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Match me if you can 

Whenever I shop at John Lewis, I see its price promise, “Never knowingly undersold”, displayed in an attempt at 
reassurance. It makes me very suspicious indeed. Not that I doubt the promise to meet any competitor’s price. 
I’m sure that happens regularly. What bothers me is the possibility that this kind of promise drives prices 
higher, not lower. 

The problem with a promise to match a competitor’s price is that it will discourage the competitor from cutting 
its price in the first place. If I went into business, one obvious way to win some customers would be to reduce 
my price. If the competitor’s emporium across the road boasted a price promise, I might not bother. 

Imagine that a company threatened its competitors with the following statement: “We guarantee that there is 
no point in you trying to beat us on price. We send people around to your stores to make sure you’re not trying 
any funny stuff. Better, we pay our customers to look at your prices and tell us about them. So forget it. Keep 
your prices high and so will we, and nobody will get hurt.” 

John Lewis doesn’t say that, and nor do any of the other businesses that make price-matching promises. Any 
company that tried it would be hauled up before the Office of Fair Trading in short order, not to mention the 
fact that customers would be unlikely to approve. Still, I am not sure that the difference between the promise 
to customers and the threat to competitors is anything more than rhetorical. 

Price transparency is a double-edged sword. If customers can easily compare lots of prices, then they will seek 
out the best deal. But if customers can easily compare lots of prices, so can competitors, and if they quickly cut 
prices in response, they will also win back customers very quickly. Companies will realise that cutting prices to 
win market share is a mug’s game. 

The price of airline tickets, for example, used to be notoriously opaque. Now you can log into a consolidator 
website and compare lots of different prices, but it’s far from clear that this has led to more cut-throat offers. 

I asked for some quotes just now for a week-long return trip from London to New York in a fortnight’s time. The 
internet broker dug up 200 offers from five different airlines, most of which were for the exactly same price: 
₤299. Only one itinerary, between less popular airports, beat that price, and did so by less than a fiver. 

Of course, that pattern might indicate ferocious price competition, but since the last time I flew on that route it 
was on a half-empty aeroplane, I doubt that price transparency has given airlines much incentive to slash prices 
until every seat is sold. The fact that Byzantine regulations stand in the way of new competitors who want to fly 
the route cannot help: it makes it yet more tempting for the existing players not to fight too hard for market 
share. It is the possibility of new entrants to the market, rather than apparently fierce competition between a 
small number of players, that provides a more reliable source of competitive pressure. 

It is all part of what economists call the “topsy-turvy principle” of competition: the more room there is for 
aggressive competition, the less likely it actually is to happen – loosely, cutting prices in a transparent market is 
like starting a war with a nuclear superpower. In some cases, at least, we should regret the coming of internet 
price-comparison sites. A market where nobody knows what price the competition is offering is also a market in 
which it is worth haggling and shopping around. 

First published at ft.com. 
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LCD flat-screen makers charged with price fixing 
LG and Philips among electronic groups accused by European Commission of operating a cartel 

 theguardian.com, Monday 13 July 2009 21.16 BST 

European regulators have charged several of the world's biggest technology companies, including LG and 
Philips, with fixing the price of flat LCD screens in a move that could lead to fines running into hundreds of 
millions of pounds. 

The European Commission said today that it has sent a formal statement of objections to a number of 
companies alleging that they operated a price-fixing cartel. 
LCD panels are used in televisions, computer monitors and a range of smaller electronic gadgets including 
mobile phones and digital music players, and analysts said the ongoing investigation could lead to lower 
prices for consumers. 

The LCD market is worth an estimated $70bn (£43bn) a year and is dominated by LG Display and Samsung, 
which together have about half the market for television and computer monitors. 
Dutch electronics group Philips set up LG Display with South Korea's LG Electronics a decade ago but has 
been selling out over the past few years and finally exited the joint venture in March. 
The commission did not reveal who had received its letter – part of an investigation launched three years 
ago – but Philips later admitted that it had been charged and it would "vigorously oppose" the allegations. 
LG added that it had also received the statement of objections, which it was reviewing. 

Samsung did not comment, while Sharp and Hitachi, also heavily involved in the LCD market, were 
unavailable. Other major LCD makers include Taiwan's AU Optronics (AUO), the country's largest LCD 
manufacturer and number three in the world, and Chi Mei Optoelectronics. 

Issuing a statement of objections is the first formal step in EU anti-competition investigations and the firms 
are allowed to respond to the objections. In other cartel cases, however, the EU has levied fines as high as 
10% of turnover, which could run into hundreds of millions of pounds for LCD firms. 

In a separate case, LG Display pleaded guilty to price-fixing charges in the US last November after an 
investigation by the American competition authorities. Also pleading guilty at the time were Sharp, Hitachi 
and Taiwan's Chunghwa Picture Tubes. Together they paid some $600m in fines for fixing the price of 
screens sold to gadget manufacturers. That investigation followed scrutiny by the authorities in Japan and 
South Korea. 

News of the commission's move came as Philips announced a drop in second quarter profits but managed 
to stay in the black – with a profit of €45m (£39m) – instead of the loss which analysts had feared. Sales 
were down 19% at €5.23bn for Europe's largest consumer electronics group. 
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Supermarkets fined £116m for price fixing 
 The Guardian, Saturday 8 December 2007 

Supermarkets Sainsbury's and Asda are among companies that have agreed to pay the Treasury near-
record fines of more than £116m after admitting that they fixed the price of milk, cheese and butter in a 
scandal estimated to have cost consumers about £270m.They negotiated a reduction after reaching an 
"early resolution' with the Office of Fair Trading, as part of its investigation into price fixing in 2002 and 
2003. 

The UK's biggest supermarket, Tesco, Morrisons and the dairy group Lactalis McLelland are also alleged to 
have broken the law by fixing the price of dairy products, but do not accept liability. They will make 
representations to the OFT before it makes a final decision next year, when the fines will become payable. 

The Forum of Private Business said the reduced fines were inadequate. "The fines are dwarfed by the huge 
profits," said FPB's policy representative, Matthew Goodman. "An opportunity has been missed to make 
them stop and think about the way they do business. It proves they do not have their customers' interests 
at heart, despite claims to the contrary." 

The supermarkets and several dairy companies fell foul of the Competition Act 1998, which prevents 
businesses from colluding in a way that harms competition in the UK. The OFT reported that customers 
were being charged 15p extra for a quarter-pound of butter, the same for a half-pound of cheese and 3p 
extra for a pint of milk.All the supermarkets and dairies which admitted liability said their actions were 
designed to help British farmers, who were reeling from the effects of the outbreak of foot and mouth 
disease. The OFT has ruled that smaller producers did not benefit. 

Sonya Branch, the OFT's senior director in charge of the case, said the fine was the second highest 
demanded by the OFT - exceeded only by the £121.5m payout ordered from British Airways over price 
fixing of fuel surcharges. She said: "£116m is not a small fine. This shows that where we see evidence of 
signs of collusion, we will come down very hard. This early resolution is good value for taxpayers." 

Sainsbury's said it had agreed to pay £26m, but denied it was seeking to rip off consumers. This was a 
reduction on the planned fine of £40m. Sainsbury's chief executive, Justin King, said: "We are disappointed 
that we have been penalised for actions that were intended to help British dairy farmers, but recognise the 
benefit of a speedy settlement with the OFT." 

Asda has not revealed the amount of its settlement but said its intentions were to give "more money for 
dairy farmers, who were under severe financial pressure". 

Safeway, before its takeover by Morrisons, and dairies Robert Wiseman, Dairy Crest and The Cheese 
Company also admitted colluding over dairy prices. Dairy Crest is expected to pay a fine of £9.4m and 
Robert Wiseman agreed to pay £6.1m. 

Tesco said in a statement: "We acted independently and we did not collude with anyone. Our position is 
different from our competitors and we are defending our own case vigorously." 

Consumer organisation Which? said: "While we are pleased that the firms involved have admitted price 
fixing and been fined, the fines won't repay the consumers who have paid over the odds for basic 
provisions." 

Carl Belgrove, the National Consumer Council's competition expert, said: "These supermarkets have been 
creaming off money from their customers in breach of competition laws. Without the OFT's investigation 
this shameful episode would not have come to light." 

 

 

http://www.guardian.co.uk/theguardian


US government launches legal action against Apple over e-book 

pricing 
WEDNESDAY 11 APRIL 2012 

The late Steve Jobs conspired with the bosses of the world's biggest publishers to fix the price of electronic books, it 

was dramatically alleged in the US today. The US government launched legal action Apple and five book publishers for 

a scheme that it said jacked up the cost of e-books not just on Apple's iPad devices but across the industry and across 

the world. 

Amazon, whose Kindle e-reader was among the first to popularise digital books, was forced to follow Apple's lead and 

raise prices. The US Department of Justice investigation unearthed an email from Mr Jobs to the major publishing 

house bosses in which he discussed a new business model that would allow them to set prices, with Apple taking a cut 

of almost one third. "We'll go to [an] agency model, where you set the price, and we get our 30 per cent, and yes, the 

customer pays a little more, but that's what you want anyway," Mr Jobs wrote. 

The price-fixing lawsuit in the US came on the same day as developments in a parallel investigation in the European 

Union, which could bring down e-book prices in the UK. The EU said it had received "proposals of possible 

commitments" from Apple and four international book publishers, though it was not immediately disclosed what these 

changes would be. The EU launched its investigation last December; the US Department of Justice began looking into 

price-fixing allegations several months earlier. 

According to the price-fixing lawsuit filed today, executives at the publishing houses spoke regularly and even met in 

"the private dining rooms of upscale Manhattan restaurants" to discuss Mr Jobs's offer. The executives took pains to 

cover their tracks, ordering certain emails be "double deleted". 

The cost to consumers of the scheme could be as much as $100m, according to Connecticut Attorney General George 

Jepsen. Eric Holder, the Obama administration's Attorney General  said at a news conference that $2 or $3 was added 

to average price of an e-book. "We believe that consumers paid millions of dollars more for some of the most popular 

titles," he said. 

Apple's entry into the e-books market, with the launch of the iPad and the related iBookstore in 2010, revolutionised 

the market. Until then, Amazon's e-book store operated like a high street bookshop chain, paying a wholesale price 

and then selling e-books at a price of Amazon's choosing. To juice sales of the Kindle in the US, they were being sold at 

a knock-down price of $9.99. That was a figure the book publishers thought was too low. 

Apple's "agency" model would allow publishers to set the customer price directly, at whatever level they wanted. The 

business agreement, which all the publishers signed within days of each other, stipulated that they would not let 

anyone else sell e-books for less than Apple. 

The UK's Pearson Group, owner of Penguin books, is among the five publishers sued in the US. The others are 

Macmillan, Hachette, Simon & Schuster and Rupert Murdoch's HarperCollins. The last three immediately agreed 

settlements with the US government, but Mr Holder promised a "vigorous" court battle against Apple, Penguin and 

Macmillan. 

Last month, the Author's Guild of the US warned that the price-fixing suit would damage the book industry. Scott 

Turrow, the Guild's president, hurting "everyone who cherishes a rich literary culture" He said: "Amazon was using e-

book discounting to destroy bookselling, making it uneconomic for physical bookstores to keep their doors open." 



 Q&A: BA price-fixing investigation 
 

Nov 2007 
 

British Airways (BA) has been fined about £270m by the Office of Fair Trading and the US Department of Justice 
(DoJ) after it admitted breaking competition law. The OFT delivered a £121.5m fine while the US DoJ has 
recommended a $300m (£148m) punishment - though this must be approved by a court. 

What did BA do? 

The Office of Fair Trading in the UK and the US Department of Justice have been investigating allegations of price 
fixing by BA in relation to fuel surcharges on long-haul passenger and cargo flights. The airline's chief executive, 
Willie Walsh, has admitted that members of staff breached company rules - and had contacted a competitor, Virgin 
Atlantic, over the level at which fuel surcharges were to be set. This, he said, was "entirely unacceptable" and was 
condemned "unreservedly". 

What is wrong with doing this? 

Under competition law, tipping off a rival about a price change is illegal. Competition law bans firms from agreeing 
prices. Competition between companies is supposed to lead to cheaper goods and services for customers. Colluding 
with rivals also goes against what BA describes as its "long-standing, clear and comprehensive competition 
compliance policy". 

How long has this inquiry been going on for? 

The BA-Virgin investigations began in June 2006, with two members of staff - commercial director Martin George 
and communications chief Iain Burns - being put on leave of absence. The two left the company in October. The 
probe looked at the period between August 2004 and January 2006, during which fuel surcharges rose from £5 per 
long-haul flight to £60. But the US inquiry into allegations of cargo price-fixing started earlier, in February 2006. 

How did competition watchdogs hear about the competition breaches? 

Virgin Atlantic tipped off the OFT and helped with the investigation. In return, it has been given immunity and is not 
expected to be fined. Under the OFT's leniency policy, a company which has been involved in cartel conduct and is 
the first to give full details about it will qualify for immunity from penalties. 

So was it all BA's fault? 

No. It seems that Virgin Atlantic was, by the very nature of collusion, complicit in what went on. And while its 
decision to turn whistleblower may mean that it escapes a fine, its reputation is likely to be tarnished, say analysts. 
According to the version of events given by BA, on three of the six occasions that the firms colluded, it was Virgin 
which approached BA about plans to change its fuel surcharge. BBC business editor Robert Peston argues that if only 
BA is punished, it makes for rough justice. "Virgin was a willing participant in this shameful attempt to rig the 
market," he said. 

What were the potential punishments for BA? 

BA could have been fined up to 10% of its worldwide sales, which came in at £8.5bn for the year to 31 March 2007. 
In May, it said it was setting aside £350m to cover the fines and the costs of any legal action. Mr Walsh still believes 
this will be enough to cover the costs. 

Is this the end of the matter? 

No. There is still the possibility of criminal action against individuals involved. The OFT is still considering whether to 
bring charges, but said that just because BA had admitted breaching civil competition law, it did not mean that 
individuals had necessarily broken criminal law. 



What are fuel surcharges and will this ruling have any impact on them? 

Passenger fuel surcharges were introduced to help the airlines with the rising cost of jet fuel and have come to make 
up a significant part of the price of an airline ticket. When introduced in May 2004, the charge was £5 return for 
long-haul flights, but soared to as much as £70 for a return flight as companies tried to pass on rising costs to 
consumers. 

The DoJ said that during the air cargo conspiracy, BA's fuel surcharge on shipments to and from the US changed 
more than 20 times and increased from four cents (2p) per kilogram of cargo shipped to as high as 72 cents (about 
36p) per kilogram. Most airlines lowered the surcharges as oil prices came down from record highs, but they have 
since risen again. 

BA insists that passengers had not been overcharged, because fuel surcharges were "a legitimate way of recovering 
costs". The hefty fine for BA does not mean that fuel surcharges will come down. In fact, as the price of oil rapidly 
heads towards $80 a barrel, they are more likely to increase. 

 


