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How Amazon wields tech power
DAISUKE WAKABAYASHI 

Seattle, 15 December

E
lastic, a software start-up in
Amsterdam, was rapidly
building its business and had
grown to 100 employees.

Then Amazon came along.
In October 2015, Amazon’s cloud

computing arm announced it was
copying Elastic’s free software tool,
which people   to search and analyse
data, and would sell it as a paid service.
Amazon went ahead even though
Elastic’s product, called ElasticSearch,
was already available on Amazon.

Within a year, Amazon was
generating more money from what
Elastic had built than the start-up, by
making it easy for people to use the
tool with its other offerings. So Elastic
added premium features last year and
limited what companies like Amazon
could do with them. Amazon
duplicated many of those features
anyway and provided them free.

September, Elastic fired back. It
sued Amazon in federal court in
California for violating its trademark
because Amazon had called its
product by the exact same name:
ElasticSearch. Amazon “misleads
consumers,” the start-up said in its
complaint. Amazon denied it 
had done anything wrong. The 
case is pending.

Not since the mid-1990s, when
Microsoft dominated the personal
computer industry with Windows,
has a technology platform instilled
such fear in competitors as Amazon
is now doing with its cloud
computing arm. Its feud with Elastic
illustrates how it brandishes power
in that technical world.

While cloud computing may
appear obscure and geeky, it underlies
much of the internet. It has grown into
one of the technology industry’s
largest and most lucrative businesses,
offering computing power and
software to companies. And Amazon
is its single-biggest provider.

Amazon has used its cloud
computing arm — called Amazon Web
Services, or AWS for short — to copy
and integrate software that other tech
companies pioneered. It has given an
edge to its own services by making
them more convenient to use, burying

rival offerings and bundling discounts
to make its products less expensive.
The moves drive customers toward
Amazon while those responsible for
the software may not see a cent.

Even so, smaller rivals say they
have little choice but to work with
Amazon. Given the company’s broad
reach with customers, start-ups often
agree to its restrictions on promoting
their own products and voluntarily
share client and product information
with it. For the privilege of selling
through AWS, the start-ups pay a cut
of their sales back to Amazon.

Some of the companies have a
phrase for what Amazon is doing:
strip-mining software. By lifting other
people’s innovations, trying to poach
their engineers and profiting off what
they made, Amazon is choking off the
growth of would-be competitors and
forcing them to reorient how they do
business, the companies said.

All of this has fueled scrutiny of
Amazon and whether it is abusing its
market dominance and engaging in

anticompetitive behaviour. The
company’s tactics have led several
rivals to discuss bringing antitrust
complaints against it. And regulators
and lawmakers are examining its clout
in the industry.

“People are afraid that Amazon’s
ambitions are endless,” said Matthew
Prince, chief executive
of Cloudflare, an AWS
competitor that
protects websites 
from attacks.

AWS is just one
prong of Amazon’s
push to dominate large
swaths of American
industry. The company
has transformed
retailing, logistics, book publishing
and Hollywood. It is rethinking how
people buy prescription drugs,
purchase real estate and build
surveillance for their homes 
and cities.

But what Amazon is doing through
AWS is arguably more consequential.

The company is the unquestioned
market leader — triple the size of its
nearest competitor, Microsoft — in
the seismic shift to cloud computing.
Millions of people unknowingly
interact with AWS every day when
they stream movies on Netflix or store
photos on Apple’s iCloud, services

that run off Amazon’s
machines.

Jeff Bezos,
Amazon’s chief
executive, once called
AWS an idea “no one
asked for.” The service
began in the early
2000s when the 
retailer struggled to
assemble computer

systems to start new projects and
features. Once it built a common
computer infrastructure, Amazon
realised other companies needed
similar capabilities.

Now companies like Airbnb and
General Electric essentially rent
computing from Amazon — otherwise

known as using the “cloud” — instead
of buying and running their own
systems. Businesses can then store
their information on Amazon
machines, pluck data from them 
and analyse it.

For Amazon itself, AWS has
become crucial. The division
generated $25 billion in sales last year
— roughly the size of Starbucks — and
is Amazon’s most profitable 
business. Those profits enable the
company to plow money into many
other industries.

In a statement, Amazon said the
idea that it was strip-mining software
was “silly and off-base.” It said it had
contributed significantly to the
software industry and that it acted in
the best interest of customers.

Some tech companies said they
had found more customers through
AWS; even some companies that have
tangled with Amazon have grown.
Elastic, for instance, went public last
year and now has 1,600 employees.

But in interviews with more than
40 current and former Amazon
employees and those of rivals, many
said the costs of what the company
was doing with AWS were hidden.
They said it was hard to measure how
much business they had lost to
Amazon, or how the threat of 
Amazon had turned off would-be
investors. Many spoke on the
condition of anonymity for fear of
angering the company.

In February, seven software chief
executives met in Silicon Valley and
discussed bringing an antitrust
lawsuit against the giant, said four
people with knowledge of the
gathering. Their grievances echoed a
complaint by vendors who use
Amazon’s shopping site: Once
Amazon becomes a direct
competitor, it is no longer a 
neutral party.

The CEOs did not press forward 
with a legal action, partly out of
concern that the process would take
too long, the people said.

Now regulators are approaching
some of Amazon’s software rivals. The
House Judiciary Committee, which is
investigating the big tech companies,
asked Amazon in a September letter
about AWS’s practices. 
©2019 The New York Times News Service

Software start-ups have a phrase for what Amazon is doing to them: Strip-mining innovations. This has fuelled scrutiny of
whether the company is abusing its market dominance and engaging in anticompetitive behaviour

Jeff Bezos, Amazon’s chief executive, once called Amazon Web Services (AWS) an idea ‘no one asked for’ PHOTO: GETTY IMAGES VIA NYT

British Prime Minister  Boris Johnson will “get Brexit
done” by January 31 and then agree a new trade deal
with the European Union by the end of 2020, cabinet
office minister Michael Gove said on Sunday.
Johnson and his team were triumphant last week
when he won a commanding majority of 80 at an
early election he said he was forced to call to 
break the Brexit deadlock. Winning over many
traditionally Labour voters in northern and central
England, Johnson has proclaimed he will lead a
“people’s government”. REUTERS<

Beijing suspended additional tariffs on US products
that had been due to kick in on Sunday, after
Washington and Beijing announced a major thaw in
their trade war on Friday. China will suspend the
planned addition of 10 per cent and 5 per cent tariffs
on some US imports, and “continue to suspend
additional tariffs on US-made autos and spare
parts”, China’s finance ministry announced on
Sunday. The move follows US President Trump’s
cancellation of new tariffs on Chinese products as
part of a “phase one” trade deal. AFP/PTI<

UKPM Boris Johnson eyes
Brexit deal by Christmas 

China suspends planned
tariffs on US goods
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