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BRUSSELS—The European Union
unveiled a signature plan to unite the
region’s fragmented online markets
and crack down on possible abuses
by U.S. Internet firms, a move policy
makers hope will boost the economy
and help spawn Internet giants to rival Google Inc. and Facebook Inc.
The plans, six months in the making, are a cornerstone of efforts by
the EU’s recently appointed executive
arm to jump-start growth. They contain 16 initiatives ranging from an
overhaul of the region’s telecommunications rules to harmonized copyright and tax regimes, to cybersecurity and even better parcel delivery.
Crucially, the plans call for several major inquiries into possible
abuses by U.S.-based Web companies. These include a “comprehensive analysis” into the role of online
platforms such as search engines
and price-comparison websites,
which the EU worries may be abusing their market power, and a previously signaled probe by antitrust
regulators into whether Internet
commerce firms such as Amazon.com Inc. are restricting crossborder trade.
The move to a single digital
market is aimed at addressing the
fragmentation that makes it difficult for online businesses to grow.
Joining the markets together
would allow consumers and businesses to act seamlessly across
the entire region, and potentially
propel homegrown Internet firms
into the big league.
The plans are some way from becoming reality. The European Commission, the bloc’s Brussels-based
executive arm, must turn them into
concrete legislative proposals that
will be debated and modified by national governments and the European Parliament, a process that usually takes years.
Building a single market for
goods and services in Europe has
taken many decades, and has moved
forward in a piecemeal way, with

Günther Oettinger, EU digital commissioner, has backed efforts to help European firms overtake big U.S. Web operators.
some plans falling by the wayside.
The plans announced Wednesday relating to the telecom sector are in
part a response to the watering
down by national governments of a
2013 EU proposal. That plan also
called for coordinated allocation of
radio spectrum to help create a
more consistent framework for telecom operators.
The antitrust probe, meanwhile,
doesn’t depend on agreed legislation.
While the plans stop short of
new regulations for Internet companies, Günther Oettinger, the EU’s
powerful digital commissioner,
stressed that such a move was still
on the table, also in terms of the
way online companies handle illegal
content.
“If we’re going to have European
legislation in this field, we need
analysis,” Mr. Oettinger said at a

news conference. The commissioner
previously spoke of the need to regulate Internet platforms in a way
that allows European firms to overtake the dominant U.S. operators,
and his office produced a blueprint
for platform regulation in February,
according to a copy seen by The
Wall Street Journal.
Technology firms cautioned
against heavy-handed new rules,
which they said could constrain Europe’s ability to attract technology
companies and to develop its own.
“Brussels appears poised to put
government officials in charge of
how hugely popular online services
are designed and implemented”
without any evidence they are
harming consumers, said Dean Garfield, president of the Information
Technology Industry Council, a
lobby group.
At the heart of the project is a

determination to fight back against
the dominance of the Web by U.S.based companies. Top EU officials
have warned that European firms
are lagging behind in a critical sector that is squeezing traditional industries one after the other.
Jean-Claude Juncker, president of
the European Commission, the bloc’s
executive arm, said Wednesday that
the plans would “lay the groundwork
for Europe’s digital future.”
“I want to see pan-continental
telecoms networks, digital services
that cross borders and a wave of innovative European startups,” Mr.
Juncker said.
EU officials estimate the plans
could add €415 billion ($465.28
billion) to Europe’s economy and
create hundreds of thousands of
new jobs, urgently needed in a region where unemployment exceeds
11%.

U.S. Tech Firms Argue Against EU Plan
BY SAM SCHECHNER

U.S. technology firms are gearing
up to fight a European Union plan to
level the playing field for companies
competing against Internet giants,
arguing that the proposals could
push the bloc toward protectionism
and censorship.
The EU’s executive arm announced a swath of proposals on
Wednesday aimed at boosting investment in European startups, as
well as at harmonizing copyright
rules and simplifying regulation for
companies that sell goods or send
data across European borders.
But the plan for a new European
digital strategy also strikes at a
pressure point for U.S. technology
firms in Europe by proposing the EU
study a new regulatory framework
for big Internet companies such as
Google Inc. and Facebook Inc. Under the blueprint, the EU is also
opening an investigation into
whether Internet commerce companies such as Amazon.com Inc. are
restricting cross-border trade.
While far from becoming law, the
new proposals show how the legal
landscape is already shifting in response to European fears that big
U.S. tech companies have become
too dominant. That is leading the

companies to push back publicly and
privately in an effort to defend one
of their biggest markets.
“Imposing regulator barriers
would be a grave mistake for Europe, and would have harmful effects on trans-Atlantic trade and investment,” said Dean Garfield, head
of the Information Technology Industry Council, a Washington, D.C.,
trade group that includes Google,
Facebook and Microsoft Corp.
One U.S. technology executive
added: “This is a regulatory agenda
in search of a rationale.”
The set of proposals is the latest
salvo in Europe’s push to rein in the
power of a cadre of U.S.-based Internet superpowers. National regulators in the Netherlands, Spain and
other countries are investigating
Facebook’s privacy practices. At the
EU level, the antitrust regulator has
filed formal charges against Google
alleging that it has abused its dominance as a search engine to promote
its own businesses.
France and Germany have been
at the forefront in the push for regulation of Internet platforms for the
better part of two years.
In an internal position paper in
February, the office of EU Digital
Commissioner Günther Oettinger
said that the bloc should consider

creating an EU-wide regulator. But
the proposal on Wednesday is only
to launch a public consultation.
Technology companies say they
support many elements of the digital-single-market plan, such as harmonizing copyright rules, which
would simplify their businesses. But
they say other elements of the plan,
beyond platform regulation, could
create new regulatory headaches,
such as audiovisual rules to cover
online-video services, they say.
“Some of these proposals take on
real problems, but others also take
on perceived problems where there
is very little evidence base,” said
James Waterworth, head of the European office for the Computer &
Communications Industry Association, a U.S.-based trade group.
In response, executives at the
companies say they plan a flurry of
lobbying to explain their businesses
to European officials, and to remind
the general public how they contribute to the European economy.
Amazon says it has long supported cross-border trade, and that
its European-based sellers earned
more than €2.8 billion ($3.13 billion)
in cross-border sales within Europe
last year. Apple Inc. has highlighted
its hiring and spending in Europe. In
France, Google recently launched an

advertising campaign dubbed “Engine of French Success” to highlight
how the search engine helps French
businesses.
The proposal to better fight “illegal content on the Internet” is one
of the most controversial. Under the
EU’s current rules, tech companies
comply with valid take-down requests from governments and copyright holders, but they generally
aren’t liable for content to which
they haven’t been alerted.
But in changes being considered
as part of Wednesday’s proposals,
the EU could require “Internet intermediary services” to monitor their
systems for illicit content—something tech executives say could have
a chilling effect on free speech.
“You could just end up censoring
everything because that’s the easier
thing to do,” said Chris Sherwood,
the head of public policy for Allegro
Group, an online marketplace based
in Europe.
Officials in France, the U.K. and
Germany have in recent months repeatedly demanded faster and more
effective removal of terrorist propaganda from online platforms. But
while the companies say they are
willing to cooperate, they have resisted calls for automated or preemptive filtering.

WASHINGTON—A federal judge
on Tuesday indicated that how he
interprets the food-distribution marketplace will be the key factor in deciding whether to block the planned
$3.5 billion merger of rivals Sysco
Corp. and US Foods Inc.
U.S. District Judge Amit Mehta
heard opening statements for an expected seven days of hearings on the
Federal Trade Commission’s challenge to the merger, a rare event in
which the government and companies face off in court over the details
of a planned tie-up.
The proposed deal would combine the two largest U.S. companies
that distribute ingredients and supplies to restaurants, schools and
other customers that serve food.
The FTC sought to portray the
two as in a distinct league from
other industry participants such as
regional, local and specialty-food
distributors. Those smaller operations can’t replace competition that
will be lost by the merger, and both
large national customers and local
food-service businesses will be
harmed if Sysco and US Foods combine, FTC lawyer Stephen Weissman
told the judge.
Lawyers for the companies said
the market was large and sprawling,
with more than 15,000 businesses
competing to distribute food to restaurants and other customers.
Restaurants use a variety of suppliers and would take their business
elsewhere if a combined Sysco-US
Foods raised prices after the merger,
Sysco lawyer Richard Parker said.
Sysco and US Foods have $65 billion
in annual revenue.
Judge Mehta interrupted the lawyers on several occasions, with questions and observations about the
case. The judge noted the FTC’s case
against the merger is built in part on
distinguishing between different
modes of distribution for food supplies. And he wondered how he was
supposed to factor in wholesale cashand-carry stores such as Restaurant
Depot, where restaurants and other
businesses can go and buy the goods
at competitive prices.
The judge suggested the case was
more difficult to analyze than some
other recent merger cases because
Sysco and US Foods sell so many different types of products and services.
Judge Mehta also asked lawyers
for the companies whether there
were large national food-service customers who required nationwide
distribution networks offered by
Sysco and US Foods, but not by
other distributors. The companies’
lawyers said the FTC misunderstood
how such large customers do business, with even the biggest competitors using a mix of providers.
Tuesday’s session was held in
open court, but because both sides
relied upon confidential business
material, the lawyers sometimes
spoke in code, referring only generally to detailed business documents
that were being shown to the judge
but not the audience.
The FTC is asking Judge Mehta
to issue a preliminary injunction
blocking the deal while it holds a
more detailed in-house trial in July.
The judge’s ruling, however, is likely
to be crucial to whether the merger
survives.

China’s Balancing Act
BY ESWAR PRASAD
The recent slowdown in
China’s growth is apparent validation of a number of theories de
jour. First, China is getting mired
in a middle-income trap. Second,
China’s long period of high
growth is already a statistical
anomaly that cannot possibly last
much longer. Third, China’s
growth has been built on shaky
foundations of a debt-financed investment binge that has run out
of steam.

It’s possible to maintain
high economic growth
while reforming the economy.
If China wants to escape these
gloomy prognostications and
avoid lower growth rates, reforms and economic rebalancing
are essential. Further growth
built on rapid credit expansion
would be undesirable and risky.
Fortunately, China’s leaders seem
duly committed to financial sector and other market-oriented reforms. But slowing growth momentum in the economy is
constraining economic and political space to push forward those
reforms.
There is no reason to panic—
at least not yet. Reforms and rebalancing are in fact compatible
with maintaining high growth
rates. There is substantial misal-

location of resources in China, so
economic and financial sector reforms resulting in improved resource allocation can help China
maintain growth in the government’s target range of around 6%
to 7%—even while promoting
growth rebalancing in the short
run.
The first channel is labor reallocation. A large pool of unutilized or underutilized labor, especially in rural areas, remains to
be tapped. This is one of the
goals of the government’s urbanization program, although there
may be better ways—involving
less disruption and fewer congestion costs—of moving labor from
unproductive sectors of the economy to more productive ones.
This reallocation effect by itself
can give a short-term boost to
both aggregate productivity
growth and GDP growth.
Second, an increase in private
consumption growth can become
a more important driver of GDP
growth. This will require changes
in the economy that generate
more employment and diminish
the precautionary savings motives of households. Household
saving rates have been driven up
by a weak financial system, reflected in a lack of diversification
opportunities, the inability to
borrow against future income and
an inadequate safety net. The
ownership structures of many
firms and their financing sources
also create incentives for higher
corporate savings that are then
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The People’s Bank of China headquarters in Beijing.
plowed back into investment,
some of which have marginal
value at best.
Third, directing more financial
resources to parts of the economy that are better at generating
employment, especially the services sector and small- and medium-size enterprises, could add
to employment growth. This
would have the added benefit of
reducing the capital intensity of
growth.
Fourth, fiscal policy can play a
more effective role at supporting
growth, creating fewer risks to
the financial sector and promoting growth rebalancing, such as
by strengthening the social safety
net. In a nod to this, last month
the government set a modestly
higher deficit target for the com-

ing fiscal year, although more
substantive changes in the composition of expenditures and the
tax structure are warranted.
Fifth, the rate of investment
growth can be maintained at a
high level, even if the expansion
of bank credit slows, if some of it
is financed through alternative
channels. For example, corporate
bond markets could in principle
do better at allocating capital.
Concerns about China’s high
rates of investment in physical
capital, which accounts for nearly
half of GDP, are legitimate. But
China still has a far-lower capitaloutput ratio than richer, advanced economies and has vast
needs for infrastructure in its interior provinces. The real challenge is to use better mechanisms

to transform domestic savings
into domestic investment in an
efficient manner that allocates
capital to its most productive
uses. Improvements in corporate
governance, the financial regulatory framework and legal reforms
underpinning a market-oriented
system are also essential for productive investment.
What else will it take to generate such positive shifts in the
economy? A broader, more efficient and better-regulated financial system is crucial to accomplish the different aspects of
rebalancing. A more flexible monetary policy framework that is
not hampered by a tightly managed exchange-rate regime and a
more supportive fiscal framework
have to be part of the package.
Institutional reforms and the
freer play of market forces in the
enterprise sector are necessary as
well.
These are all major transitions. Time is short, political opposition is strong and the risks of
stumbling are great. But so long
as the government keeps moving
in the right direction at a reasonable pace, the reforms and rebalancing can take place without the
economy necessarily facing a
sharp slowdown as a necessary
concomitant to reforms.

Mr. Prasad is a professor in the
Dyson School at Cornell University, senior fellow at the Brookings Institution and former head
of the IMF’s China division.

Hillary’s Constitutional Aversion to Criticism
BY DONALD F. MCGAHN II
Progressivism’s ever-tightening
grip on the Democratic Party is
on full display in Hillary Clinton’s
presidential platform. Starting
with her kickoff speech in Iowa,
and in subsequent venues across
the U.S., she spoke of her campaign’s “four fights,” one of which
is a constitutional amendment on
campaign finance. This marks
Mrs. Clinton as an adherent to
one of the newest and most
fervently held tenets of modern
progressive teaching: Citizens
United v. FEC is an evil that must
be destroyed at any cost.
Yet it’s worth dwelling on that
cost. Recent history demonstrates
that the anti-Citizens United campaign quickly devolves into an
assault on the First Amendment
and a free and fair electoral system.
In a sense, it’s fitting that Mrs.
Clinton supports efforts to overturn the Supreme Court’s 2010
ruling that dealt with the right to
buy television ads for a movie
that criticized her. The constitutional amendment she wants
could return American elections
to where they were in 2008, when
her opponents and critics were
often muzzled in the public
square.
Despite the hyperbole surrounding Citizens United, the justices were actually debating a
simple issue: Whether a movie
critical of then-Sen. Hillary Clinton could be aired on pay-perview television. Under the Biparti-

san Campaign Finance Reform Act
of 2002, such activity was banned
within 30 days of a primary election. The justices struck down
this prohibition, ruling that “the
First Amendment protects political speech.” Chief Justice John
Roberts was even more blunt, arguing that such bans subvert “the
vibrant public discourse that is at
the foundation of our democracy.”
There was a time when most
Americans agreed with this logic.
The American Founding was partially triggered by the Stamp Act,
which squelched speech by mandating that publications possess a
stamp purchased from the British
government. Following the Revolution and the ratification of the
Constitution, the first Congress
wisely passed the First Amendment to prevent politicians from
banning speech that criticizes
officeholders. Throughout American history, this constitutional
guarantee of free speech has been
the bulwark of the country’s experiment in self-government.
Yet this consensus disappeared
following Citizens United. The
Democratic Party’s leadership,
fearing the electoral losses that
ultimately came to pass, called for
a crusade to undo the Supreme
Court’s decision. Their holy war
found its fullest expression in the
demand for a constitutional
amendment that would, in essence, repeal the First Amendment.
Mrs. Clinton is now on board
this campaign, based on her
recent pledge to “fix” the political

system “even if that takes a constitutional amendment.” For a
hint of what her proposed amendment might look like, consider the
measure then-Senate Majority
Leader Harry Reid (D., Nev.)
brought to the Senate floor last
year. The so-called Udall Amendment—introduced by Sen. Tom
Udall (D., N.M.), co-sponsored by
48 other Democratic senators, and
ultimately supported by 54 senators, but no Republicans—was designed to reverse Citizens United.

Candidate Clinton signs on
to the campaign to rewrite
the First Amendment
to limit political speech.
The amendment—which was
filibustered in the Senate in September—promises to “advance the
fundamental principle of political
equality for all” and “protect the
integrity of the legislative electoral process.” In reality, it would
give politicians unlimited authority to stifle the speech of their
political opponents.
As with most campaign-finance
reform measures, the Udall
Amendment’s goal is to get money
out of politics. It seeks to accomplish this by allowing Congress to
regulate and limit how “candidates and others” raise and spend
money.
Yet free speech is toothless
without money—especially when

it concerns elections and public
policy. It is necessary to print
campaign mailers, organize phone
banks, air TV and radio ads, build
websites and pay for a thousand
other things.
By giving legislators authority
to regulate the money that finances this speech, politicians
would only succeed in making it
harder for Americans to make
their voices heard in the political
process. The American Civil Liberties Union argued in a 2014 letter
to Congress that the Udall
Amendment would “lead directly
to government censorship of political speech.” The ACLU also
warned that it would “fundamentally ‘break’ the constitution and
endanger civil rights and civil liberties for generations.”
It isn’t hard to see how. The
Obama administration admitted in
2010 that its position in Citizens
United would empower the
government to ban books, ads and
anything else that contains a political message that regulators
and politicians don’t like. The
only limit the Udall Amendment
placed on Congress is that any
campaign-finance law must be
“reasonable.” This led Sen. Ted
Cruz (R., Texas) to remark in a
2014 Senate subcommittee hearing on the amendment that “I am
not content to have . . . free
speech rights protected by the
reasonableness of members of
Congress, Republicans or Democrats.”
No one, left or right, should be
comfortable with giving politi-

cians such power. When elected
officials are able to handicap and
silence their electoral opponents,
they will rarely refrain from doing
so. This is true whether it’s the
man or woman in the White
House, representatives and senators in Congress, state legislators
and governors, or even the
members of the local PTA. A
constitutional amendment on
campaign finance can’t change
human nature.
Before she goes down in history as the first presidential candidate to make gutting the First
Amendment a central part of her
platform, Mrs. Clinton might want
to remember the liberal heroes of
yesteryear who defended free
speech. Supreme Court Justice
Oliver Wendell Holmes Jr. was
right when he declared in 1919
that “the best test of truth is the
power of the thought to get itself
accepted in the competition of the
market.”
Justice Louis Brandeis was
also right in 1927 when he called
for “more speech, not enforced silence” in America’s political debates. And so was Sen. Ted Kennedy, who 80 years later declared
that “we have never amended the
Bill of Rights, and now is not the
time to start.”
It’s a shame that the Democratic Party’s de facto presidential
candidate has abandoned this wisdom.

Mr. McGahn is a former chairman of the Federal Election Commission.

