time in very many
years, and this is because of the growth of
social media which give politicians a direct
line to voters. The filters that used to take out
the lying and emotions in traditional media
have been watered down or even eliminated.

PERIODICAL #22

Attention as currency
Today’s youth are constantly influenced by technology. In
Europe, they spend an average of three hours a day on
social media – over 13,000 hours by the time they complete their university studies, which is the equivalent of
seven years of office working hours. Attention has become the new most critical infrastructure, with direct
communications and no gatekeepers on Twitter, curated
newsfeeds on Facebook shaping our opinions, and artificial intelligence shaping our perceptions.
Those tech platforms are free, depriving people of
their time and delivering the prerequisites for populism.
People say they want to use social media for 12 minutes,
but they spend an average of an hour at a time on them.
Tech platforms try to keep us engaged as long as possible,
using AI to analyse your viewing habits and take you to
the guilty pleasures and weak spots of your peers. Every
click takes you to content that is more extreme than what
you started with, and outrageous content such as
Infowars.com wins.
More than a billion hours is watched daily on YouTube,
70 percent generated through recommendations. Emotional headlines attract a 20 percent higher click rate,
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ATTENTION HAS BECOME THE NEW
MOST CRITICAL INFRASTRUCTURE,
WITH DIRECT COMMUNICATIONS
AND NO GATEKEEPERS ON TWITTER,
CURATED NEWSFEEDS ON
FACEBOOK SHAPING OUR OPINIONS,
AND ARTIFICIAL INTELLIGENCE
SHAPING OUR PERCEPTIONS.

while fake news spreads six times faster than
real news. Donald Trump wins over more
truthful and factual candidates, which is why
I call this Cold War II. Both the economy and
politics have become highly dependent on
technology.
The other thing I learnt from the business
figures at the Singapore summit was that for
the 100 most valuable tech companies, Southeast Asia is 50 percent dependent on the US
and 50 
percent dependent on China. In
Europe, the same is also true: the most valuable tech companies are equally dependent on the US and
China. This means that technology can be used as a major
foreign policy pressure point, as can be seen from the US
trade sanctions against Iran.
This is because dominance can be exerted through
sanctions imposed over the payment infrastructure. More
than 60 percent of European retail spending is processed
through Visa, Mastercard and American Express, which
makes E
 urope hugely dependent on the US control over
payments. China is largely independent of any foreign
payment infrastructure but is increasing its influence in
global financial infrastructure through its investment in
fintech companies, giving it control of almost half of the
global investment infrastructure.

How can Europe become independent?
So what can tech investment and venture capital do to
secure E
 urope’s domestic economic future? The average
company half-life of the S&P 500 index in the US has
fallen since 1965 from 30 years to 15 years which means
that 7 percent of its capital is recycled each year bringing
in new finance for tech innovation. If this were to be
replicated in Germany, more than €65 billion would have
to be replaced each year to retain the cumulative DAX30
value, which would require systematically putting money
into the system.
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If we do not do that, we will not gain political independence on global markets and
offset economic substitution on our domestic
markets. France has understood the urgency
of the need for action and is starting to put
money into its tech ecosystems. In September
2019, President Emmanuel Macron unveiled
commitments from insurers and asset managers for €5 billion of investment to nurture
home-grown fledgling tech start-ups and create a cohort of highly valued heavyweights.
In the case of Germany it took a global
pandemic to finally realise the importance of
the domestic venture capital ecosystem. Only
in recent months have initiatives such as the
matching fund been launched to support and
scale up domestic innovators. The necessity
to take further action for the economy and
politics is increasingly clear, especially as
financing digital would pay off positively –
yielding up to 15 p
 ercent returns a year.
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