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The Platform
Dependency Tax

Every dollar spent on Meta, Google, TikTok, or US-based Saas is a dollar
leaving the local economy and accruing to US/EN platforms. This piece
quantifies the tax, introduces The Sovereignty Audit framework, and shows
program leaders how to begin the rebalance.
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Every dollar your organization spends on foreign-owned digital
platforms is a dollar leaving the local economy and compounding on a
balance sheet thousands of miles away. The Sovereignty Audit makes
that flow measurable — and reversible.

The thesis

e How to quantify the share of your digital budget that exits the local economy each
year

e The Sovereignty Audit framework: a five-element diagnostic for measuring and
rebalancing platform dependency

e Why the Platform Dependency Ratio (PDR) is becoming a board-level metric for
sophisticated institutions

e How to set a defensible 24-month rebalancing target without compromising
operational performance

e How digital sovereignty connects to the broader shift in Discovery infrastructure
driven by Al Labs
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o1 — The framework: The Sovereignty Audit

The Sovereignty Audit

A four-element diagnostic that any organization can complete in a single fiscal cycle
to measure, categorize, and rebalance digital dependency. It is designed to be
portable across sectors — government, NGO, foundation, university — and to
produce a defensible board-level metric.

‘ Measure: Total digital expenditure inventory

Compile every line item of digital spend across the organization for the most
recent complete fiscal year. This includes paid media (Meta, Google, TikTok,
LinkedIn), SaaS subscriptions, hosting and cloud, agency retainers, creator and
influencer partnerships, analytics and CRM platforms, and event technology.
Most organizations under-count by 30-50% on first pass because digital spend
is fragmented across communications, IT, programs, and development budgets.

a Categorize: International vs. locally-owned

Classify each line item by the legal domicile of the receiving entity. International
platforms include Meta, Google (Alphabet), TikTok (ByteDance), and the major
US-headquartered SaaS providers. Locally-owned includes regional agencies,
in-country hosting and infrastructure, national-domain publishers, local creator
networks, and homegrown technology vendors. A regional sales office of a
foreign platform does not qualify as locally-owned for this purpose.

a Calculate: The Platform Dependency Ratio

Sum the share of digital spend flowing to non-domestic entities and divide by
total digital spend. This is your Platform Dependency Ratio (PDR). A PDR above
80% is common on first audit. A PDR of 50-65% represents meaningful
diversification. Below 50% is rare today but achievable within a 36-month
rebalancing horizon for most organizations.
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Rebalance: The 20-in-24 target

Set a board-approved target of shifting 20% of digital budget from international
to locally-owned infrastructure within 24 months. Sequence the shift by
category, starting with the areas where local alternatives are already
competitive (creator partnerships, hosting, regional publishers) and progressing
to harder categories (paid social, analytics) as local infrastructure scales.
Report progress quarterly against the PDR baseline.

Compound: Reinvest gains into local capacity

Track the second-order effects of the rebalance — local agency revenue
growth, regional creator earnings, in-country hosting capacity expansion — and
report them alongside financial metrics. Sovereignty Audits are most powerful
when paired with ecosystem-building investments such as cohort programs,
regional infrastructure grants, and procurement preferences that compound the
redirected capital.

o»— The data.

$14B

70%+

Annual digital ad spend in Latin America Share of LATAM digital ad spend flowing to

Meta, Google, and TikTok

EMARKETER, 2024 EMARKETER REGIONAL ANALYSIS, 2024

$10B+ 200,000+

Estimated annual net capital outflow from Regional jobs equivalent if outflows were
LATAM digital advertising redirected to local digital infrastructure
DERIVED FROM EMARKETER 2024 REGIONAL PILLAR INSTITUTE ANALYSIS, BASED ON
AD SPEND DATA REGIONAL LABOR COST BENCHMARKS
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$5B+ S0

Annual African digital ad spend, with Local revenue retained by TikTok in
comparable repatriation pattern Indonesia prior to local-investment
requirement

STATISTA /| REGIONAL ADVERTISING INDONESIAN MINISTRY OF TRADE, 2023
ASSOCIATION DATA, 2024 POLICY DISCLOSURE

The hidden architecture of digital extraction

hen a foundation in Bogota runs a Meta campaign to reach beneficiaries, when a Lagos-
\/ \/ based NGO buys Google Ads to recruit program participants, when a Jakarta university
promotes a research initiative on TikTok — each transaction triggers a quiet but
consequential flow of capital. The advertising dollar enters a routing system designed in
California or Singapore, takes a brief detour through a regional sales office (often headquartered
in Dublin, Singapore, or Miami for tax-optimization purposes), and then settles into a balance

sheet thousands of miles from the community it was meant to serve.

This is not a moral indictment of digital advertising. Reaching audiences where they are is
rational. The problem is asymmetric: while local currency flows outward at scale, the underlying
infrastructure — the algorithms, data centers, intellectual property, and shareholder equity —
accumulates in a handful of US-headquartered corporations. The Latin American digital ad
market alone is now estimated at roughly $14 billion annually (eMarketer, 2024), with 70%+
flowing to Meta, Google, and TikTok. That is more than $10 billion per year exiting the region, a
sum greater than the combined annual budgets of many national education ministries.

For program leaders and administrators, this matters for three reasons. First, it is a measurable
line item in your organization's contribution to capital flight. Second, it represents foregone
domestic investment — every dollar routed to a foreign platform is a dollar not flowing to a local
agency, regional hosting provider, in-country creator, or national-domain publisher. Third, it
creates strategic dependency: when your audience exists only inside platforms you do not
control, your ability to operate is contingent on someone else's policy decisions.
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Why the dependency tax compounds over time

advertising or subscription spend itself. The second-order cost is audience capture: once
your program's beneficiaries, students, donors, or constituents are primarily reachable
through a foreign-owned channel, the platform sets the terms of access — and those terms can

T he platform dependency tax is not a flat fee. It compounds. The first-order cost is the

change unilaterally. Algorithm updates, policy shifts, and pricing changes are exogenous shocks
that organizations dependent on those platforms cannot hedge against.

The third-order cost is harder to quantify but arguably the most damaging: the atrophy of local
digital infrastructure. When 70% of regional digital budgets bypass local agencies, regional
hosting providers, in-language publishers, and homegrown technology vendors, those
institutions cannot reach the scale necessary to compete. Talent migrates to serve the foreign
platforms or leaves the region entirely. Indonesia's recent decision to require TikTok to invest
locally in order to operate retail commerce in the country was an explicit acknowledgment of this
dynamic — a platform that had captured significant national user attention was retaining zero
local revenue until policy intervention forced a structural change.

Compounding works in the other direction too. Every dollar redirected to local infrastructure
strengthens an ecosystem that can absorb the next dollar more productively. A 20% shift in
digital budget over 24 months is not symbolic — at regional scale, it would represent more than
$2 billion in redirected investment in Latin America alone, sufficient to support thousands of local
agencies, content producers, and infrastructure operators.

The strategic case for sovereign digital infrastructure

or government program leaders, NGO directors, and foundation officers, digital sovereignty
F is not an abstract principle. It is the question of whether your mission can survive a policy

change in a boardroom 8,000 miles away. The organizations that have done this analysis
carefully — and a growing number of European, Latin American, and African institutions are
doing so — typically discover three things. First, their platform dependency ratio (the share of
digital spend flowing to non-domestic platforms) is higher than they assumed, often above 80%.
Second, viable local alternatives exist for a meaningful share of that spend, even if no single
replacement covers every use case. Third, the transition is gradual but achievable: a 20% shift in
24 months is realistic for most organizations.
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The Sovereignty Audit framework introduced in this piece is designed to make that analysis
tractable. It does not ask organizations to abandon Meta or Google overnight — that would be
neither possible nor desirable in most cases. It asks them to measure, categorize, and
incrementally rebalance. The goal is portfolio diversification: reducing single-point-of-failure
dependency on any one platform, and ensuring that a measurable share of digital investment
compounds inside the local economy rather than outside it. Pillar Institute (institute/) works with
regional cohorts on exactly this kind of structural shift.

o3 — Apply this to your organization

sequenced, board-defensible path from measurement to rebalance. Most organizations
A can complete steps 1-3 within a single quarter and begin executing on steps 4-7 over the
following 18-24 months.

PILLAR 7 pillarme.com


https://pillarme.com/institute/

PILLAR

1. Compile a single line-item inventory of all digital expenditure across the organization
for the most recent complete fiscal year, covering paid media, SaaS, hosting, agencies,
creators, analytics, and CRM.

2. Categorize each line item by the legal domicile of the receiving entity, distinguishing
international platforms from genuinely locally-owned providers (regional sales offices
of foreign platforms do not count as local).

. Calculate the Platform Dependency Ratio (PDR) and present the baseline to your board
or executive committee, alongside a 24-month target of shifting 20% of digital budget
to locally-owned infrastructure.

8

4. ldentify the three categories with the highest local-substitution feasibility — typically
creator partnerships, hosting, and regional publishers — and run a pilot rebalance in
those areas within the next two quarters.

. Establish quarterly PDR reporting alongside standard financial metrics, with named
accountability at the executive level.

1

6. Negotiate procurement preferences for locally-owned providers in your next RFP cycle,
including weighting criteria that account for local economic contribution.

. Pair the rebalance with ecosystem investment: cohort programs, local capacity grants,
or partnership with Pillar Institute (/institute/) to scale the underlying infrastructure your
rebalance depends on.

|

Frequently asked questions.

Is this an argument against using Meta, Google, or TikTok?

No. These platforms are operationally essential for most organizations and will remain so for the
foreseeable future. The argument is for measurement and portfolio rebalancing — knowing
precisely what share of your digital budget exits the local economy, and deliberately redirecting
a portion (typically 20% within 24 months) to locally-owned infrastructure such as regional
agencies, in-country hosting, and homegrown publishers. The goal is reduced dependency, not
abstinence.
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How do we calculate our platform dependency ratio?

Pull your annual digital spend across all categories — paid media, SaaS subscriptions, hosting,
agency fees, creator partnerships, analytics tools, and CRM platforms. Categorize each line item
by the legal domicile of the provider receiving the payment. Sum the share flowing to non-
domestic entities and divide by total digital spend. Most organizations discover ratios above
80% on first audit. Pillar Authority (/authority/) publishes a standardized audit template.

What counts as 'locally-owned' digital infrastructure?

Providers legally domiciled in your country or region, paying local taxes, employing local talent,
and retaining intellectual property within the local economy. This includes regional .com or
country-code domain publishers, locally-headquartered hosting providers, in-country digital
agencies, regional creator networks, and SaaS tools built and operated by local teams. A US-
owned SaaS tool with a regional office is not locally-owned for this purpose.

Won't shifting budget to local providers reduce campaign performance?

In some channels, yes — initially. The performance gap reflects scale, not inherent inferiority,
and is exactly the reason local infrastructure has not been able to compete: it has been
chronically underinvested. Organizations that take a phased approach (starting with categories
where local alternatives are already competitive, such as creator partnerships, hosting, and
regional publishers) typically find that performance gaps narrow as local providers scale. The
24-month timeline exists to absorb this learning curve.

How does this connect to Al and Discovery infrastructure?

The dependency tax is not limited to advertising. As Al Labs (/authority/) like OpenAl and Google
increasingly mediate Discovery — through ChatGPT, Perplexity, and Gemini — the same capital-
flight dynamic applies to organizational visibility infrastructure. Building local AEO and SEO
capacity, regional language models, and in-country knowledge graphs is the next frontier of
digital sovereignty. Pillar Institute (/institute/) cohorts increasingly focus on this layer.
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