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This submission only addresses the pricing of e-books.
(a) Whether a difference in prices exists between IT hardware and software products,
including computer games and consoles, e-books and music and videos sold in
Australia over the internet or in retail outlets as compared to markets in the US, UK and
economies in the Asia-Pacific
A difference in prices certainly exists between e-books sold in Australia over the
internet as compared to markets in the US, UK and economies in the Asia-Pacific.
This price difference obviously does not apply to every e-book, but there is good
evidence of a pattern of price discrimination against e-book buyers in Australia.
(b) Establish what those differences are
An objective example of a pattern of price discrimination against e-book buyers in
Australia can be seen in the e-book pricing of fiction books listed on the New York
Times Bestseller lists.
The New York Times Bestseller lists of 25/6/2012 comprised the following titles –

The table below lists the e-book prices (in $US) of those New York Times best-sellers.
Whereas the Amazon book store price of a physical book is the same regardless of
the country or region of the buyer, the Amazon book store price of the corresponding
e-book varies according to the country or region of the buyer. (Some books are
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marked “na” indicating that they are not available in e-book format for buyers in that
country/region). The highest price of any given e-book is highlighted in bold.

(The above data comes from the New York Times website at
http://www.nytimes.com/pages/books/index.html and the Amazon book store Kindle (e-book) website at
http://www.amazon.com/Kindle-eBooks/b/ref=sa_menu_kbo7?ie=UTF8&node=1286228011 and was
retrieved in the period 25/6/12 to 1/7/12).

Clearly, Australian buyers are paying higher e-book prices than buyers on other
countries/regions. For 20 out of the top 35 books, Australians are paying the highest
prices of all countries/regions.
And it is apparent that where the Australian price is the highest, it is highest by a
substantial amount, not just a few cents, as for example with these books, which
show a range of a 24% to 50% increase in price for Australian buyers when
compared to the next cheapest country -

It is not just Amazon that sells at such inflated prices to Australian buyers. These
Amazon Australian prices are substantially the same as prices for the same e-books
in other e-book stores accessible from Australia. For example, some e-book prices at
alternative Australia-accessible e-stores are –
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GONE GIRL
THE MISSION TO PARIS
CALICO JOE
THE INNOCENT

Amazon
$17.05
$19.90
$17.05
$17.05

Borders
$16.99
$19.99
$16.99
$16.99

eBooks
na
$19.99
$16.99
$17.00

Apple
$16.99
$19.99
$16.99
$16.99

(c) Determine why those differences exist
No technical reason
As can be seen in the above price lists, many of the Australian e-book prices are
substantially higher than the e-book price in other countries/regions.
This is despite the fact that the e-book is listed, sold on, and downloaded from the
same USA-based website and servers for every country/region. There is no such
thing as “an Australian Amazon website”. Buyers from every country, including
Australia, all buy and download e-books from the same USA-based Amazon internet
book store at www.amazon.com.
There is therefore no technical reason for higher pricing of e-books for Australians. (In
fact, for UK e-book buyers, the above price lists include VAT, which means that even
with VAT added, e-book prices for UK buyers are generally still substantially lower
than e-book prices for Australian buyers).
Unknown which of publishers or sellers are responsible for pricing decisions
A justification for higher pricing of e-books for Australian buyers is given on the
Amazon website for those e-books which are priced substantially higher for Australian
buyers. The Amazon website pages for those books contain the following statement

Sold by: (name)
This price was set by the publisher
This note can be seen, for example, on the Amazon page for the e-book “Mission to
Paris” at
http://www.amazon.com/Mission-to-Parisebook/dp/B0087JUIOY/ref=sr_1_1?s=digital-text&ie=UTF8&qid=1341229436&sr=11&keywords=mission+to+paris
The e-book versions of books listed on the New York Times Bestseller lists come
from a diverse set of publishers, some of whom are also the sellers of the books, and
Hachette Book Group is the most common seller of these e-books. The table below
list the publisher and seller of those e-books which are priced substantially higher for
Australian buyers.
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Changes in 2011 resulting in higher e-book prices
Prior to late 2010, average e-book prices for Australian buyers were not substantially
higher than for buyers from other countries.
The Amazon book store began including the advisory message (This price was set
by the publisher) when e-book prices jumped substantially following the introduction
of the so-called “agency model” for e-book selling in the latter half of 2010.
Whereas Amazon as a retail e-book seller had previously been able to sell e-books at
a price of its own choosing, it is now forced to sell at a price determined by the
publisher because it is now only ‘an agent’ for the publisher and hence subject to
publisher directions on pricing.
By late 2010, e-book prices had increased for all buyers from all countries. However,
for many e-books, prices for Australian buyers increased by substantially more than
for buyers from other countries.
(In April 2012, the US Department of Justice sued six publishers and Apple alleging
that they had conspired to fix prices by using the ‘agency model’ for selling e-books.
The suit is continuing. See
http://blogs.mallesons.com/ipwhiteboard/us-department-of-justice-sues-apple-over-ebook-price-fixing ).
The ‘agency model’ of e-book selling is effectively ‘Retail Price Maintenance’, a
practice which has been outlawed for many years in Australia by the Trade Practices
Act.
In Australia, the ACCC has so far declined to take action over the ‘agency model’. It
has been reported that
“The ACCC has said that it is aware of the ebook pricing matters going on
in the US, and that online retail competition is one of its key areas of
scrutiny. It wouldn't comment on whether it will also hold an investigation,
but said that retailers with concerns should raise them with the ACCC.”
(http://www.zdnet.com/amazon-to-blame-for-agency-pricing-aba1339335908/
END OF SUBMISSION
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