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Passage 1

Intellectual property: blockchain of command 4118 /= #%; = & X

R

The technology underlying bitcoin may be in for a patent war.

FE A B9 R 2 B AT RE 2 AL AR

From the print edition. The Economist

For fans of bitcoin, a digital currency, the
year got off to a volatile start. On January 5th one
bitcoin changed hands for nearly $1,150—almost
as much as the record set three years ago. It has
since dropped by 33%. Elsewhere in the land of
monetary bits, things move more slowly but trouble
is brewing: a potential patent war looms over the
blockchain, a distributed ledger that authenticates
and records every bitcoin transaction.

Heated fights over intellectual property are
nothing new in promising technology markets. But
given that the blockchain is expected to shake up
everything from the way precious diamonds are
safeguarded to the way shares are traded, the legal
fights could be especially fierce.

On the face of it, the blockchain does not
lend itself easily to staking out intellectual-property
claims. Bitcoin’ s creator, known only by his
pseudonym, Satoshi Nakamoto, published a paper

about his invention, coded the first implementation
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and then disappeared—meaning that the core of the
technology is now part of the public domain and only
important additions and variations could be patented.
And the blockchain’s components are widely known.
In America court decisions as well as a new law on
the granting of patents make it difficult to claim
ownership for such financial innovations.

This hasn’t stopped firms from trying to get
patent protection on meaningful improvements to the
blockchain ,

techniques, says Colette Reiner Mayer of Morrison &

including  security and encryption
Foerster, a law firm. Applications are now becoming
public, because the U.S. Patent and Trademark Office
must release them 18 months after they are filed. A
search of Espacenet, a global database, yields 36
hits; hundreds more are said to be in the pipeline.

Financial firms are among the most assiduous
filers: MasterCard, for instance, is seeking four
payment-related patents; Goldman Sachs has put in
for one outlining a distributed ledger that can
process foreign-exchange transactions. Startups,
including Coinbase, Chain and 21 Inc, have been
busy, too. And then there is Craig Wright, an
Australian who claims to be Mr Nakamoto but has
failed to provide conclusive proof. He has filed, via
an Antigua-registered entity called EITC Holdings,
for 73 patents in Britain.

Only a very few patents have been issued so far.
And known applicants all say that they intend to use
patents only “ defensively” | meaning to protect
themselves against lawsuits. Still, legal battles look
likely : incumbent banks may go after newcomers,
and“ non-practising entities” (also known as “patent
trolls” ) may attempt to shake down other firms. It
could slow the pace of innovation, warns Brian

Behlendorf of Hyperledger, an umbrella group for

several blockchain-related projects.
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To limit such fights, several startups are
opening up their IP. Chain, Digital Asset Holdings
and Hyperledger have made their software open-
source, so that the underlying recipe is freely
available, which also makes it more attractive to
users and developers. Some programs even come
with a licence that makes it impossible to enforce
patents against those who use the organisation’s
code. Blockstream, another startup, has signed a
“patent pledge” , vowing not to sue others—as long
as they don’t use their own patents offensively.

There are also discussions over forming a
like the

Network, created in 2005 to protect member firms

patent pool, much Open Invention
against suits for using Linux, the popular open-
source operating system. The OIN acquires patents
and then licenses them freely to members, which
agree not to assert their own patents.

Whether this strategy of mutual disarmament is
sufficient to avoid another patent war will be clear
only when and if blockchains have become a multi-
billion dollar business. Last month DTCC, a provider
of clearing and settlement services, announced that
it will base the next generation of its trade-
information system on a blockchain, and SWIFT, a
payments network, said it the

was exploring

technology. That might prompt more applications.
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Minimum wage? It’s time to talk about a maximum wage 5 {£ T
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Conservatives try to laugh off the idea of capping executive pay—but it’s an idea with a

distinguished history.
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From the print edition: The Guardian

Most of our mainstream political discourse on
“fighting inequality” has revolved—for years now—
around the more narrow goal of eliminating extreme
poverty. Few of our elected leaders ever dare
suggest that maybe we ought to think about
eliminating extreme wealth as well. Even the mere
idea seems a laughing matter.

Keith Ellison, a

Democrat, knows all this from personal experience.

Congressman Minnesota
Earlier this year, in a talk to the Congressional
Progressive Caucus, Ellison suggested that the time
has come to start contemplating the notion of a
“ maximum wage” .

A reporter who heard those comments later
asked Ellison about this maximum wage “joke” he
had made. “I wasn’t joking,” Ellison replied. We
need to get past the idea, he added, that we can
leave some people in poverty while we let others
“stack up dead presidents like nobody’s business”.

America’s rightwing media promptly swung into
the

progressives want to do next,” the Weekly Standard

mockery mode. “ You won’t believe what
mocked above a story that described Ellison’s
maximum wage comments as “jaw-dropping” .

“ We think,”

Ingraham opined, “there should be a maximum term

conservative  pundit Laura
in office for people with ideas as stupid as this one.”
Someone ought to tell Ingraham that the idea of
capping income has a long and distinguished history in
America. In 1880, Felix Adler, the philosopher who
would later lead America’s first national campaign
against child labor, proposed a 100% tax rate on
income above the point “when a certain high and
abundant sum has been reached, amply sufficient for

all the comforts and true refinements of life”.

Such a levy, said Adler, would tax away “pomp
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and pride and power”. Progressive lawmakers in
Congress would later pick up Adler’s proposal. They
had a big ally in Franklin D.Roosevelt. In 1942,
shortly after Pearl Harbor, FDR asked Congress for
a 100% top tax rate that would leave no individuals
with more than $25,000 of annual income—about
$375,000 today—after taxes.

America’s top unions backed FDR’s plan—and
so, Gallup pollsters reported, did a clear plurality
of Americans. Congress felt the heat. By 1944,
America’s richest faced a 94% tax rate on income
over $200,000. Our top tax rate hovered around
90% for the next two decades, a span of time that
saw the United States give birth to the world’s first
mass middle class.

America in those years became significantly more
equal. By 1970, the 1%’s share had sunk to a tenth of
the nation’s income, versus a quarter in 1928. The
bottom 90%’s share had jumped to two-thirds.

Today, about a half-century later, all that
economic progress has come undone. With tax rates
on high incomes way down, our top 1% have
doubled their income share. Real take-home pay for
the vast majority of Americans, on the other hand,
has stagnated since 1970.

To mnarrow the resulting inequality, many
economic justice advocates argue, we need to battle
for more than redistributive measures that just try to
clean up the messes inequality creates. We need to
battle for a pre-distributive economy that generates
less inequality in the first place. And that means
confronting the giant corporations that dominate our
economy—and especially the executives who lead

About  two-thirds top 1%

households, the Economic Policy Institute calculates,

them. of America’s

owe their fortunes to corporate executive pay.

Researchers at the Stanford Business School two
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years ago asked Americans to estimate the “maximum
amount” a CEO should make at a company where
average workers were making $50,000 a year. The
answers averaged $882,054, about 18 times average
worker pay.

How much do CEOs actually make? In 2017,
the McDonald’s CEO, Stephen Easterbrook, took
home $21.8m. That’s 3,101 times more than the
typical McDonald’s employee worldwide. The typical
McDonald’s worker would have to labor more than
three millennia to make as much as the McDonald’s
CEO made last year.

McDonald’s is an outlier, but even more
average figures are astounding. At most major
corporations, typical workers still have to labor over
three centuries to make as much as their CEO
makes in a year.

The outrageously high rewards that corporate
executives can pocket give these executives, in
turn, an incentive to behave outrageously, to do
whatever it takes—from downsizing workforces to
cutting pensions—to hike their share price and stuff
their own pockets.

What can we do about all this? To start, we
can stop rewarding corporations that use our tax
dollars to increase extreme inequality.

Some 22% of working Americans, one Senate
report noted last year, labor for companies with
Lockheed Martin
alone took in $35.2bn last year from taxpayers.
Lockheed’s CEO pocketed $22, 866, 843 for the
186 times the take-home of the typical

federal government contracts.

year,
Lockheed employee.

Many more millions of Americans work for
companies with state and local government contracts.

In Rhode Island,

legislation that would give companies with modest

lawmakers are considering

T EILHA T ,CEO i “ F i T %" B % 2
Z0, BERETH 882054 KT, KA RE
R T TR 18 5.

CEO M SEPRIL A ZZ 7 2017 48, %
LEHBHRATEN ST - S RN
WAk 2 180 J5 TG, 2 it 5L 45 M 3 3 2 24
3R TR 3 101 £, &S5 R
TERHB XA E Y CEO EFEMBA,
FABAE I 3 000 Z4E 1B jE] .

ZYGERANRY,BELZH YT
SANEN, EREHAAAE, Ll TA
SR B4k =AM it 42 B 8] A RE % B CEO —
FHE

Al = A BT BE AR AR B S R I A R
R T XEGE —-MEREL
A RRSE , ik b A1) R BLAS BE L B 1, N BT &K
H O ABREIHEFESRB RN, RELH
2 IR,

XFF X F B 4, AT AE AL A4 e
5, AT AT LA 1k R B R #b WG AR L 1
TR v AS S A A .

SR - EEL, ZFH49F
22% 1) TAEN R H % EH BB BT & F 5
ANEIMFH . UG EAE - GTARE
FEFMABIATR B KIS T 352 12Ttk
As BRAEEAAEFEHRITE 2FNIBA
A 22 866 843 3 JT, J2 Il % L A R B A
B F T 186 f%,

HEKEE AR5 M A BUF & IT
BRI AF T, EFHEM, LEEN
IEFE% B 7E BUT A R R 1 i 72 o, it
CEO 5 T A Fm tb il 45 K 19 24 B 44 T ek
M, fERE, TH—RELS CEO 5T
AR FH B LB @8t 20 2 1 (A A &7
Al

5 0[] B, 7 AR B XN IR 2 T IR A
Xt AR L6 A5} 44 4 100 £5F0 250 £5 192w E




CEO—worker pay ratios a leg up in the government
the UK, the

Labour party would like to deny contracts to

contract procurement process. In

companies with ratios over 20 to one.

In Oregon, meanwhile, the city of Portland is
now levying extra business surtaxes on companies
that pay their top executives over 100 and 250 times
what their typical workers are making. A half-dozen
states are contemplating similar bills, and federal
legislation along that line is also pending.

Other lawmakers are looking at corporate
welfare , the billions in subsidies that go annually to
big businesses. According to Good Jobs First, two-
$68bn in
business grants and special tax credits from 2001—
2015 went to In 2015,

Representative Mick Mulvaney—a South Carolina

thirds of the federal government’s

large corporations.

Republican who now serves as the director of
Office

proposed a ban on import and export subsidies to

Trump’s of Management and Budget—
any U.S. companies with CEOs making over 100
times their median worker pay.

The maximum wage is an idea whose time has
come. I think most Americans would agree that no
enterprise where workers would have to labor over a

century to make what their CEOs can make in a

year should get a single one of our tax dollars.
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About that, Corporate America, we're not
joking!
Passage 3

Corporate ambitions: Amazon’s empire £\l i : T B 38 75 E

The world’ s most remarkable firm may eventually be threatened by its own success.
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From the print edition: The Economist

Amazon is an extraordinary company. The former
bookseller accounts for more than half of every new
dollar spent online in America. It is the world’ s
leading provider of cloud computing. This year Amazon
will probably spend twice as much on television as
HBO,

products

a cable channel. Its own-brand physical

include batteries, almonds, suits and
speakers linked to a virtual voice-activated assistant
that can control, among other things, your lamps and
sprinkler.

Yet Amazon’ s shareholders are working on the
premise that it is just getting started. Since the
beginning of 2015 its share price has jumped by 173%,
seven times quicker than in the two previous years (and
12 times faster than the S&P 500 index). With a market
$400bn, it is the fifth-most-

valuable firm in the world. Never before has a company

capitalisation of some

been worth so much for so long while making so litile
money : 92% of its value is due to profits expected after
2020.

That is because investors anticipate both an
extraordinary rise in revenue, from sales of $136bn
last year to half a trillion over the next decade, and a
jump in profits. The hopes invested in it imply that it
will probably become more profitable than anyother
firm in America. Ground for scepticism does not come
much more fertile than this; Amazon will have to grow
faster than almost any big company in modern history to
justify its valuation. Can it possibly do so?

It is easy to tick off some of the pitfalls. Rivals will
not stand still. Microsoft has cloud-computing ambitions;
Walmart already has revenues nudging $500bn and is
beefing up online. If anything happened to Jeff Bezos,
Amazon’s founder and boss, the gapwould be
exceptionally hard to fill. But the striking thing

about the company is how much of a chance it has
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of achieving such unprecedented goals.

A new sort of basket-case

This is largely due to the firm’ s unusual approach
to two dimensions of corporate life. The first of these is
time. In an era when executives routinely whinge about

Amazon is

Mr Bezos

pressure to produce short-term results,

resolutely focused on the distant horizon.
emphasises continual investment to propel its two
principal businesses, e-commerce and Amazon Web
Services (AWS) , its cloud-computing arm.
In e-commerce, the more shoppers Amazon lures,
the more retailers and manufacturers want to sell their
goods on Amazon. That gives Amazon more cash for new
services—such as two-hour shipping and streaming video
and music—which entice more shoppers. Similarly, the
the more Amazon can invest in
A third
the

as developers build

more customers use AWS
new services, which attract more customers.
virtuous circle is starting to whirl around Alexa,
firm’s voice-activated assistant ;
services for Alexa, it becomes more useful to consumers,
giving developers reason to create yet more services.

So long as shareholders retain their faith in this
model, Amazon’ s heady valuation resembles a self-
fulfilling prophecy. The company will be able to keep
spending, and its spending will keep making it more
powerful. Their faith is sustained by Amazon’ s record.
It has had
smartphone was a debacle. But the business is starting
( before

more than quadruple the

its failures—its attempt to make a

Last cashflow
$ 16bn,

level five years ago.

to crank out cash. year

investment ) was

Many of these services support Amazon’ s own
expansion and that of other companies. The obvious
example is AWS, which powers Amazon’s operations as
well as those of other firms. But Amazon also rents

warehouse space to other sellers. It is building a $1.5bn
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air-freight hub in Kentucky. It is testing technology in
stores to let consumers skip the cash register altogether,
and experimenting with drone deliveries to the home.
Such tools could presumably serve other customers, too.
Some think that Amazon could become a new kind of
utility ; that the infrastructure of

one provides

commerce, from computing power to payments to

logistics.

A giant cannot hide
And here

real

the the

expectations surrounding Amazon. If it gets anywhere

lies problem with
close to fulfilling them, it will attract the attention of
regulators. For now, Amazon is unlikely to trigger
antitrust action. It is not yet the biggest retailer in
America, its most mature market. America’ s antitrust
enforcers look mainly at a firm’s effect on consumers
and pricing. Seen through this lens, Amazon appears
pristine. Consumers applaud it; it is the most well-
regarded company in America, according to a Harris
poll. (AWS is a boon to startups, too.)

But as it grows, so will concerns about its power.
Even on standard antitrust grounds, that may pose a
problem : if it makes as much money as investors hope,
a rough calculation suggests its earnings could be worth
the equivalent of 25% of the combined profits of listed
Western retail and media firms. But regulators are also
changing the way they think about technology. In
Europe, Google stands accused of using its clout as a
search engine to extend its power to adjacent businesses.
The comparative immunityfrom legal liability of digital
platforms—for the posting of inflammatory content on
Facebook, say, or the vetting of drivers on Uber—is
being chipped away.

Amazon’ s business model will also encourage
regulators to think differently. Investors value Amazon’s

growth over profits; that makes predatory pricing more
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