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Introduction

In December 2020, the Federal Trade Commission (FTC) filed a lawsuit against Meta
Platforms, Inc. (Meta), seeking a permanent injunction and other equitable relief to “undo and
prevent its anticompetitive conduct and unfair methods of competition in or affecting commerce.”!
The FTC’s complaint alleges that the anticompetitive conduct and unfair methods in question relate
to a concerted effort by Meta to acquire two of its most prominent competitors, WhatsApp and
Instagram, to secure a monopoly power.’

Background

In 2012, Meta acquired Instagram for $1 billion.? For context, Instagram had an explosive
rise to prominence around this time, and despite Meta’s best efforts to genuinely compete, Meta
simply could not keep up with Instagram’s popularity.* Additionally, internal documents reveal that
Mark Zuckerberg, Meta’s CEO and founder, expressed fears that if Meta did not acquire Instagram,
the platform could pose an existential threat to the company.® Therefore, the decision was made to
acquire Instagram, effectively curbing any and all chances that a similar platform or other firm
could come close to directly threatening Meta.® In 2014, Meta acquired WhatsApp for $19 billion
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out of fears the messaging app would venture into the social media market.” Both times, Meta
figured it would be “better to buy than to compete.”®

It is these acquisitions and the failure to genuinely compete with these platforms on the
merits that led the FTC to take action.’ The FTC saw the threat posed by a monopolistic force like
Meta in the social media space and is ultimately looking to divest Instagram and WhatsApp from
Meta’s control.'’After a lengthy trial, the case is still awaiting a ruling from Judge James E.
Boasberg.!!

What if the FTC Wins?

The immediate effect of a ruling in favor of the FTC would see Meta divest from both
WhatsApp and Instagram. Both platforms have received heavy investment by Meta and are large
revenue generators. Instagram generated Meta $66.9 billion in 2024, which was 40% of Meta’s
revenue that year.'> WhatsApp made Meta $1.7 billion in 2024.'* A divestiture of Instagram and
WhatsApp would undoubtably be a financial blow to the company and, using 2024’s figures, would
result in a loss of roughly $68 billion in lost revenue. Considering that Meta’s revenue in 2024 was
$164.5 billion, Meta would see a 40% decrease in revenue.

From a legal perspective, that sudden loss in revenue would undoubtedly send a message
to other large firms looking to acquire competitors and strike fear in companies that made recent
acquisitions of competitors in a bid to hold more control of their markets. On one hand, the FTC
exercising an “undo button” on mergers it had previously approved will better serve the FTC’s goal
of promoting competition because it allows the agency to assess the potentially negative effects of
a merger and course correct.'* Additionally, this victory would signal a shift from courts’ generally
hands-off approach to antitrust law to holding big companies, especially tech firms, accountable
for anticompetitive practices.! Lastly, it’s possible that an FTC win would set the legal precedent
that the FTC can review and challenge corporate mergers twelve years after the merger happened.
It is highly probable that Meta would appeal the decision due to the high stakes involved, and
litigation will continue in the United States Court of Appeals for the District of Columbia Circuit.
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What if Meta Wins?

If Meta wins, Meta will maintain control over WhatsApp and Instagram, sparing it from
losing a substantial amount of income. Additionally, American law has a long-held principle that
the law should not unreasonably revisit settled decisions.'® Companies rely on these FTC decisions
to make strategic business decisions and planning.!” Meta dedicated billions of dollars towards its
new acquisitions in reliance on these decisions.'® If Meta wins, this would help create better
certainty for businesses and potentially set a precedent that the FTC can’t retroactively force
divestiture twelve years after approving an acquisition.'” However, this has the potential to pave
the way for similar large mergers between a large, dominant firm and an up-and-coming competitor
potentially stifling genuine competition.

It is also possible the FTC will either settle or not appeal the decision. In July, the Federal
Communications Commission (FCC) allowed the merger of Skydance and Paramount around the
same time CBS (then owned by Paramount) settled a controversial lawsuit with the Trump
administration for $16 million relating to a CBS 60 Minutes interview featuring Trump.?® Meta
donated $1 million to Trump’s inauguration fund, and in September, Mark Zuckerberg pledged
$600 billion in U.S. investment at a White House dinner.?' Although these are different agencies in
different circumstances, the FCC approving a merger suspiciously close to a settlement favoring
the administration nonetheless sets a precedent that raises questions regarding the integrity of
federal agencies in these seemingly quid-pro-quo situations. Whether Mark Zuckerberg’s donation
and pledge will play into the FTC’s decision is unknown but is still a possibility.
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