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PIERRE: The woman walked into Cash
Hogen’s hardware store last fall to ask a
single question about a KitchenAid mixer
on display: What did the manufacturer call
that color scheme? “Tangerine,” replied
Hogen. And with that, the woman walked
out. It is a kind of customer interaction that
happens often these days, said Hogen, who
has run his store in Pierre, South Dakota’s
downtown historic district since 1983.
People come in to look at a product, ask a
question or two, then leave, presumably to
search for it more cheaply online.  Retailers
even have a name for the practice: “show-
rooming.”  “It’s just a gut feeling that she’s
not buying it from me,” he said. 

One reason customers shop elsewhere,
Hogen says, is that even when he can com-
pete on price, he has to charge sales tax,
which ups the ultimate price of his mer-
chandise. The mixer, for example, normally
has a $399.99 price tag in Hogen’s store,
on top of which he has to charge $26 in
state and local sales taxes. Some online
retailers sell the mixer at the same price or
lower, with no sales tax and free shipping.

That sales tax differential is at the core
of a case that will come before the US
Supreme Court on April 17, and the stakes
are high not only for store-keepers like
Hogen, but also for online retailers, for
state governments and for bargain-hunting
consumers. The case stems from a South
Dakota law passed in 2016 by legislators at
the state capitol building a few blocks from
Hogen’s store that requires out-of-state
online retailers to collect state sales taxes. 

The state enacted the law knowing it
would be challenged, due to a 1992
Supreme Court ruling in the case of Quill
Corp v.  North Dakota, which held that
states cannot require retailers to collect
sales taxes unless they have a “physical
presence” in the state. Passing a law cer-
tain to draw fire was “the nuclear option,”
said Republican state Senator Deb Peters,
a prominent supporter of the measure, but
legislators considered it necessary as
internet sales continue to rise.

After the law was enacted, the state
preemptively sued four online retailers.
Overstock.com Inc, Wayfair Inc and
Newegg Inc contested the lawsuits, while
the fourth company, Systemax Inc, decided
not to. After losing in lower courts, South
Dakota appealed to the Supreme Court,
which announced in January it would hear
the case. 

The state will argue that the legal
precedent dates back to the days of cata-
log sales and is no longer relevant in the
internet age. A ruling in favor of South
Dakota could funnel up to $13 billion a
year of new tax revenues into the coffers
of affected US state governments, accord-
ing to a 2017 federal government report.  It
would also make it harder for consumers to
find deals online where they can avoid
paying sales tax. Hogen is following the

Supreme Court action, but while a favor-
able ruling for the state might help him, he
said, he knows a single court ruling cannot
reverse the e-commerce trend.  “If this
sales tax thing goes through, it’s not going
to end internet shopping,” he said. “That’s
here to stay.” 

‘Physical presence’
The rugged, rural, Republican-led state

of South Dakota is notoriously stingy when
it comes to spending taxpayer dollars.  It
has no income tax and relies heavily on
sales taxes for revenue.  The state estimates
it loses up to $50 million a year in sales tax
on internet purchases, which now account
for 8.4 percent of sales nationwide, accord-
ing to US Census Bureau data.

The new law requires out-of-state
online retailers to collect sales tax if they
clear $100,000 in sales to South Dakota
residents or have 200 separate transac-
tions with customers in the state. Wayfair,
Overstock and Newegg did not respond to
requests seeking comment. Amazon.com
Inc, the dominant internet sales company,
has not taken a position in the legal battle
and declined to comment for this story.

Amazon has already agreed to collect
sales taxes in all 45 states that impose
them. The company has not generally col-
lected taxes for items sold on its website
by third party vendors, which constitute
about half of total sales on the platform,
although two states have now enacted laws
to require it to do so.  

The South Dakota law does not directly
affect some other large online retailers,
such as Walmart Inc. and Macy’s Inc,
because they have brick-and-mortar
stores in the state and so were already
required to collect sales tax.

Other states have also wrestled with
how to collect out-of-state taxes from e-
tailers, including New York, which passed
a law in 2008 that sought to stretch the
definition of “physical presence” without
running afoul of the Supreme Court prece-
dent.  The amount of money states stand to
gain from taxing online sales is uncertain. A
widely-cited 2009 study by the University
of Tennessee, updated in 2012, estimated
that $23 billion a year in state and local
revenue was being lost nationwide to
internet commerce in 2009 and would
increase every year. But data from states
that have tried to capture online sales tax
revenue suggest that number may be high.

In New York, for example, the state has
said in court papers that between the 2008
passage of its law and February 2012, e-
tailers remitted $360 million in sales tax.
The University of Tennessee study had
estimated that, by 2012, New York could
collect nearly twice that amount in a single
year by applying state and local sales taxes
to internet purchases. In fiscal 2017, South
Dakota took in just over $1.4 billion in sales
taxes, according to the state’s Department
of Revenue, which accounted for 71.7 per-
cent of the state’s total revenue.

Only Washington state and Tennessee
have a higher proportion of sales tax to
total tax revenue, according to the Tax
Foundation. Despite South Dakota’s pre-
dictions of major gains, Governor Dennis
Daugaard acknowledged in an interview
that “it’s really quite difficult to know”
exactly how much additional revenue the
state will gain if it wins at the Supreme
Court. — Reuters

Poor Internet access is no 
limit to Cuban YouTubers

Internet content disseminated through ‘the Package’
HAVANA: Frank Camallerys paces Havana’s
Malecon esplanade with a telephone at the
end of a pole, seducing thousands of internet
users with images of Cuba despite the com-
munist island’s limited web access. Like other
local stars of YouTube, and nearly the entire
population of the island, the 19-year-old com-
munications student has no internet at home.

So posting a video means a trek across
Havana to a plaza where he can get access to
wifi for a dollar an hour. It takes more than
half an hour to upload his latest production to
YouTube, which generally begins with his
cheerful greeting: “Hello everyone, this is a
new adventure in Cuba.” Camallerys is among
about 50 young Cubans who have become
internet celebrities. His Camallerys Vlogs,
launched a year ago, now have more than
7,000 followers. “Create a video, walk two or
three kilometers to put it online, then wait 40
minutes while it uploads: that shows very well
how much I like this,” Camallerys says. The
public faces similar obstacles, unlike in much
of the world where social media are easily
accessed through mobile phones or home wifi.

In Cuba, internet content is disseminated
through what’s known as “the Package:” a
USB loaded with digital content which passes
from hand to hand. The distributors get the
content from the regular internet and then
offer it to homes for the equivalent of one dol-
lar to people who can then download novels,
the latest FC Barcelona soccer match, or
American NBA basketball. A dollar a day is
roughly the average monthly wage for a gov-
ernment worker, but those in private enter-
prises can make far more. The Package menu
is updated weekly. Emma Lopez, 18, knows
well the benefits of the USB. “The first time,

my video was viewed by three people, until
the Package began circulating and it helped
me progress so that I eventually went coun-
trywide,” she says.

Package and Backpack 
Her channel, Emma Style, gives makeup

tips to young Cubans, but adapted to a reality
in which they might not have access to all the
products. Cuba’s economy remains under a
United States trade embargo and state firms
still account for 85 percent of the economy. “If

you don’t have a brush, use your fingers” to
apply eyeshadow, Lopez advises in her show.
These mini-stars of the internet find audiences
well beyond the Caribbean island.

“Normally when a YouTuber starts out, he
hopes to have support of the population. But
among my followers, a small percentage live in
Cuba,” says Pedro Veitia, 24, of the Pedrito el
Paketero channel. “There are perhaps 50 of us
in Havana,” he says of the small Cuban
YouTuber community. According to figures
cited by the government of President Raul

Castro, 4.5 million people on the island have
internet access.

Unofficial estimates show the Package has
nine million users in a Cuban population of 11
million residents, says Max Barbosa, a profes-
sor of communication at the University of
Havana. Officials have the right to control
people’s access to content but they tolerate
the Package and have even tried to compete
with it by launching “the Backpack,” which is
similar but with cultural content. “Even if they
don’t have internet to be connected all the

time or to generate content, merely saying ‘I
want to be a YouTuber,’ even by alternative
means like the USB, is praiseworthy,” Barbosa
says. Their challenge now “is to start to create
experiences more linked to the Cuban reality,
to strike up a direct dialogue with the Cuban
followers,” he adds. That’s a goal Lopez
aspires to. “We don’t seek to be known as
Cuban YouTubers just because it’s complicat-
ed for us or because we live in a communist
island. We want to be recognized for our con-
tent,” she says. — AFP 

Crypto investors 
look past risks, 
flock to London 
LONDON: Dozens of stallholders, pitching
anything from a happy retirement to commer-
cial property to the future of electronics, set
up shop in central London last weekend to
pitch their wares. The companies and their
salesmen were not there to part ways with the
actual product, however. They just wanted to
encourage buying into the digital coin craze
that is raising billions of dollars.

At what organizers claimed to be Britain’s
first large-scale “Crypto Investor Show”,
attendees were looking to get in on the next
initial coin offering (ICO).  The talk of Silicon
Valley, ICOs are a mostly unregulated funding
mechanism for start-ups to raise capital by
creating and then issuing their own virtual
coins or tokens. Last year, they raised a
record sum as interest in cryptocurrencies
like bitcoin surged.

“I came here to learn about ICOs. You
have to do your research, but I would invest,
it’s the upcoming thing,” said 30-year-old
Shahzad Anwar, who installs electric charging
points and had travelled down from the cen-
tral England town of Solihull with his brother
to attend. “To me, stocks and shares and
bonds are over, they are done,” he said, as
attendees listened to a pitch at a nearby stall
for an ICO wanting to raise tens of millions of
dollars to build and race a supercar. Another
promised to build a network of rest homes for
the elderly. Regulators say ICOs are highly
speculative and investors should be prepared
to lose everything. Unlike stocks, most ICOs
do not confer ownership rights in the underly-
ing business, just the possibility that the
tokens will be worth more in future.
Supporters say ICOs are revolutionizing the
capital-raising industry, a crowd-funding
alternative that gives ordinary people the
chance to invest in start-ups, normally the
preserve of the venture capitalist elite.

From circulating on tiny online chatrooms a
few years ago, cryptocurrencies and ICOs
have moved to the mainstream, with public

advertising common.  Some companies have
pushed back, however. Facebook said it would
ban all crypto adverts because of the risks to
investors.  Twitter said it was taking measures
to prevent cryptocurrency-related accounts
from running scams on its platform.

General public
London regularly hosts conferences on

blockchain, the technology underpinning
cryptocurrencies, where tech wizards
exchange ideas, but the London show was
geared towards the general public as well as
experts. The crowds arrived, some families for
a day out, touring the stalls and listening to
panelists. As well as marketing, there were
sessions that discussed the risks.

Several attendees who worked in the
industry said they were disappointed with the
ICOs on offer, with staff hired for the day to
hand out flyers and with little understanding
of blockchain technology, or if it was even rel-
evant to their idea. “Don’t fall for some of the
marketing out there ... [You have to ask] is it
actually solving a problem or is it just making
one up?” said Linda Leaney at Globcoin,
which claims to be a stable cryptocurrency
backed by global currencies and gold.

One Leeds-based company, offering a
token backed by commercial property, crypto
trading and the founder’s online discount
shopping platform, said it had raised $4 mil-
lion in seed investment, and was targeting $10
million, with bonus tokens and referral awards
for attendees that emailed their details.
Nearby, one programmer and salesman after
another took to a small stage to explain their
business. No company promised anyone a
specific financial return, and aside from the
price of each token and early-bird discounts,
they stuck to talking up their product.

Sam Smit, a 34-year-old electronics engi-
neer from Horsham in southern England, is a
self-styled “dirty flipper” - someone who
buys a token at the pre-ICO stage before
token sales are opened to the general public,
then sells them when they begin trading on an
exchange. “Have you seen ‘Wolf of Wall
Street’? This is the same, pump and dump!”
he said, referring to the 2013 film about the
stock broker and convicted fraudster Jordan
Belfort.  “People here are illiterate idiots.
Often after the pre-ICO stage, it’s already too
late to buy,” he said - while admitting that he
had lost around $400,000 in January when
cryptocurrency prices slumped. — Reuters 

TOKYO: Koichiro Wada (L), president of Japan’s virtual currency exchange Coincheck,
and board member Yusuke Otsuka bow at the beginning of a press conference in
Tokyo on March 8, 2018. The hack of Coincheck — resulting in the disappearance of
NEM cryptocurrency worth 530 million USD — was one of the largest of its kind, and
prompted authorities to search the firm’s office last month. — AFP 

HAVANA: A Cuban youtuber records her y outube program at Havana’s Malecon. HAVANA: A group of Cuban youtubers walk along the Havana Malecon. — AFP photos 

S Dakota urges
SC to click ‘buy’
on Internet
sales tax 

SAN FRANCISCO: Apple Inc and Alphabet
Inc’s Google corporate brands dropped in an
annual survey while Amazon.com Inc main-
tained the top spot for the third consecutive
year, and electric carmaker Telsa Inc rocketed
higher after sending a red Roadster into
space. IPhone maker Apple dropped to 29th
from its previous position of No 5, and
Google dropped from 8th to No 28. Apple
had ranked No 2 as recently as 2016, accord-
ing to the annual Harris Poll Reputation
Quotient poll released on Tuesday.

The poll, conducted since 1999, surveyed
25,800 US adults from Dec 11 to Jan 12 on the
reputations the “most visible” corporate
brands. 

John Gerzema, CEO of the Harris Poll, told
Reuters in an interview that the likely reason
Apple and Google fell was that they have not
introduced as many attention-grabbing prod-
ucts as they did in past years, such as when
Google rolled out free offerings like its
Google Docs word processor or Google

Maps and Apple’s then-CEO Steve Jobs intro-
duced the iPod, iPhone and iPad. “Google and
Apple, at this moment, are sort of in valleys,”
Gerzema said. “We’re not quite to self-driving
cars yet. We’re not yet seeing all the things in
artificial intelligence they’re going to do.”

Meanwhile, Amazon.com held on to the
No. 1 spot, which it has held for five years
with the exception of 2015, when it slipped to
No 2. Gerzema attributed Amazon’s ranking to
its expanding footprint in consumers’ lives
into areas like groceries via its Whole Foods
acquisition. Elon Musk’s Tesla climbed from
No. 9 to No. 3 on the strength of sending
Tesla Roadster into space aboard a SpaceX
rocket - despite fleeting success delivering
cars on time on earth, Gerzema said. “He’s a
modern-day carnival barker - it’s incredible,”
Gerzema said of Musk. “This ‘The Right Stuff’
attitude is able to capture the public’s imagi-
nation when every news headline is incredibly
negative. They’re filling a void of optimism.”

For its part, Facebook Inc’s reputation

improved in the 2018 study, despite being the
target of questions from US lawmakers about
the role of social media in Russia’s efforts to
influence the U.S. presidential election in
2016. Facebook ranked 51st, its best showing
since 2014 when it ranked 38th, the highest
the firm ever ranked in the poll.

This year, film production company The
Weinstein Co made its debut at 99th out of
100 on the list after more than 70 women
accused co-founder Harvey Weinstein of sex-
ual misconduct, including rape. — Reuters 

Apple, Google see reputation 
of corporates tumble 


