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Google or Facebook ?, Part II 

 

In our previous essay, we pondered whether 

Google or Facebook is the better investment. 

Our arguments were based mainly on 

numbers related to the size and growth of the 

advertising market and the positions and 

prospects of the two companies within that 

market. 

 

Investing, however, is usually not only about 

numbers. While numbers are of course 

important, it is good to complement them 

with a deeper look into the story relating to 

any particular company. We’ll endeavour to 

do that in this second part. 

 

Let’s begin with a look at Facebook’s mission 

statement. It states the following: “Give 

people the power to build community and 

bring the world closer together.” That sounds 

very nice. At least until the instant we 

confront this statement with reality, because 

reality is diametrically different. The mission 

statement implies that Facebook endeavours 

to bring good to its users and tries to make 

the impression that they are the company’s 

customer. In fact, Facebook is doing 

something completely different. It monitors its 

users literally at every step, collecting various 

data about them, their behaviour, and all 

possible forms of their private data – all of 

which it sells to advertisers. Facebook users 

are therefore not clients at all but the 

company’s product. I have tried in vain to find 

another important company with a similarly 

great disparity between what the company  

 

declares to be its mission and what it is doing 

in fact. 

 

What is Google’s mission statement? It is this: 

“to organize the world’s information and 

make it universally accessible and useful.” 

Google is similar to Facebook in how it collects 

and handles data on its users. The difference 

lies in  

Google’s greater awareness of this disparity 

and of the moral ambiguities involved, and it 

bears these facts in mind – at least a little – in 

how it conducts its activities. In addition, it 

cannot be denied that Google does in fact 

“organize the world’s information and make it 

universally accessible and useful”. Its business 

has a much greater added value than does 

Facebook’s. 

 

Despite all Facebook’s proclamations about 

connecting people and creating communities, 

it is an advertising company plain and simple. 

This is no new discovery, of course, but it 

would interest us to know how many people 

in fact recognise that. Facebook users feed the 

company’s database with unbelievable 

amounts of data at no charge. Facebook is 

vitally dependent on them, because they are 

the source of all its revenues. What would 

happen if people would stop using Facebook? 

 

This may sound like science fiction, but history 

has known a number of similar cases. What if 

people start to become tired of Facebook and 

at the same time begin to realise more the 
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actual nature of its business? Can people be 

kept satisfied indefinitely knowing that they 

are constantly being monitored and their life 

is, metaphorically speaking, for sale? 

Facebook presently has nothing to fall back on 

if people were to stop using it. From this 

viewpoint, Google’s business is much more 

robust and resilient. 

 

The businesses of the two companies also 

have other impacts that may in future be a 

source of existential challenges. We will 

mention the two most serious ones. The first 

one is distortion of reality. What is that about? 

 

If you want to learn something from the 

world, something about current events, or if 

you are just looking for some information, you 

will very probably use Google or Facebook. 

What you see, however, is not objective 

reality but just something Google and 

Facebook want you to see. And this difference 

between reality and what you are provided 

can sometimes be very great. Google and 

Facebook have various motivations, and these 

sometimes are in conflict with one another. 

On the one hand, they want the things you 

see to be high-quality content because they 

should have an interest to provide high-quality 

services. At the same time, however, they 

want to target the specific interests and 

preferences of each individual user, and that 

necessarily deforms what is presented to us. 

In addition, they must of course satisfy the 

demands of their advertisers, and then we 

come to their own internal censorship and the 

interest to shape public opinion, which we 

definitely should not underestimate. 

 

For example, we know that Google and FB live 

off internet advertising. Do you think the posts 

and articles supporting the advantages of 

internet advertising are displayed objectively 

or is there some partiality and therefore 

manipulating of public opinion? Take another 

example: What if Mark Zuckerberg decides to 

get into politics? Would FB be objective or 

would it support him with a skewed post 

selection algorithm? And what if Google’s 

founders would not want him to succeed? 

Would they modify their algorithm too? We 

do not know the answers and it is a scary idea. 

 

The result of all this is that we are presented 

with a skewed image of the world and we are 

unable to judge the extent of that 

deformation. In a situation of duopoly with 

two dominant companies in internet 

advertising, there is also a duopoly of 

information handling. A second negative 

impact caused by the two companies goes 

hand in hand with this. Internet advertising 

already has killed off a large part of printed 

news media, thereby causing the quality of 

journalism to be diminished along with that of 

general debate in society. When we again 

compare the two companies, due to 

Facebook’s susceptibility to abuse and its 

almost complete indifference to this problem, 

it comes off looking far worse than does 

Google. (And I am very well aware of the 

paradox that I am publishing this text on FB.) 

 

This is why both companies will probably be 

more and more targeted by various 

regulations and limitations. After all, this has 

been going on for some time already. The 

regulators are gradually beginning to realise 

that there is not only a duopoly of two 

dominant advertising companies but also a 

duopoly concerning the management of 

information flows. The first indications of 
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regulatory pressure began to appear several 

years ago in the areas of taxation and handling 

of information. Apparently this is just the 

beginning of a long-term trend. In this regard, 

Facebook is certainly more vulnerable than is 

Google. 

 

As we set out to explain in the first part of this 

discussion, it is unavoidable that sooner or 

later Google and Facebook will come up 

against the limitations defined by the size of 

the global advertising market and their growth 

will slow substantially. This slowing will 

probably be much more apparent and also 

more surprising in the case of Facebook. Both 

companies can be expected to come under 

pressure, and it is possible that this will lead to 

an even stronger tendency to manipulate the 

public and even greater exploitation of users’ 

personal data. While Google will be far from 

immune to this pressure, what Facebook 

might do is much more to be feared. 

 

We also must not forget a long-term problem 

in the corporate governance of the two 

companies. They both have several asset 

classes such that the shares owned by the 

founders have more voting rights than do 

those of the other shareholders. As long as the 

two companies are doing well, investors will in 

some measure tolerate that situation. As soon 

as a period of adversity comes along, 

however, this very probably will become a 

source of conflict between the founders and 

other shareholders. 

 

When we look at the historic development of 

the two companies’ share prices, many people 

will ask why we should concern ourselves with 

such nonsense when the share prices of the 

two companies keep rising? A rising share 

price does not, however, mean that 

everything is okay. The rising share prices of 

the two companies, and especially of 

Facebook, reflect very optimistic views about 

the two companies and their futures. This is 

why it makes sense to think about the future 

from various perspectives. Google emerges 

from our deliberation looking better from 

almost every angle, and if the question were 

to be “Google or Facebook?”, our answer 

would be “Google”. 

 

Invest with care! 

 

Daniel Gladiš, 22 October 2017 

P.S. This document expresses the opinions of the author(s) at the time of its writing and is intended 

exclusively for educational purposes. It is not an investment recommendation. Our estimates and 

projections of the future may and probably will contain errors. Do not rely on them but use your own 

common sense and your own analyses when making investment decisions. Vltava Fund does not hold 

shares of either Google or Facebook in its portfolio. 
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For more informations 

Visit  www.vltavafund.com 

Write us investor@vltavafund.com 

Follow us www.facebook.com/vltavafund 

 

 

__________________________________________________________________________________ 

Disclaimer : 

Our estimates and projections concerning the future can and probably will be 

incorrect. You should not rely upon them solely but use also your own best judgment 

in making your investment decisions. 

This document expresses the opinion of the author as at the time it was written and 

is intended exclusively for educational purposes. 

The information contained in this letter to shareholders may include statements that, 

to the extent they are not recitations of historical fact, constitute “forward-looking 

statements” within the meaning of applicable foreign securities legislation. Forward-

looking statements may include financial and other projections, as well as statements 

regarding our future plans, objectives or financial performance, or the estimates 

underlying any of the foregoing. Any such forward-looking statements are based on 

assumptions and analyses made by the fund in light of its experience and perception 

of historical trends, current conditions and expected future developments, as well as 

other factors we believe are appropriate in the given circumstances. However, 

whether actual results and developments will conform to our expectations and 

predictions is subject to a number of risks, assumptions and uncertainties. In 

evaluating forward-looking statements, readers should specifically consider the 

various factors which could cause actual events or results to differ materially from 

those contained in such forward-looking statements. Unless otherwise required by 

applicable securities laws, we do not intend, nor do we undertake any obligation, to 

update or revise any forward-looking statements to reflect subsequent information, 

events, results or circumstances or otherwise. 

This letter to shareholders does not constitute or form part of, and should not be 

construed as, any offer for sale or subscription of, or any invitation to offer to buy 

or subscribe for, the securities of the fund. 

Before subscribing, prospective investors are urged to seek independent professional 

advice as regards both Maltese and any foreign legislation applicable to the 

acquisition, holding and repurchase of shares in the fund as well as payments to the 

shareholders. 

The shares of the fund have not been and will not be registered under the United 

States Securities Act of 1933, as amended (the “1933 Act”) or under any state 

securities law. The fund is not a registered investment company under the United 

States Investment Company Act of 1940 (the “1940 Act”). 

The shares in the fund shall not be offered to investors in the Czech Republic on the 

basis of a public offer (veřejná nabídka) as defined in Section 34 (1) of Act No. 

256/2004 Coll., on Capital Market Undertakings. 

The Fund is registered in the Czech National Bank´s list in the category Foreign AIFs 

authorised to offer only to qualified investors (without EuSF and EuVECA) managed 

by AIFM. 

Historical performance over any particular period will not necessarily be indicative of 

the results that may be expected in future periods. 

Returns for the individual investments are not audited, are stated in approximate 

amounts, and may include dividends and options. 
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