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1. “The science of taming powerful firms Jean Tirole [Economics Nobel 

Prize 2014] is one of the most influential economists of our time. He has 
made important theoretical research contributions in a number of areas, 
but most of all he has clarified how to understand and regulate industries 
with a few powerful firms.”  
 
We at TheHouseofBranchofGold have taken a rule based approach to 
commerce by using the law as an instrument to establish general 



principles that govern the regulation of commerce. This has lead us to 
consider how commerce may be measured and perhaps controlled. One of 
the general principles which we have established is that at any rate or 
speed at any time during which the commercial activity that takes place, 
actors increase their own value (assuming they make a profit) and, at the 
same time, increase the financial distance between themselves. In short, 
the general principle is that commercial activity speed increase leads to 
an increase in the value of each actor and an increase in financial distance 
between actors. Furthermore the greater the financial distance at any time 
between actors the more it will grow with increased commercial activity.  
 
The models we have used are environments (in which actors carrying out 
commercial activity are situated) that are free of the effect of laws, 
climate, morals, ethics, inflation, cooperation or non-cooperation, the 
application of algorithms etc.  
 
When we speak of actors, this includes people carrying out commercial 
activity in an unincorporated group, partnerships, incorporated entities 
both public and private, public authorities, and individuals. We have yet 
to test our models on nature which may help to understand whether we 
may learn from other species in terms of their economic development. Of 
course they do not deal in currencies but they deal in food and shelter and 
breeding areas and materials. 
 
  
  

2. “Many industries are dominated by a small number of large firms or a 
single monopoly. Left unregulated, such markets often produce socially 
undesirable results – prices higher than those motivated by costs, or 
unproductive firms that survive by blocking the entry of new and more 
productive ones.”  
 
Our experience is such that it would lead us to concur with this comment. 
When we have sought to measure commercial activity we have identified 
that at any given rate the actors increase their value and financial distance 
between themselves and therefore, the greater the rate of activity, the 
more the financial distance between actors. Our research shows us that at 
certain point, some of the actors accumulate enough value to enable them 
to eliminate other actors, becoming a single monopoly or a modern 
monopoly (more than one). We used this principle to analyse the effects 
of various antiterrorist measures being propounded in different countries; 
the “Rotterdam Rules” dealing with international carriage of goods partly 
by sea; the Bachelet reforms in Chile; and the fiscal policies within the 



European Union etc. Our models also show that not just firms but also 
countries are subject to behaviour of some of the actors if powerful 
enough.   
 

3. “From the mid-1980s and onwards, Jean Tirole has breathed new life 
into research on such market failures. His analysis of firms with market 
power provides a unified theory with a strong bearing on central policy 
questions: how should the government deal with mergers or cartels, and 
how should it regulate monopolies?”  
 
 
Under our models, as said above, actors increase their own value and the 
financial distance between themselves at any given rate, assuming profits 
are made, and this produces, at a certain point, a number of actors with a 
marked difference of value in comparison to other actors. Thereby groups 
of actors are created with more value than others. This, as a natural 
process, facilitates the creation of more powerful groups in relation to 
groups of a lower value in the commercial framework.   
In answer to the central policy questions (dealt with by Mr Tirole in his 
research) based on our experience, the most effective instrument at hand 
to deal with these issues is the legal framework that is in place. This 
includes national and international law, the courts, tribunals, lawyers, 
academics, and entities using the same.  
 
The instrument of the law does have its problems. There are many 
deficiencies within the legal framework governing commerce both 
nationally and internationally. For example, equal negotiation power 
which the law seeks to promote between parties in order to allow them to 
agree a contract does not always exist. The legal expense cannot be met 
by all parties at the same level. Commercial pressures operate against a 
fair distribution of the commercial activity among the actors such that 
financial power means that contractual terms are more likely to favour 
one party more than the other.   
 
It is not unusual in contract negotiation for lawyers acting on behalf of 
their clients to see that when dealing with contracts covering domestic 
and international services, some actors press for an unbalanced and unfair 
contract in their favour thereby increasing the legal cost of negotiation. 
Also more powerful countries seek international laws that favour their 
needs rather than the needs of other countries or the global market as a 
whole. A good example of this has been seen with the “Rotterdam Rules” 
which in its original form did not have a volume contract exemption but 
later included this as promoted by the USA because it serves the interests 



of their large corporations contrary to the interests of the wider world in 
seeing a more fair convention without exemption for certain groups and 
thereby bringing more uniformity to this area.  
 
These anomalies of the legal framework need to be managed more tightly 
to ensure distribution of rights that remove the ability from larger 
organisations and countries to exert undue influence in their dealings. It 
can be done and this is shown by the emergence of anti-bribery 
legislation which is designed to prevent companies and individuals 
working for them to gain work in return for a bribe. Perhaps the single 
most beneficial law that could be introduced on a global basis would be 
to ensure that corporation tax on profits is taxed where the money is 
earned and not where the company’s seat of business is allowing 
companies to situate themselves in tax favourable havens and pay 
minimal tax.   
 

4. “Before Tirole, researchers and policymakers sought general principles 
for all industries. They advocated simple policy rules, such as capping 
prices for monopolists and prohibiting cooperation between competitors, 
while permitting cooperation between firms with different positions in the 
value chain. Tirole showed theoretically that such rules may work well in 
certain conditions, but do more harm than good in others. Price caps can 
provide dominant firms with strong motives to reduce costs – a good 
thing for society – but may also permit excessive profits – a bad thing for 
society. Cooperation on price setting within a market is usually harmful, 
but cooperation regarding patent pools can benefit everyone. The merger 
of a firm and its supplier may encourage innovation, but may also distort 
competition”  
 
Within this context, we understand general principles as those created in 
order to provide a basis for controlling the behaviour of industries. Our 
general principles that we have derived from our research are not directed 
to providing a basis for controlling the behaviour of industries but as 
principles of commercial behaviour of individuals alone and in entities 
within the commercial framework which should be considered when 
creating the laws to govern commercial behaviour. Our experience is that 
every behaviour in commerce creates general principles which can be 
beneficial or detrimental to the economic landscape. General principles 
are always there. They exist constantly but may change in application, or 
apply on an accelerated basis, or a slower basis and interact with other 
general principles. Some may continue and others may no longer apply.  
 



From these general principles, beneficial or detrimental, it is possible to 
consider what measures to take in order to modify commercial behaviour 
when necessary in order to produce more positive effects and limit 
negative ones. For example, the general principle referred above which 
provides that at any speed of the commercial activity, the actors increase 
their own financial value (assuming a profit) and financial distance 
between each other, can be used as a basis from which to design the 
necessary measures to distribute commercial activity from those who 
benefit most out from an accelerated commercial activity to those parties 
which benefit less from the accelerated speed of the commercial activity. 
In this way the increased distance between the actors in terms of 
accelerated growth would be lessened and the benefits of commercial 
activity widened to smaller actors.  
 
States could achieve this as in order to distribute the commercial activity 
more extensively, efficiently and justly, so as to decrease the occurrence 
of periods of financial crisis and slow the concentration of economic 
activity into the hands of a few. They could take less taxes from the 
smaller actors and increase the tax on the larger actors and channel the 
benefit of that increased tax into assisting the smaller actors to grow 
creating a stronger commercial framework by creating more strong actors 
and therefore safer jobs for staff and the social benefits which this modus 
operandi would bring leading to less input from the state needed in terms 
of welfare.  
 
Indeed each human activity will create general principles and other 
principles which are more specific therefore general measures to control 
general principles, need to be flexible in order to adapt to more specific 
scenarios. A good example of a high value gained by an actor in the 
commercial framework that would enable it to increase its value further 
and try to distance himself from other actors is given in the London legal 
market. For example, there has been much criticism concerning the larger 
commercial law firms dominating the legal market which has been made 
possible by the formation of agreements between insurance firms who 
have a large legal spend and large law firms who need to earn substantial 
sums to keep financially stable. Insurers want a good deal and large law 
firms want commercial certainty of income so panels are created and 
deals are done squeezing out small but competent firms and more 
seriously blocking the insureds’ rights of having freedom to choose their 
own lawyer. Therefore the large law firms earn large amounts of money 
for legal work provided while smaller firms, earn less owing to a 
shrinking available market as the large customers do deals with the large 
firms. This behaviour and the consequence that it produces, is borne out 



by applying our commercial and legal models which creates the general 
principle.  
 
From this point, other questions arise, such as what is the purpose of 
commerce? Is it to expand without being controlled leaving other actors 
outside the commercial framework? What is the purpose of the law? Is 
the law sufficiently effective and up to speed to cope with the fast 
changing landscape of commerce? The answers to these questions 
depends on the political ideology of those in power. The British 
Government has accepted the concept of alternative Business Structures 
(“ABS’s”) in the legal profession under which, non-legally qualified 
persons can open and run law firms which used to be only done by 
qualified lawyers.  
 
These ABS’s now have access to the legal industry and its financial 
rewards but who is this good for?  Historically the law has been seen as 
an area of business that is not based on commerciality but integrity and 
putting the client’s interests first. The supporters of ABS’s are 
commercial entrepreneurs who regard the legal field as uncommercial but 
capable of being made so. How will this be done? Will financial interests 
override those of the customers? Will expertise be lost to ever growing 
efforts to squeeze the last coin at the expense of a good job? Will it lead 
to a proliferation of large businesses and the loss of smaller firms and 
therefore the loss of choice for the consumers?  
 
It the last financial crisis many law firms failed but who made the 
headlines and why? The big firms did because of the significant loss of 
jobs, the large commercial losses and the cost of lost integrity as far as 
customers were concerned. The problem is that the bigger firms collapse 
the more widespread the damage if they collapse and when they do 
collapse it is usually much more dramatic and sudden than concerns a 
smaller business. Smaller businesses are more personal and the owners 
therefore feel more obliged to care for their staff at their own expense 
which tends to work in the opposite direction concerning large firms. 
They are also less likely to crash in a big way because they have a tighter 
control on the finances and are not given so much leeway by their banks.  
 
This illustrates that general principles that are left uncontrolled create 
difficulties for the development of people, commercial entities and 
countries.  Furthermore countries often behave in the same manner as 
individuals between themselves. For example the U.S. has been trying to 
establish around the world the use of its own principles of how 
antiterrorist measures should be applied. We have, since the tragedy of 



the loss of the twin towers in New York, warned that the U.S. has pushed 
for its own security to be applied within the frontiers of other countries 
causing an unfair cost to the non U.S. tax payer, commercial entities and 
consumers and all done to protect U.S. citizen. The U.S’s own 
international policy depends of the effective contribution imposed around 
the world on other countries.   
 

5. “The best regulation or competition policy should therefore be carefully 
adapted to every industry’s specific conditions. In a series of articles and 
books, Jean Tirole has presented a general framework for designing such 
policies and applied it to a number of industries, ranging from 
telecommunications to banking. Drawing on these new insights, 
governments can better encourage powerful firms to become more 
productive and, at the same time, prevent them from harming competitors 
and customers.”  
 
Our models shows us that it is a natural process to have a different result 
among different actors at any positive commercial rate activity and that 
the actors will increase their own value and the financial distance 
between themselves. As it is a natural process, it needs to be controlled in 
every human activity that takes place in the commercial framework 
unless we want to keep suffering from exaggerated commercial gains 
followed by catastrophic commercial losses popularly known as boom 
and bust. In other words, it is not enough to have good intentions. If 
human processes are not efficiently controlled, true progress will never be 
reached and the distance among actors, will continue to increase at the 
expense of others and boom and bust will continue.  
 
The “general aim” of consumers, one would expect, would be for the 
actors in the commercial framework to produce goods and services at a 
reasonable price and quality in an environmentally friendly and ethical 
manner so the legal framework should have general principles as well as 
the flexibility required to protect these values from those who want to 
produce cheap goods at high prices in an unethical and non- 
environmentally friendly fashion. The aim should be, to have the most 
actors participating in the commercial activity on a fair and ethical basis 
without being able to cause significant damage to each other.  
 
We have always faced in modern times three levels of actors in the world 
so far as countries are concerned being developed, becoming developed 
and under developed so the question is how is it possible to “adapt” 



measures to each actor, in this case, the three types groups of countries, 
so that they do not increase the distance between themselves? Have the 
gaps grown so far that those at the bottom have no hope of growing given 
the ever increasing global nature of trade?  
 
We recommend the establishment of an effective international legal 
framework or “carefully adapted” international legal framework, 
otherwise the distance between these three actors will increase further and 
those at the bottom will never change. Is this the case? The European 
Union has countries like Germany and the UK which are more advanced 
than Greece or Portugal. All Members are equally treated but without a 
unified fiscal policy, these deficiencies create a further separation 
between the actors in the E.U. A good example of this is the financial 
support which Greece is receiving from the E.U., which is evidence that 
even though the E.U. is intended to protect its Member States, Greece did 
not benefit from this protection to further developed itself and in effect 
just became poorer and this financial disparity between the economic 
powerhouses of the Union and the other countries in the Union is likely to 
continue to grow and not even out.  
 
The help given to Greece (and Africa for many years as another 
example), make our case stronger which is that to help countries in the 
long term is not effective as thought. We would propose therefore that the 
creation of a national/international supply chain where powerful actors 
are not allowed to grow over a certain point and where the participation 
of actors is extensive and numerous should have a more positive and long 
lasting effect. We may have to reconsider the purpose of fiscal policy for 
a future which, according to some experts, may see jobs such as insurance 
brokers, watch repair technicians, banking executives, stock exchange 
brokers, bank counter employees, telemarketing sales people etc.  and 
therefore the future of the commercial framework needs to be planned as 
a matter of urgency.   
 
 
Also the E.U. intends to protect its Member States over other countries 
which are not part of the Union, which puts at a disadvantage countries 
outside the Union. Within the Union, countries like Germany and the 
U.K. have more opportunity for work so immigrants from other Member 
States seek opportunities there which puts the national infrastructures of 
these countries under pressure which is unfair for the British and German 
tax payers. It would be fair to say that principles applied in the E.U. 



create a deficiency of both a general and specific nature which are 
creating problems for citizens largely caused by a lack of uniform fiscal 
policy across the Eurozone and the U.K. being out of the Euro.  
 
Commercial globalisation has modified the supply chain from a national 
to an international process operating in different jurisdictions. In many 
cases children, men and women, are working under extremely tough 
conditions, even slavery in some cases, and receiving low pay in under 
developed countries for manufacturing while executives earn large sums 
of money plus other benefits for selling the products with high profits in 
developed countries. This is evidence that the general principles of 
globalisation have failed in many cases the specific needs of workers, 
detrimentally affecting local national industries, diminishing the authority 
of governments and making it difficult to control without international 
consensus. All these cases are evidence that without an effective control 
under the law which should have general principles as well as flexibility, 
actors will increase the financial distance from each other at any level of 
commercial activity. 
 
According to some reports in 2014 1% of the world population had at that 
time accumulated almost 48% of the total world’s wealth. Recently this 
month (January 2015) in a report issued by Oxfam this states that the 
accumulation of wealth by the 1% could increase to 50% and continue to 
increase. According to our models, this is a natural result of the quality 
that every actor (being a financial entity or individual) has different 
abilities and that at a certain point, will each increase their financial 
distance from other actors in the commercial framework. It is clear that 
governments cannot prevent powerful global entities and individuals from 
harming competitors as globalisation is a general state of affairs, but 
without a global legal framework to control it, there are no limits to the 
detrimental effects that they have the capacity to create across the wider 
population. 
 
 
There is an international legal framework which exists in the form of 
international laws that is aimed at protecting workers, the environment, 
fair international trade etc. but also most countries have national laws that 
protect its citizens, the environment etc. Globally applicable controls are 
needed and they need to be created on a fair and equitable basis but is this 
possible? Not without the goodwill of the developed countries. In these 
countries the speed at which the commercial and legal frameworks 



operate is much greater in terms of development. This is a problem which 
needs to be solved. For example, we are building super-sized ports, 
carriers and warehouses throughout the supply chain. The maritime 
industry reports that there is an over capacity as a result of the low 
economic activity. Our models show that these “super actors” create an 
international supply chain (ISC) of high value actors mainly, in which the 
commercial activity concentrates thereby leaving gaps in the supply 
chain. This leaves in each jurisdiction many actors outside this ISC. How 
are these smaller actors in other jurisdictions able to become part of this 
ISC? They are able to plug the gaps but what if they fail or worse sill the 
mega players fail? We are back to boom and bust. Perhaps actors with a 
lower value should form groups within which their own needs could be 
addressed and solutions made effective to solve their specific problems. 
In this sense, the European Union may be failing many MS.   
 
Our models show us that a strong national/international supply chain is 
the one which has a large number of actors in each jurisdiction creating a 
closed network and which is linked with other jurisdictions through a 
versatile and mixed systems of transport and communication which at the 
same time is regulated by a national/international legal framework that 
would regulate the quantity and quality of the commercial activity. The 
concentration of wealth is evidence that this is required across all 
industries at this critical point in time.    
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
   



 

We at Pysdens Solicitors make every effort to keep our expenses to a minimum in 
order to pass our savings to our clients. Our fees are very competitive which, in 
times of economic difficulties, is important to consider. Our policy is to resolve 
disputes early rather than to litigate. 

 

 

Disclaimer: This is not legal advice. We cannot advise any party to act based on this 
report without first consulting a specialised solicitor. The opinions in this report are those 
of the writers. 
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