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ANTHONY MARX: Good evening. Good evening. Ooh, that’s bright. Good evening. I’m Tony Marx, I’m the President of the New York Public Library, and we’re delighted to have you here for a robust discussion of an important set of events and an important set of principles at stake. Let me be clear about some of the Library’s principles. Number one, we believe we have an interest in and we believe that authors should be fairly compensated for their work. We believe that not just out of friendliness but because we want to see more great creativity in the world, and we understand that is part of how that happens. Secondly, we believe that there is an important value added to the work that publishers bring to this enterprise, in particular the amazing help at editing, because those of us who have been authors know that we need that help. We need to ensure that that continues. 
And, as the Library, in fact the greatest of public libraries in the world, for which a third of New Yorkers depend upon to be able to read books that they can borrow that they can’t afford or to have access to the Internet or computers that they can’t afford. We also believe that we have to as a social mission ensure that continued provision of access to the world of ideas and information and the invitation to join the world of creativity to all comers, including especially those who could not otherwise afford it. We think those three principles have to work together. 
And lastly, I think we all understand that the world is in a transformative moment in terms of access to information, in terms of the technology of that access, in terms of the business practices that are disrupting so many of our lives that create the kinds of challenges we’re here to discuss tonight, but also amazing opportunities. The simple fact is we cannot and we should not put the genie back in the bottle. We have to figure out how these changes can be used to meet the social needs of readers and writers, of researchers, of the wealthy and the poor, of businesses and people who can’t afford those kinds of businesses. 
Lastly, the Library is committed to free public exchange over the crucial issues of the day. We do so with a dedication that I know you will share of decorum. I say that as a former college president who has had to actually stop physical fights at lectures. So on that basis, we are honored and delighted to host this evening’s important discussion. And let me then introduce my colleague, the Director of NYPL LIVE, Paul Holdengräber. 
(applause)

PAUL HOLDENGRÄBER: Thank you, Tony. As you heard, my name is Paul Holdengräber. I’m the Director of Public Programs here at the New York Public Library, known as LIVE from the New York Public Library. My goal, as all of you know, is to make the lions roar, to make a heavy institution dance, and when successful to make it levitate. 
When Tina Bennett approached me, I could not resist, thus tonight. I’m very pleased that we are hosting this conversation and I’m happy that WME is cohosting Amazon: Business as Usual together with LIVE from the New York Public Library. The event tonight will be about as long as a psychoanalytical session when your shrink is generous, so about sixty minutes, and then there will be an occasion for you to ask questions for about thirty minutes. I insist on the notion of question rather than comment, so if you could really force yourself to ask a question and, if possible, a good question. I’ve actually noticed that questions can actually be asked in about fifty-four or fifty-seven seconds. Now, I will moderate the questions, so if you go on too long, I’ll cut you off. 
For the last seven years or so I’ve asked my guests to provide me with a biography of themselves in seven words, a haiku of sorts or if you’re very modern, a tweet. These are the seven words of our participants. Morgan Entrekin: “Old school independent literary publisher from Tennessee.” Danielle Allen: “Wannabe poet had to settle for politics.” Bob Kohn: “Aristotle, Shakespeare, Dr. Johnson, Jefferson, Mortimer Adler.” Tim Wu: “Net neutrality gradually became my life’s work.” Tina Bennett: “Lapsed academic finds true love in publishing.” James Patterson: “Husband, father, brother, friend, partner, neighbor, writer.” And finally David Vandagriff: “Did you read the contract—” (laughter) That was just three words, but I’ll continue: “Did you read the contract before signing?” Please welcome them.

(applause)

TINA BENNETT: I want to thank Tony Marx so much, and Paul Holdengräber, who’s been extraordinary. We put this event together very quickly. The Library has been an astonishing partner. I’m not sure this was a land speed record, but it must have been close, and I’ve always thought of the Library as the capitol building of book culture in America, so we’re all very honored and grateful to be here. I also want to thank my colleagues at WME for supporting so boldly and unstintingly a conversation that’s very open-ended. I don’t think any of us have perfectly settled opinions on this. They’ve been enormously supportive at a pivotal moment in the history of publishing. 
So why have we gathered here this evening? It may seem a little quixotic, a kind of cross between a seminar and a guild meeting and a tribal gathering. I think of it as a kind of Loya Jirga for book people (laughter) and what is this about and what do we hope to achieve? Much has been written on this and more every day. The New York Times, Slate, the Atlantic, Publishers Marketplace, I could go on and on. Really superb pieces in the New York Review of Books, outstanding pieces and more all the time. We will see more great commentary on this. From the inside of the business, however, I have felt personally that there is a kind of ominous silence. Almost as if people are watching a loved one be operated on in a room that they can’t enter. Certainly as agents we’re pacing anxiously around this room. It’s a bit of a black box. The only two parties in there are Hachette, presumably at some point other publishers will enter the room, and Amazon. 
We feel instinctively that it is a truly historic negotiation that’s happening in there that could change our business forever, and if you’re an agent or if you’re an agent with a certain kind of personality, that’s intolerable, so you feel someone must be in that room to represent the needs of the author, and no one is in that room right now who represents the needs of the author. So we thought we will just have our own room and we will have our own conversation, and we don’t know if it will make a difference, but it might make us feel a little bit better. And at the very least it will surface some issues that may be useful. It will refresh the screen, possibly refresh our spirits a little bit and shake up the conversation in some way that perhaps will have some utility. 
The public interest is deeply involved in this. I talked about moving from a kind of a two-person conversation to a three-person conversation, but I think we are all here tonight because we feel strongly that this is an issue that involves all of us and it involves America, and it involves democracy. In doing research for this event it’s interesting to me, because I think the democracy issue cuts a lot of different ways, and I’m sure that will emerge in the conversation tonight, but I think it could not be more consequential, and it involves all of our hearts and minds as businesspeople, as citizens, and as professionals. And I would remind us all that the root of the word “professional” is to profess or to speak openly in public. 
So I don’t think anyone expects that this conversation is going to solve any problems this evening, and it does feel a little bit risky, but at a certain point, I think that the risks of silence and inaction are perhaps greater, so it will not escape anyone’s notice there are no representatives of Amazon here tonight. We had hoped there might be. We did invite Amazon several times. They told us they were unable to attend, but they did suggest that we include independent lawyer David Vandagriff. We’re delighted he could join us. I know I have learned a lot from reading his blog over the last couple of days. It will absolutely add a different perspective to our conversation, and we welcome him and his readers to New York tonight. 
So seven seems like a lot of people to have onstage, but I’m calling it a lucky number, and we’ll plunge right in. I’m not going to recap where we are, because I think everyone here knows this story. So just to address this in the broadest possible way, the concern that has brought us here tonight. Is this a crisis or is this business as usual? And if you don’t mind, I’d like to ask everyone to assign a number from one to five, how alarmed are you about where we are right now? Just a kind of temperature check, one being business as usual, five being five-alarm fire. And I’ll start with Jim Patterson, who honors us with—
JAMES PATTERSON: Three.

TINA BENNETT: Well, I was going to start with you because I saw an interview with you where you said that Amazon—

JAMES PATTERSON: I’m not here as a businessperson at all, and so it’s not business as usual for me. I’m here as a wounded gazelle, (laughter) or hopefully not a wounded, but as a gazelle. I think one of the things, you know, as a writer, one of the things people need to understand is somebody may look at us as kind of a weak group, but for us this is almost religious and I think anytime anybody gets into a religious war, they’re foolish. We learned that in Iraq, we learned that in Afghanistan, or we should have anyway. Ireland, you know, they should have learned about religious wars. And I think for most writers, this is religious, because what’s at stake here is writing, is books, is, you know, a lot of things, it’s our livelihood, it’s the livelihood of our friends, and I don’t think we’re going to roll over easily, I don’t think the writers will. 
TINA BENNETT: Bob?

BOB KOHN: I’d say five. The reason is I think that Amazon has an argument that is very simple but apparently strong, and one that a lot of people have bought into, including the Department of Justice, a federal judge, and a lot of the people in the public. And that is consumers are always better off with lower prices. And I think, you know, on the face of it it looks like a very simple argument but the problem is the premise is wrong. Consumers aren’t always better off with lower prices. If you think of this as air, you know, clean air. Clean air has a zero price, but we know that there’s a problem, there’s a market failure here, because if you consider it as costing nothing, you’re simply going to use all the clean air with air pollution, so there has to be rules against this. 
And the reason why I say it’s a five is because Amazon has been violating the rules, they have been predatorily pricing, lower, you know, selling books below marginal costs. And now with respect to Hachette, they are moving forward and using the position they’re in to lower prices even further, and Hachette’s just the beginning, because they’re going to approach all these other publishers, which you mentioned, but I think self-published authors, at the end of the day, who have no leverage whatsoever, because they’re signing contracts that can be changed by Amazon just with simple notice, self-published authors are going to be in a position where there’s no place else to go. If Amazon does achieve 90 percent market share, with the network effects that it has, I think that’s going to be a crisis of five. It’s a crisis of five for free speech issues, it’s a crisis of five for a lot of other cultural issues that I’m sure will be discussed later on.
TINA BENNETT: Thank you. Danielle?

DANIELLE ALLEN: Sure. I’ll throw out a four, I guess, and for reasons including both what James and Bob have said. So with regard to the religious war question, I think that’s right. So I was reading today a great article by Arthur Schlesinger about the Stamp Act, in the 1760s, which was when the British put a tax on paper, which made newspapers worried that it was going to kill journalism, newspapers would go out of business, and the British learned that tackling writers is a mistake, because not only are they passionate, but they’re literate, articulate, and they know how to get the word around. 
So, that’s absolutely right, but in that instance one of the things that happened was it was very easy to rouse other constituencies. So the writers were concerned about the threat to publishing, but they also roused the merchants, everybody else who cared about taxation, so to the point about the consumer argument, I don’t see that other constituency coming in as an ally in this case, and so that’s why I would. There is a cause for hope—the power of writers—but there’s also a cause for alarm, the lack of other constituencies that one can see easily being pulled in to the conversation. 

TINA BENNETT: Tim?

TIM WU: I’d say a four, and I’d say that in terms of the significance of the moment, not only with respect to the crisis. I want to state this in a slightly broader context. The Internet has been with us as a mass medium for about twenty years now. The early companies that started on it, all of them were startups you know twenty or ten years ago, whether Amazon, eBay, Google, all these companies, and they, you know, they have the—they have the energy, the enthusiasm, they promised a lot, and in fact have become successful. And the significance I think of this moment is that they are finally achieving the kind of power where we are seeing not only with Amazon but also with Google and also with companies like Facebook a moment where they are meeting—They have not had to think about the public interest, have not had to think about regulation, have not had to think about their effects on the world really. They’ve just kind of been in a bubble sort of free to do as they like, inventing new things, and have been coasting on this good reputation and the fact that they have, they do in fact have great technology. 
So we’re at this historical moment where these sort of adolescents are finally running into the rest of the world. And I think it’s an incredibly important—I mean, adolescents if they stay adolescents forever can become very dangerous. If they never learn manners, if they learn what it means that your conduct can be harmful to other people. If they never learn, they can become extremely dangerous creatures out on the earth, and each of us knows someone who’s never really grown up. So I think that’s what this moment is. This is a moment where the rest—and I’m an Internet person, I work with Silicon Valley, I have a lot of respect for the Valley, but it does need to grow up, and it does need to face that there are values at stake here that are beyond lower prices and that are beyond something that’s faster or a cooler interface. And I think that is exactly this moment, it is an education, and those of us who care about values other than those I’ve just mentioned need to make sure those lessons are learned.
TINA BENNETT: Thank you, Tim. Morgan?

MORGAN ENTREKIN: So, can you remind me exactly what the one to five scale is?

(laughter)

TINA BENNETT: It’s kind of the DEFCON scale. One is business as usual, no problem. Five is, you know, fire alarm, fire alarm.

MORGAN ENTREKIN: My answer is three. You’re talking about right today, tonight, where we’re sitting.

TINA BENNETT: Yes. 

MORGAN ENTREKIN: I don’t think that we’re in a crisis today. Because if you look at the publishing companies that have to report publicly have shown record profits really for about the last thirty-six months because Jeff Bezos and his colleagues at Amazon invested tens of millions of dollars into creating a very smooth transition for us to digital. Now, you know, the people at Barnes & Noble contributed, people at Sony, people at Kobo. But it was primarily that there was a reliable vendor, we didn’t have piracy problems, and we got paid decently. And so we can’t discount that, and we can’t discount how healthy publishing has been these last few years. 
Now, the problem is the future is five because we are concentrating the flow of information in our society into the fewest hands ever in the history of the world, and that’s not a healthy thing for all of the obvious reasons that some others here have brought up, but, you know, and that’s why I think that it’s necessary right now for us to address this. But the situation right now is okay. The status quo for Grove Atlantic as a midsize independent publisher is okay, because we’re allowed a margin that’s an okay margin for us to operate, but it’s the future that I’m worried about.

TINA BENNETT: Understood. Thank you. David.

DAVID VANDAGRIFF: Let me first just before I respond, let me clarify my relationship with Amazon. I don’t work for them, they’re not a client. Most of my previous interactions with Amazon have been banging heads with their lawyers on behalf of my clients, and this is the first time I seem to remember getting a call from anyone at Amazon saying anything but, “No, we don’t do what you want us to do.” So anyway, so that’s it. They bought my plane ticket to New York, and that’s it in terms of my relationship with them. 
In terms of numbers, it’s a one, because we are in a technology-powered disruption. The combination of ebooks and e-commerce, changes—is changing and will continue to change the way that books are bought and sold. It will also continue to change the way that books are produced. Independent authors like two things about Amazon. Number one: money. They get paid more, they earn more from Amazon than they do from anyone else. And this includes authors who were formerly traditionally published, some of whom are continuing to be traditionally published. They make more money from Amazon than they do from publishers. And I see clients on a regular basis who are turning down publishing contracts because they can make more money on Amazon. H. M. Ward, famously, about a month ago turned down a million and a half dollar advance because she can make more money from Amazon. 
In terms of the second thing that they like is control. My wife has been a novelist for many years. First, she was traditionally published, then about three years ago she self-published, started self-publishing her work. And the thing that she likes about it, and this I hear from many authors is I’m finally in control, okay? I don’t have to call someone and maybe get a return call or get a return e-mail or maybe not to find out what’s going on. I don’t have to sort of deal with the drama that sometimes floats through publishing and comes through the phone, and when the book is done, when it’s edited, when I have my cover, you know what? It’s published. No one is telling me we’re going to publish one book of yours per year. If I write four books, I publish four books. If I don’t like the cover, I tell the cover artist to either change or it or I get a new cover artist. If my editor is not treating me well in any way, I just get a new editor, hire a new editor. All the strings, all the control are in my hands as an author, and they like that.
TINA BENNETT: Not to cut you off, I think that the compare and contrast between traditional publishing and self-publishing is something that we’ll talk a lot about this evening. My second question right now is in talking about books. The story that I heard, I can’t remember the source now, is that when Jeff Bezos was setting up Amazon twenty years ago he analyzed fifteen or twenty different product categories and settled on books because they were a “pure commodity.” They’re the same everywhere, they’re easy to ship, they don’t spoil, a book here is the same as a book there. They were perfect for the business model, but that line, “pure commodity,” I hope I’m getting it right, forgive me if I’m not, stuck in my mind and I wonder what the panel thinks about this and whether we could talk about it. Are books a pure commodity or is there some other aspect? And maybe I’ll start with Morgan on this one. 
MORGAN ENTREKIN: First, in response about the idea that authors are making more money, that’s not true with a lot of my authors. I mean, I pay advances for books that are literature in translation, for poetry, for drama, for serious works of nonfiction that are not going to sell. And I publish them because I think they need to be published because I think they contribute to the discourse of our society, and I’m hopeful that one of them turns into Borges or Neruda or Octavio Paz or Frantz Fanon or some of the great books that Grove has on our backlist, but they absolutely are making more money. Those are books that wouldn’t be published otherwise. Not to mention the ones that I finance with, you know, probably 20 percent of my net revenue out as research and development money. 
TINA BENNETT: We’re going to talk about that, too, because that’s probably my biggest concern in this whole panel, it’s frightening.

MORGAN ENTREKIN: But that’s the whole thing I’m leading into the idea of the commodities. If you see this as just I think, you know, either genre publishing or certain category publishing, yes, they are, but books—you have to understand there’s a very broad, broad range of books and one of the things that’s so good about I think as I have in my thirty-seven years watched when I came in the Scribners owned Scribner’s, the Macmillans owned Doubleday, etc., we’ve watched corporations come in but all of those corporations have retained in some corner an imprint or two or three that are publishing books like Grove Atlantic publishes, that aren’t necessarily going to be profitable right away, because they feel a sense of social responsibility and cultural responsibility, so in that sense books are not just commodities.
TINA BENNETT: This picks up—Jim, you were saying there is almost a religious component. That seems very relevant to this question. So for you is a book just a commodity? How would you—

JAMES PATTERSON: Once again, I don’t think publishers look at—obviously with Morgan, I mean he doesn’t look at—they could make more money just publishing the kind of junk I write (laughter) and they don’t do that. And one of the reasons—one of the thing about the publishers—publishers don’t make a lot of money, which is one of the reasons that American corporations by and large don’t own publishers. And people need to understand—these are not corporations that are coming in here and just making tons of money and I think the great fear for me is that if they getsqueezed down anymore than they’re getting squeezed now, they’re not going to have money to experiment, they’re not going to have money to bring authors along, they’re not going to have money to buy the Infinite Jests and things like that and even online. Suppose that you can choose from two million books on Amazon and they’re the only publisher, how are you supposed to sort through that, and who’s picking it out and here’s—for example, if Ulysses came out today and Amazon was the publisher, I can see it now, fourteen Fs. “Couldn’t get through the first page.” (laughter) “Couldn’t get through the first—” You know. How are those things ever going to get published if we don’t have publishers who basically are doing it—a lot of it is out of love. They love literature, they love books, and they think books are important in our country, and I do too.

TINA BENNETT: How about the historical perspective and the legal perspective? I think I’d start maybe with Tim on this—is there some extra component to a book as a commodity?
TIM WU: Well, I almost feel like describing a book as a commodity while we’re in the New York Public Library feels like blasphemy, you know, it’s sort of like asking if you’re in the Vatican. It seems like you know it’s almost like we’re in the Sistine Chapel asking whether the Bible is just to be bought or sold. You don’t have libraries for like sandwiches or for like rubber boots or other commodities. We don’t have libraries. To take another commodity. Bicycle helmets, they’re not mentioned in the Constitution, they’re not particularly protected by the First Amendment. Congress was not given power to protect regular commodities with a particular law called the copyright laws. 
All through American history there has been particular importance placed on texts and writings as sort of the founding—the founding document of this country—it’s not a book, but it’s a text. Right? And it’s just almost it goes without saying to me that you can’t—that it’s impossible to think about these things as commodities, and the American legal system has never really taken that approach. In recent years it’s moved more in that direction, it’s a problem also in the media industries but even media and newspapers have never really run like normal businesses, and publishers have never run like normal businesses. So there are just a lot of businesses, whether it’s legal, constitutional, have always existed in their own area. I’ll even point out in world trade law that there’s special provisions for cultural production, protection with professional trade barriers. So they’ve never—this is a very recent idea to think books are exactly the same as rubber boots.
TINA BENNETT: Bob, would you like to chime in from the legal perspective?

BOB KOHN: From the legal side, you know, the Founding Fathers, I mean, they recognized the problem here and the Constitution, you know, one of the documents, gives power of Congress to create the copyright laws, to promote writings, and if you don’t promote writings, authors are not going to get compensated. It’s a reflection of their understanding of the market failure that’s going on. It’s not a free-market issue, where Amazon should be free to do what it wants to lower prices. The problem with that is that when Amazon has its monopsony or monopoly power, to get the price of books lower. Frankly, that’s what’s going on with Hachette. They’re saying, “Thirty percent isn’t enough, we want you to pay for the prebuy buttons or the various things on the site, we want more than 30 percent.” They want to pay less for books, but the copyright law, as Jefferson understood, was there to get the price above zero, because if you don’t have ownership, just like if you don’t have ownership of clean air, the author doesn’t own the book, then anyone can go ahead and use it. If Jim were—if we didn’t have a copyright law, Jim would be at an advertising agency writing books on the side. And the copyright law enables him to—
JAMES PATTERSON: You’re so cruel.

(laughter)

BOB KOHN: You know, we all have the benefit of his books because he’s now spending full time writing those books. John Lennon would have been driving a cab instead of spending full time writing the songs. So would be an underproduction of books. It’s an economic concept that’s true. But Amazon is trying to essentially, I think, delete the copyright law. They’re trying to force it down. On the self-published authors side, they’re the ones with the least amount of leverage. Now, today, I agree with everything that you said about the advantages of Amazon to self-published authors. But when the major publishers are gone, which is what Amazon is trying to do, and if the independent publishers are gone, which I think they’re trying to do, all you’re going to have left is Amazon. 
And, Tim, if you can expand upon this, when you have a vertical integration of a distribution infrastructure like Amazon with network effects and add to that the content, such as the books, they can go down to the self-published authors and say, “You know that 70 percent you’ve been getting? We think it should be 5 percent. And you know what, you’re going to have to pay for those prebuy buttons. Oh, if you get discovery, if you want to get discovered out there, self-published author, you’ve got to pay us money so Amazon becomes a huge vanity press, what’s that about? So I think this is the Dutch boy, you know, with the finger in the dam, he might think it’s a three, but the crisis is five; there’s a lot of water behind that dam.
TINA BENNETT: David wants to respond.

DAVID VANDAGRIFF: Yeah, the crisis is with publishers, not with writers, okay? And the interests of writers and the interests of publishers are not always in alignment. As a matter of fact, these days what I see from my clients, and there are many of them, is they want to get away from publishers. One of the things I do most commonly is help authors who are traditionally published, tied into what I consider to be unconscionable contracts, get away from those. I try to break contracts and I’ve done so for a number of different clients. I can’t talk about it. But they want out of the publishing contract, and so I don’t—one of the interesting things that I see in all of these scenarios about Amazon is, okay, well, you think you know Amazon, you think that they’re just nice people who get you anything you want in two days with no shipping costs, but, say these prophets, “We really know what Amazon is like and they’re horrible, you know. Bezos, the Bezos, Darth Bezos, sits in his castle, his castle, you know, in Seattle, and there’s organ music playing in the background.”
TINA BENNETT: Wow, nobody’s saying that here. Let me, excuse me, I want to respond to something you said earlier, though because it—

DAVID VANDAGRIFF: Let me get to the end, okay? It would be a hundred and eighty degree turn from everything that Amazon does and has done for them to all of a sudden start killing book sales and that’s what they would do.

JAMES PATTERSON: It wouldn’t—I don’t think it would be a hundred and eighty if you look at what this company has done so far. And granted they need content so they’re good to you and I understand that and that’s terrific for you and it’s good for some of the writers there, but, you know, they have characterized themselves as cheetahs, and if it hunts as a cheetah, if it bites as a cheetah, if it calls itself a cheetah, it’s probably a cheetah. And so far whenever they’ve had an advantage, now an advantage over publishers, they have come in and they’ve killed. So if that’s the way they’ve always acted whenever they get an advantage over a supplier, over employees, etc., we can assume maybe, we can at least say there’s a good possibility that that’s the way they’ll act ultimately if they have an advantage over content providers or over their own customers.

DAVID VANDAGRIFF: But if the cheetah kills all the gazelles, the cheetah dies, okay but Bezos knows that too.

JAMES PATTERSON: No, no, no, no, if they have customers and the customers have nowhere to go—
DAVID VANDAGRIFF: The customers always have places to go.

TINA BENNETT: Sorry, I have to insist. That does get to another question, which is what is the endgame for Amazon? Some people, everybody squeezes their suppliers, that’s what retailers do, that is business, that’s fine. I’m a businessperson, I understand business. There is a great fear out there, though, that there are sometimes the squeeze goes a little too far. Are they squeezers or are they killers and I think some people in the industry are afraid. Both because there’s been a kind of pervasive some might say attitude of contempt for publishers because there’s also the structural possibility of, you know, vertical integration all the way through the production chain, through the retail chain. They have set themselves up as traditional print publishers, it didn’t go particularly well. So I guess my next question to the panel is do we think they’re squeezers or do you think there’s maybe something a little more extreme? Tim?

TIM WU: I’ll come into this. It all depends—it’s really linked to your earlier question, why do you think books are like any other commodity. If we were talking about, and I’ll choose another product, like ball bearings, I would be, and Amazon decided, instead of going to books, we’re going to ball bearings, we’re going to squeeze until we get ball bearings the lowest price as possible. I actually think that’s great, it would be great to have really cheap ball bearings, as long as they’re of sufficient quality. 
The question is so maybe, you know, life as we know it doesn’t end, but is something lost when consistently books are a much lower margin product, when there’s less room for publishers to do stuff? And do we care about that? Where it’s, you know, and that is I think what we need to decide. That is what we collectively need to decide, and I think we are allowed to decide that. You know, there is no law, the Constitution did not say that books have to be treated like every other product, we can as we already talked about in copyright, decide we want to have a different kind of reality for books. 
In fact, I would say that Congress has already settled this issue in 1936 with the Robinson-Patman Act, where Congress already decided, you know, it’s been interpreted in ways you might not agree with, that might not be consistent with this, but Congress has said that it believes that certain market—almost all marketplaces should be a diversity of small retailers and larger retailers, and to discriminate between them for the purpose of achieving monopoly is illegal. So all I’m trying to say is we can decide that we want books to be different. We have the power as a people to come together and tell Amazon what we think and how we should do this. This is the reason we have a democracy. There is no iron law that says books have to be treated the same as any other commodity.
TINA BENNETT: Back to the question of the endgame though. I just wonder if anyone else has any thoughts on this. Looking at the pattern of facts that we have is the goal total disintermediation? I mean, I think there is actual good faith confusion about this.
BOB KOHN: I think Amazon likes the fact that it’s getting two billion dollars a year for Amazon Prime and if it can get four billion a year, fifty billion a year, a hundred billion a year, it’s got to add some value to that. Now, if it puts sofas in there, you can’t have an unlimited number of sofas, you can have unlimited shipping, but you can unlimited virtual goods where the marginal cost is virtually zero. So they can put all of books, all of music, all of film into Amazon Prime, and the less they pay for copy the better it is for them, because they don’t have to pass those savings on to anybody else, they can just collect their seventy-nine dollars a month, what is now, ninety-nine dollars a month, what is it next year, or the year after that or the year after that? So their endgame I think is to trowel everything into Amazon Prime, that has low marginal cost. Shipping has a positive marginal cost, but it’s not as bad as a sofa or a car. But certainly digital goods, whoa, I think that’s their end game.

TINA BENNETT: I want to return to something that David said several times earlier, which is the assertion that people make more money as self-publishing. I mean on the back end, as digital royalty, that’s indisputable, but I think as an agent, as someone who is tasked with, you know, getting resources for authors, enabling them to write the projects they want to write, particularly the kind of books that I personally love and feel like are the most valuable, and the ones that I care deeply about, what I call heroic nonfiction, nonfiction that takes years of concentrated labor to produce, very research intensive, often travel intensive. You have to have venture capital for a project like that. It is not like certain kinds of genre fiction, it’s not like a short, it’s not a twenty-thousand-word blog post. 
For a major work of nonfiction and some fiction projects also, you need someone to buy your time for a minimum of two years, sometimes five, six, I have clients who have been working on books for eight years. I mean, I could, I won’t bore people with titles. I know the blood, the sweat, the tears, that went into the creation of these books that will be read one hopes for decades, that change laws, that change people’s attitudes about things. Who will fund those projects, which are so clearly in the public interest? 
In no period, at no point ever, has the Amazon business model, as glorious as it is on the back end, and I grant you that, it’s beautiful. I’d love to have 70 percent ebook royalties for every single one of my authors. We all feel that the traditional publishing ebook royalty is much too low. We’d love to change that tonight. I wish we could, maybe we could all agree to do that right here in this room, but even giving you that, there has to be an advance. There has to be a venture capital fund that you can apply to, it’s fine if it’s a competitive process, it’s fine if it’s a steep hill to climb, I welcome that, my authors welcome that, they work really, really hard, but there has to be someone who will fund your project so that you can support your family and buy time for a couple of years. What happens to those projects if the current model goes away or if the margins are squeezed so tight that there’s no capital left to invest in these projects of immense significance?
DAVID VANDAGRIFF: Am I supposed to answer that?

TINA BENNETT: Sure.

DAVID VANDAGRIFF: Kickstarter is one way, not the only way, and so the—for context, okay, publishers in the form that we recognize them today are a relatively recent creation. In the nineteenth century, you know, authors funded their own research, they funded their own writing, they took their manuscript to a printer, not a publisher, a printer, to have it printed. So if you look in that era, then you’re looking at self-publishing. And so just because we can’t you know see a way around the current model doesn’t mean that there are not other models, alternate models, different models, better models from that, and I don’t know that I agree that publishers are going away completely, but some authors are going away from publishers.

TINA BENNETT: Go away? I mean, it’s so funny because the whole debate about efficiency. I think many tech companies congratulate themselves on their efficiency and I understand why, but the word always makes me a little nervous with publishing, because a little bit of inefficiency sometimes allows, you know, there’s just a little bit more to play with, there’s a little more give. If there’s nothing left, if they’re cut so close to the bone that there’s no margin left to play with and they can’t offer advances of any scale, I think you will see, you talked about an undersupply of books, Bob. You will see that. 
And it happens in every, as an agent you have this conversation all the time. What’s your minimum? What do you need? Can you write this book for two hundred thousand? Can you write it for a hundred and fifty, can you write it for one twenty-five? Run the numbers and a lot of time the answer is no. I mean, this happens every day. There’s a project that could be a work of investigative journalism, doesn’t always command a huge advance. These are works of tremendous value, and there is a number that is a go or no-go point and the Amazon model does not provide funding. Kickstarter maybe at some point in the future will be able to do that, but the fund your own way thing, with all due respect, it is not reasonable to ask people to do that. People do not always have trust funds, you can’t rely on independent wealth or some kind of patronage system to write these books that are so enormously important to America. Sorry, I’m supposed to be the moderator, I’m not supposed to be—(laughter) I apologize.
DANIELLE ALLEN: Tina, let me just jump in for a second. One of the things I find very hard to think about in all of this is this question of where the responsibility falls in terms of protecting that, and so I’m a classicist by training, I’m an ancient historian, I sort of think in large time scales. The idea of the “everything store” is not a new idea, in the sense of what I said to Tina. You know, in ancient Athens, you had the agora, you could buy fish, you could buy perfume, you could buy books, you definitely did it all in the same place, but it was the marketplace, it was the public marketplace that belonged to the city, it didn’t belong to a commercial entity. And so that, as Morgan said, is the complicated thing we’re facing that for the first time in history we can imagine something that is genuinely the marketplace. Period. The marketplace that belongs to a particular commercial, you know, corporate body. So, Tim, you’ve been suggesting that we should tell Amazon to grow up. That we should cultivate an ethic of corporate responsibility, social good, for them, guide them to that. I have to admit I’m not convinced, and so I would be inclined to say—This is the point where I would say to publishers, where did you guys go, actually, why did you let the distribution chain go, is that really the right place to be, and is it possible that it’s worth trying to rebuild something and in fact diversify the infrastructure?
BOB KOHN: Well, there was an attempt to do that with the move to the agency model, which would have leveled the playing field, basically Robinson-Patman, you know, in effect to level the playing field for all of the e-retailers, including independent bookstores that want to run websites, etc., so go ahead—

TIM WU: Made the small mistake of fixing prices. That’s my own—You were asking me earlier about the grow up? I mean, I don’t know, Andrew Carnegie’s a good model. He was all about efficiency, but who gave all the money to libraries in the end? He said, there’s some areas of society, you can think he’s a villain, but he also did a lot of funding of libraries, because even he was like, you know, efficiency’s really great for U.S. Steel, but it doesn’t necessarily make sense for books, you know, and I think all through American history you have people who realize there’s an area where the efficiency norm really matters, and there’s areas where it does damage. No one thinks like in a family that efficiency should be the most important thing, that you like you should bill your wife to take care of your child and she’ll bill you, and like no one does these things, grandparents don’t pay each other, you know, we don’t want efficiency everywhere.
JAMES PATTERSON: Even if it’s not an issue of growing up, I could see Amazon coming to the conclusion that just in terms of their existence of a brand that it could be very useful for them to say, “You know what we’re not going to have a war with publishers and books anymore, we’re actually going to be the greatest force in this country for reading that’s ever been,” and that is going to be part of our business model, because that’s our PR and that’s one of the, because they’re going to get attacked more and and more and more as they go into more businesses now and they’re going to need, I think, a better image with the public so they could conceivably forget about growing up, they could say, “It’s in our interest to be a champion of reading.”
MORGAN ENTREKIN: That’s what I believe is that ultimately, I think we have to keep going back to where we are today. And it’s not so bad today, you know, and Amazon has done a lot of great things, they’ve created the greatest library, but I think it will take longer, who knows, I don’t know the finances of those big corporate places, but they have created the greatest library in the history of the world, they have taken some of my deep backlist and made all those books available instantly all the time and you know, perhaps as they will see—and right now they’re allowing us a living margin. Does it look like we are in fear of it happening? Maybe it is, I don’t know. But and I think that what I would hope is that they would see that the diversity of quality books out there helps them, it brings more readers into the universe, and so that maybe they will make a decision out of self-interest that in fact it is good to allow the publishers to exist at a certain level with some, you know, margin.
JAMES PATTERSON: And bookstores and libraries.

DAVID VANDAGRIFF: What do the people at amazon, who work at Amazon think of when they get up in the morning and go to work. They are entirely completely focused on pleasing and delighting the millions of people that shop there.

JAMES PATTERSON: Are you talking about the warehouses or the corporate headquarters?

DAVID VANDAGRIFF: I’m talking about everything.

TINA BENNETT: Until this—hold on though, as a point of fact, I think that the reason that this moment feels pivotal to people is that this is the first time that I’m aware of, other than 2010 when they removed the buy button on Macmillan books that they are not prioritizing the pleasing of customers. Customers come to their site, they want to buy a Malcolm Gladwell book or a James Patterson book, and they can’t. They can’t. The discounts have been slashed, the shipping delays because of understocking. Amazon is deliberately managing their store, as they would say, in such a way that it inconveniences customers, because their primary goal is to apply pressure to the publishers, so, yes, I agree it has historically been their main strategy to please customers in all ways. I mean, again, customers would love a price point of zero, so at some point you have to wonder when do you say no to your customer. But this is an interesting moment because they are—they are quite explicitly and deliberately inconveniencing their customer for a larger goal and that’s why it’s causing people to think about this.

DAVID VANDAGRIFF: And the larger goal I suspect, and, again, I have no inside information is good products, good books at good prices for their customers. Amazon looks at Walmart very closely, and that’s what Walmart has done already, and Walmart enjoys, in hundreds of small communities around the United States, an effective monopoly on groceries, on all the things that are sold at Walmart, and under the evil Amazon, evil Walmart theory, why once you get into that position you would immediately raise prices, but Walmart has not. It doesn’t. It never does that.

BOB KOHN: Just one short point. I can see all of the employees of Amazon going to work every day and trying to please the customer, but Jeff Bezos, when he goes to work every day his job is a different job. His job is to win a winner-take-all game. He is trying to use the network effects to get people into their ecosystem and keep them there. Amazon Prime is one means of doing it. And that’s what he is singularly focused on. So I don’t think he’s focused necessarily on—if he has to destroy the publishers, if he has to break the rules, like predatory pricing, I think there’s no question that he was engaging in that with 90 percent market share and selling below marginal cost. He is going to do that. 
The surprising thing is the publishers got together, my thought from earlier was that the publishers got together, leveled the playing field with the agency model, and the U.S. government, rather than looking at Amazon for using the predatory pricing to get the position that they’re in, went after the publishers. And the publishers did nothing wrong. They did everything that the music publishers, a lot less than what the music publishers have done for a hundred years, ASCAP and BMI, ASCAP, fifty thousand music publishers spend a hundred million dollars a year, to get to an organization, the major publishers, the music publishers, sit on the board of directors, and they sit around and they fix prices, and the U.S. Supreme Court in 1979 said that’s perfectly legal as long as there’s a redeeming value to that, and it has something that improves the operation of a market, in other words fixing a market failure. 
So the book publishers, they could have sat in a war room together, literally, and said, “How can we move to the agency model?” I mean all those phone calls, the Department of Justice didn’t even read its own antitrust guidelines, because it talks about just this thing of what people can do to get together to change business models. And so that’s what the music publishers did. So they tried, but the government stepped in and just sued the wrong people—it was David Carr who said there was Standard Oil and the government stepped in and sued Ed’s Gas Station, (laughter) so I think that was one of the most profound statements made about this whole thing.
TINA BENNETT: I want to because the theme of this is really concentration of power and when do we start getting worried, when does the Geiger counter start ticking in a sense, Tim, you’ve written a book about this. Funnily enough, in the way that life is full of synchronicities, I’ve just been reading a manuscript about how power is accorded in social environments and it often goes to people who have very EQs and are loveable and please everybody, and then once they attain power their behavior changes, and this is a predictable effect in social science, you can measure it, and the experiments are actually kind of hilarious, like those are the people who eat the last cookie and they drive quickly through pedestrian intersections, and they will, you know, it’s hilarious but it’s also getting at something profound. 
At a certain level of accumulation of power, people’s behavior changes, the behavior of institutions and organizations changes. It’s not always apparent to the person or the institution itself, but it’s apparent to the rest of the world. Sometimes they display an almost pathological disregard for the suffering of others. How do you, as someone who’s a historian of these industrial great sine waves of consolidation of power and et cetera, what’s the moment, what symptoms do you look for across these various information industries that signal that there’s a problem?

TIM WU: Yeah, that’s a very good question. So I think there is a predictable life cycle to information monopolists or dominant companies. Often, as they gain power in the early days, particularly in the communications industries, they tend to be very good innovative companies. I agree with everything you say, I think Amazon’s success is largely due to its incredible efficiency and its focus on doing more for the customer, and I have been a backer of Amazon and a fan of Amazon for most of its existence. But I think there starts to come a crucial moment that you refer to, you know, it’s a little like, it’s not unlike politicians or political leaders, where, having been in power, even in the early days of a monopoly, there’s often kind of a golden age, there’s sort of increased scale and bring benefits to everyone. Even, you look at a company like AT&T in the 1920s, very admirable company. 
The problems begin, I think, when the company begins to believe it may face some kind of threat or may not be able to sustain that kind of model and stops investing in trying to make things better for the consumers and starts to try to defend itself against competitors. There’s a critical turning point. And I am concerned that Amazon is starting, I’m not sure, but I’m concerned about Amazon, and let me say why. I am concerned that they’re not serving customers the way they’ve promised them. The thing that Amazon promised, and have delivered for quite some time, is some of the things you’ve referred to, access to an enormous number of books, you know, the “everything store,” all the books in the world, the books that you choose, an open platform delivered at reasonable prices. And I think they gave in some ways the publishers a deserved kick in the pants a few times. Even though I’ve taken the side of the publishers here, I think every industry needs a little bit of a shakeup now and then. 
But I think now what they are doing to consumers is a little bit deceptive. You know, they’ve held themselves out as the everything platform, they’ve said we’ve got all the books but suddenly some of the books are missing. It’s kind of like wait, well, what’s going on here and then you find out that the search, which you always thought, I think most of us thought as consumers you search and it gives you the relevant results, as with Google, you know, you look for a book on say marshmallow eating or something, it gives you the book that’s about marshmallow eating, not necessarily the book that the publisher paid a certain amount and it turns out that’s not, it turns out that’s always been a little bit crooked. 
And I think that Amazon is very much at risk doing what you said, breaking its bond, its covenant with the consumer, where they have promised them a platform for books and becoming something where like actually it’s the books that we happen to have had a good deal with that we’re giving you. And I think that when they do that they threaten their bond with the consumer, and I think they have to be very careful, this Hachette thing could really blow up. And people will say, well, wait a second, if Amazon doesn’t have Malcolm Gladwell, I mean, Malcolm Gladwell’s not—Malcolm Gladwell’s great, not going to have his books in the right place, and they’re deciding because of some weird—and that might think make you think they want to have some compe—you might want more competition. And I think Amazon is reaching that point where they are trying to insulate themselves, make themselves an absolute insurmountable fortress and I’m concerned about them now.
TINA BENNETT: So it’s a moment. As Churchill would say, “Let us not mistake the gravity of the hour.” For them as well as for us, perhaps.

[UNKNOWN SPEAKER]: That was really good.

TINA BENNETT: Thank you, thank you. I’m not sure I got it right. I hope no one Googles that. I did, okay, good. So we really don’t have any time left, I can’t believe how quickly this has gone, but I—
TIM WU: Sorry for that little lecture there.

PAUL HOLDENGRÄBER: You do have at least fifteen more minutes.

TINA BENNETT: Oh, okay, there’s really just before we open it to Q and A, there is one forward-looking question I’d like to ask which is is there a way in which this crisis could also be an opportunity. You know, I was very interested in returning to my favorite theme about ebook royalties that Mike Shatzkin said, I apologize to Mr. Shatzkin if I get this wrong, but that it was a colossal PR error for publishers not to unilaterally improve their ebook royalties, because it’s unsustainable, this gulf between their 25 percent and Amazon’s 70 percent, which I agree with, and that they can do it, because they do have the margin. So that’s one idea, okay, so that might be—

This is something maybe for Morgan, because alone among publishers to the best of my knowledge, you offer a little bit better, you offer 30 percent on net. You ran numbers, you thought that was okay, I guess my question is why isn’t there more innovation at this moment if we’re really at a moment of change when all of the tectonic plates are shifting, when the balance of power is changing, when everything’s kind of on the table again, and up for grabs, why don’t we see, I’m not saying—I don’t believe there’s collusion, I’m not talking about collusion, but why don’t a few people innovate a little bit more the way you have in saying—
MORGAN ENTREKIN: Well, I from the beginning I decided that my costs were lower and it was fair that I pay a higher royalty, but let’s also be clear that separating out the ebook royalty from all the other money that the author is given is not a correct way to do the analysis. What you have to do is to take what is the author’s share of the total income, and that is, you know, it’s a combination of the physical book royalties, the ebook royalties, and then you have to take into consideration the advance that was paid, so when a publisher’s doing a calculation they are saying, “How much can we pay, how much can we give the author?” And if you’re doing ten million dollars of billing on a single title, you can give the author 50 or 60 percent—

TINA BENNETT: Absolutely.

MORGAN ENTREKIN: And you’re getting that for some of your authors. And so that’s one of the things that when you read about this analysis that people are doing that just really it’s not correct, but I do believe there can be new models, there can be, I think it’s one of the exciting things and positive things that’s going on. The threshold of entering publishing has never been lower. I mean, I was out at the AWP in March and it was wonderful, all these you know small presses from universities and writing programs across the country and the way you know what Electric Literature and all these other sort of new digital publishing platforms are doing and I think that there’s going to continue to be a lot of innovation, a lot of interesting innovation, and not just in the genre areas but in the areas that I care about of poetry and literature and literature in translation et cetera, and so I think also there are some new distribution platforms being tried and, you know, that’s a healthy thing and I think that that’s one of the things that Amazon’s sort of stand or, you know, whatever the position they’re doing is it’s really encouraging publishers to look long and hard about investing in those things and so I believe, the Wall Street Journal editorial about it, they should have stayed out of it altogether, and the market would have taken care of it, in terms of the DOJ action in 2011, because, you know, the marketplace is good, it’s the best thing we have, and so I don’t know, I mean, I’m not that, there are moments when I sit up here listening where I’m, “Oh, damn, am I not being scared enough about it all?” But I don’t see—and I am concerned, I don’t know, I have faith.
DAVID VANDAGRIFF: Can I comment? And I agree. This is right in my wheelhouse because I deal with authors’ contracts quite a bit on a regular basis, and I have one from 1982 right now with a major, between an author and a major publisher, and the difference between the 1982 contract and the contracts that major New York publishers are providing today are like night and day. I mentioned earlier that I think some of the provisions in typical large New York publisher contracts are unconscionable, and I didn’t see that in this 1982 contract. And I’ve seen enough over a long enough period of time now to see the evolution of those contracts from—which governs the relationship between the author and the publisher—go from much friendlier, much more collegial kind of a feeling—I sound like a horse whisperer or something, a contract whisperer—but into something that is sort of the modern-day ball and chain, that you’re stuck with that publisher forever, and you can’t write a book that will compete with anything that you write for that publisher forever, and so from that standpoint, I would love to see competition between publishers on contract provisions in addition to—including foremost, of course, royalties, but I’d love to see some competition on that, but in terms, if you boil down the contracts for the big five publishers, the one they send out to the peon writers, not to the ones that are their superstars, the elements of that contract are virtually the same. You don’t have to sit down in a back room and say, oh, we’re going to agree on this, they signal back and forth with their contracts, and they know what everybody else is offering.

TINA BENNETT: Bob, it looked like you wanted to say something.

BOB KOHN: I think the focus ought to be on Amazon’s 30 percent, and even Apple’s 30 percent, and all the 30 percent commissions. When I started eMusic, we offered the major record companies that we would keep 20 percent, and I was willing to go to 15 percent. Now, if you think about 30 percent, the author you’re saying is getting 25 percent of net, so it’s closer to 20 percent, and Amazon’s getting 30. Why is Amazon getting more than the author? You got to ask yourself that, and then the question is what is really Amazon doing, the marginal cost of delivering the ebook to the Kindle is what, less than ten cents, it was in one of the legal papers, and what is the marginal cost of keeping it on the server? I mean, given the amount of servers they have it’s virtually nothing. And the publisher does all the work to format the book and get it up there to begin with. So Amazon’s not doing there, so what are they doing? Amazon is connecting people with the book, and what does that sound like, Tina? How much do, how much would an agent get, an agent gets 15 percent, right? And what do you do? You connect the book to a publisher, you’re connecting eyeballs, and that’s what Amazon is doing. I don’t understand why Amazon is getting 30 percent.
DAVID VANDAGRIFF: What is Barnes & Noble doing and how much are they taking? They’re doing the same thing.
BOB KOHN: I think that’s an argument to be made, and Barnes & Noble should be getting fifteen, and Apple should be getting fifteen, and Amazon should be getting fifteen. (applause) I don’t understand that. And if the publishers got that fifteen back, they could split that 50/50 with the authors.

TINA BENNETT: I promised everybody we would not get into the weeds with the commercial details but it’s almost impossible not to. I have so many other questions that I had really hoped to present to the panel, but I was also given strict instructions not to go too far beyond eight. So I think we need to open it up to Q & A, which Paul will handle, is that right, Paul?
PAUL HOLDENGRÄBER: (Inaudible)
Q: Question, not comment. I’m an e-reader. I have a Kindle in my hand. I want to know how—and this is really to Tim more than anyone else—how I’m going to know about all the books that traditionally I’ve known about because of the work that publishers have done to promote them, or bookstores, and by going to a bookstore I can pass around. How is this new technology going to help the “consumer” or the reader, a word I like, know what is out there if it’s just a bunch of titles that are spread across a spreadsheet?

TIM WU: That’s a great point. This goes exactly to my point about Amazon traditionally having promised people a platform for all books and just kind of assuming they’re going to be there. It’s a very different model than, say, the independent bookseller who goes out and uses their judgment and says, “here,” which I think is a very good model. You know, “Here are the books I think are good, these are the books that I’m going to put forward,” which is a good model. Another good model, I think, is where all the books possibly published in the world are there and maybe you read about them from, you know, reading book reviews or you hear about from friends or something, and I think what Amazon is doing is creeping toward something which I find uncomfortable, which is that they’re promising to be an open platform, but in fact it’s a little bit slanted, and you don’t really know in which ways it’s slanted or not slanted. All the Internet platforms are becoming a little bit like this. You know, they start out very honest and more neutral and they start monkeying with things and you’re not really sure whether the search results you get are the same as the search results they get. 
TINA BENNETT: I think the word we’re looking for here is algorithm, right? They have these algorithms, they are not visible to us, we don’t know what the code is behind the algorithm, how much the code is manipulable by co-op fees from the sellers. It’s really not clear. Now, it has to be said, it’s also not clear to many consumers that the books that are on the front table at Barnes & Noble are—
TIM WU: I’m not fond of that model, either, I should say. I’ve never been fond of that model, either.

TINA BENNETT: But I’m just saying it happens across the retail environment, it’s not exclusive to them, but the algorithm, that’s a very significant point, that is the answer to the discoverability question. And it’s, I’ve actually tried to dig into this and get a clearer sense of how the algorithms work, and it’s not—yeah.

TIM WU: And one answer is actually competition, but what makes me nervous is that there’s just not even just in Amazon, across all these things, somehow without really thinking about it we’ve let every one of these markets become a monopoly. You know, Facebook, Google, Twitter, if you call Twitter a product, they’re just all like one company. So what if that one company has an algorithm or does things in a way you don’t like, and I don’t know why we’ve kind of—most markets, even domestic beer, they all taste the same, at least there’s three of them.

TINA BENNETT: That’s why we’re having this moment right now, because the algorithm, the existence of the algorithm, is visible to people in a way that usually it’s invisible. Usually it’s this kind of transparent consumer interface and now we’re like whoa!

TIM WU: Yeah, I think we have a creeping monopolization. We’re saying we need more competition among publishers, I mean, we have some competition with Amazon but not a lot. I mean, obviously, bricks and mortars, but in terms of what Amazon is, you know, this—as an online presence.

DANIELLE ALLEN: This is where libraries are relevant. I mean, we’re in a library, we haven’t talked that much about libraries, but libraries have traditionally been the institutions that are the houses of record of everything that’s been published and there’s the sense, you know, in which they’re not serving a function in a digital world that perhaps they could.

DAVID VANDAGRIFF: I think the probability of obtaining a lasting monopoly on the Internet, in Internet-delivered services, is extremely low. You can look back a few years to AOL, AltaVista, Microsoft on the Internet, all kinds of Internet things that they’ve tried, and you see you know one after another got beaten down and anybody’s who’s in the high tech business, and I’ve been an executive at high tech business and I’ve also represented high tech businesses. They are constantly paranoid about a couple of people in a college dorm room that are going to take down Facebook because they have a, you know, they have a better idea, so from that standpoint, you can have monopolies in geographical areas, vertical monopolies and so forth, but it’s really hard to maintain a monopoly on the Internet because it is really easy for somebody to start a competitor.
BOB KOHN: Sometimes it takes ten or fifteen years. Microsoft exists today. Lotus is gone. WordPerfect is gone. Novell is gone. A lot of companies from Utah. Borland is gone. They’re all gone because Microsoft leveraged its 90 percent share in the operating system to get rid of these companies and you could argue that spreadsheets and word processors really from Microsoft really have not improved very much. There has not been a lot of innovation.
JAMES PATTERSON: I absolutely agree. I hate them.

BOB KOHN: So during that period of time when they had a monopoly, it’s not really a good thing.

TINA BENNETT: Also, I have to say, that constant paranoia that you mentioned, which I agree with a hundred percent. I think they are always running for their lives. And Amazon has not been tremendously profitable. There’s a lot of pressure in the marketplace on them, the entrance of Alibaba. There’s all kinds of reasons why they are feeling the heat from the market right now. And we all need to remember that. We’re not the only ones feeling the heat. The problem is their constant paranoia is what creates the downward pressure that punishes us and our authors, their constant paranoia is transferred directly to us and the more market share they have, the fewer defenses and baffles and barriers we have against the effects of that constant paranoia that they feel. We need a little bit of it.

DAVID VANDAGRIFF: Let me just take a moment for a view from my world, which is heavily focused on independent authors. This is a wonderful time to be an indie author. I know and I can’t go into detail, but I know at least fifteen indie authors that are making seven figures a year off of their sales right now. Joe Konrath, who a lot of people don’t like but I think is great earned fifty thousand dollars in his best year as a traditionally published author and he worked his tail off promoting himself and so on and so forth. He announced publicly on his blog that last year he made 1.3 million dollars.

TINA BENNETT: We delight in their success. That’s great. Why do they hate traditional publishing so much? I’ve been on your blog. We’re all thrilled that these authors are making money on Amazon. That’s great. How delightful that there are two models available to writers. We love writers, we love their success, we love writers finding readers, it’s great. But on your blog, with all due respect, the climate is so unremittingly full of hostility toward traditional publishers and presumably—I don’t understand, I don’t get it.

JAMES PATTERSON: They’ve been hurt, okay? It’s real simple, they’ve been hurt. They’ve been hurt, that’s why.

TINA BENNETT: Well, we’ve all been hurt, that doesn’t mean you hate them, who hasn’t been hurt? You get over it.

JAMES PATTERSON: You don’t get over that.

TINA BENNETT: You get over it!

JAMES PATTERSON: You’ve been writing for ten years and you get hurt and you hurt and you don’t get over it.

TINA BENNETT: Actually your first novel was rejected thirty-seven times, is that right? 

JAMES PATTERSON: Yes, but I still haven’t gotten over it.
TINA BENNETT: That’s an amazing story.

JAMES PATTERSON: I still haven’t gotten over it.

(laughter)

DAVID VANDAGRIFF: Let me just address that. Number one, some, not many, have been badly treated by publishers. Okay, so that leaves a hurt. The second thing is the thing, the posts that generate the most comments on my blog are somebody on Huffington Post or the Atlantic or something like that basically saying that all indie authors are trash. You know, there is a tremendous amount of disdain and scorn that is poured down on them, and so they respond in a very human way. They get aggravated and they say, “We’re not trash. You’re trash.” It’s not necessarily a productive conversation.
TINA BENNETT: I don’t think anyone here feels that way.

DAVID VANDAGRIFF: That’s great.

MORGAN ENTREKIN: Just to clarify—but most of the work is—is there a lot of work of investigative journalism or serious history, it’s mainly genre fiction, right?

DAVID VANDAGRIFF: It’s mainly genre fiction today. Today.

Q: Another discussion of Amazon and its business methods. And no one from Amazon is here. And one wonders whether it’s arrogance or whether all the staff of Amazon are in mourning because America just lost to Belgium and they couldn’t get here. I’m English, so I know about this feeling. Or is it self-confidence or to put it another way in one question: What would it take for the Department of Justice to act against Amazon, and do you think that’s ever likely to happen?

DAVID VANDAGRIFF: Is that for me? I don’t know why Amazon’s not here. They called me up and said, you know, “can you go?” So they didn’t say, “we’re not coming because a, b, c.”
BOB KOHN: I think it goes back from my point of view I think they have a very, very simple argument to make and that is consumers are better off with lower prices and that’s what we provide. Period. Why do they have to get involved in a complex argument that basically says that that premise is wrong when everyone in their gut feeling is that sounds right to me, but it really isn’t when you dig down into the economics and the legality of it. And the DOJ I think it would be highly embarrassing of them today to turn around and start investigating Amazon for either predatory pricing or for doing what it’s doing with Hachette, when they have an appeal going on in the second circuit. I mean, they’d look pretty stupid. I mean, I already think they are looking pretty stupid, but, you know, they’d look even worse.

TINA BENNETT: Watch out for contempt, we’ve seen what that does to people.

BOB KOHN: But only a judge can do that, DOJ can’t touch me.

TINA BENNETT: But you might hurt their feelings.

BOB KOHN: So anyway just to close that out I just think that if they lose or if they win, but it has to be over, this lawsuit with Apple, and then they can sit back and decide whether to take action. It may need to be another administration coming in to take the action, because they’ll wipe out the current attorney general and his head of antitrust. The new person coming in can be enlightened and say, “Whoa, we can take a close, a look at this, we’ve made some mistakes in the past, those guys in the last administration were all wrong,” and then something can happen. So I don’t think it’s going to happen during this administration.

TIM WU: I take a slightly different view only for a couple reasons. The main one is the Justice Department is only one of in fact fifty-one different antitrust enforcers in this country. There are others. The first is the Federal Trade Commission, which has an authority to protect consumers, and not only against antitrust offenses, where I agree that this issue is hard, the pricing issue, but against its deception issue, which I keep talking about, which is they have built this platform, promised people open search but in fact—an open discovery of books but in fact are not doing what they’re telling consumers. Other companies have gotten in a lot of trouble for this. They are actually almost pretty clearly violating federal law right now, section 5 of the Federal Trade Commission Act, which says that searches if they are biased, if they’re not giving people relevant searches, you have to make that clear to your consumers. Amazon is not doing this, and I think they’re violating the consumer deception law, I mean, I can’t say a hundred percent, they may have some defenses I don’t know about.
DAVID VANDAGRIFF: In what way are their searches not accurate?

TIM WU: Well, they don’t—they promise you a search that looks like it’s based on relevance but in fact it gives you results based on who pays them. Yahoo! did that exact behavior in 2003 and was admonished heavily and there’s a letter written by the Federal Trade Commission that says if you’re going to have biased searches, if you’re going to have what are actually advertisements as search results, you need to tell people, otherwise that’s a deceptive trade practice. 
BOB KOHN: Wow, that’s great.

TIM WU: The other set of authorities who can get involved in this are the states. The states don’t have to buy the arguments you’re talking about. New York State is New York, the home of publishing, is free, I’ve been spending a lot of time for reasons we haven’t talked about learning about state antitrust law lately. New York is free to take different views of these things than the federal government.

BOB KOHN: But they have already taken a view. New York State has sued on behalf of its consumers in a parens patriae case, so New York has taken—but California hasn’t. California attorney general can do something that’s not inconsistent with what they’re doing. But I want to go back to the FTC argument. That I haven’t heard before. Normally the DOJ and the FTC they’ll decide which one’s going to handle this industry and this particular problem, and then it turned out to be the DOJ, and they did it but what you’re suggesting is the FTC has an opening here. 
TIM WU: That’s right.

BOB KOHN: That’s great. That can really happen.

(laughter)

DAVID VANDAGRIFF: What’s the evidence of improper searches?

TIM WU: I’m just saying—I think Amazon admits to it. Amazon says that they deliver results based on who pays them or who they’re in negotiations with. Go on Amazon, do a search for a topic which has multiple publishers, you will find favored publishers that you know you won’t find Hachette right now the way you might expect it to. But what they seem to promise consumers—what I have thought for years is that Amazon is actually delivering me relevant results the same way Google does but it turns out it’s a lie. And that is a clear violation of the 2003 letter.
DAVID VANDAGRIFF: But Amazon’s—first of all, in past lives I’ve created and managed e-commerce platforms. Amazon’s e-commerce platform is a work of sublime genius, and nobody sees exactly the same thing when they go there, because Amazon remembers who you are, what you bought before, and they will create a David screen, and my wife can search on exactly, you know, run exactly the same search or open up Amazon and she will see a different screen than I do. It is highly personalized that way. It’s not like Google in terms of it’s always relevant.

Q: (inaudible)

DAVID VANDAGRIFF: Every time since the Hachette disagreement has come up, every time there’s been a story that’s come out about, oh, J. K. Rowling, you can’t get J. K. Rowling on there, I can’t say every time, almost every time, somebody that visits the blog and reads about it there does the search and says, “I found J. K. Rowling’s book.” The hard copies are a different story, that assumes that Amazon has them, you know, in their warehouses, but on the ebook side, again, it’s happened several times, “You can’t see this Hachette author or you can’t see that Hachette author,” every time I’ve done a search or anybody else has told me about running a search, oh, there it is.

TIM WU: If Amazon is honest about how it’s doing its search, it will start to lose consumers, if it starts—and this is why it doesn’t want to do it. If it says, “Actually, we don’t find you the most relevant books. An entire publisher is not easily found. You can find it ultimately. We are taking payments and therefore actually generating what are really ads as search results,” they will start to lose some of their customers, and maybe a consumer, and that’s why they don’t want to admit this. I think a consumer protection investigation of Amazon on the truth of what they’re telling consumers would reveal things that would be damaging to the company and that’s my main concern with it right now.

BOB KOHN: I think Amazon’s playing with fire here because there have been some studies done that say—

JAMES PATTERSON: I’ve never liked lawyers as much as I like (inaudible) 

(laughter)

BOB KOHN: Well, there have been economic studies done that say that what content you have matters and if the publishers, the publishers own the copyrights, and maybe they can’t talk to each other but they can pull their copyrights out of Amazon, the reverse nuclear option, if you can imagine a world where Apple has an Apple Prime and Walmart has a Walmart Prime and Google has its Prime and they all have ebooks, but Amazon doesn’t, that’s got to hurt Amazon in a major way, leaving aside the fact that Bezos started out selling books and at the end of the day if he only has self-published authors and not the book industry. But I think that’s a real option, and that’s just going to take some time for the major publishers and the independent publishers to figure out the alternative ways of making that happen, but Amazon is just playing with fire. They’re crazy.
Q: That actually segues really well into my question—was do you think we are coming to a point at which there is a publisher or a group of publishers large enough to say, “Fine, we’re not going to agree to your terms, we’re going to walk away, and we’re going to go someplace else. You can buy our books at Barnes & Noble, at Kobo,” and it will force Amazon to change their practices. Are we coming to that cliff?

DANIELLE ALLEN: A tiny historical footnote, that’s what happened with the Stamp Act. Was that the printers just decided to carry on anyway despite the massive penalties that the British were threatening them with. And in various ways they started reconstituting their practice, they were very cowed in the beginning, very demoralized and then they just said, basically, “to hell with it, let’s go for it.” And they found ways to rebuild the business.
BOB KOHN: The publishers can’t operate as a group.

TINA BENNETT: Could you remind us exactly what the Stamp Act was?

DANIELLE ALLEN: Sorry. 1765, and it’s just a British tax on paper, the purpose was to raise revenue, the British claimed to support their military and so forth, got caught up in all the issues about taxation in the politics of the colonies, but the key constituency that really got the politics going were the printers, the publishers, the booksellers, the newspaper owners and so forth, the businesses that were basically doubling the cost of anything they were going to try to sell, they were going to have to close shop and so forth, and in the beginning they did just sort of accept it quite tepidly and were cowed and demoralized and wrote various things about how they were going to be shutting down shop soon and so forth. And then, slowly, they got their courage up, basically, and the British were threatening them with serious penalties and trial without jury and no trial by jury if they violated and that kind of thing. So it wasn’t just the cost, it was other kinds of penalties coming with it. And they just went ahead and started opening up shop again, publishing, finding ways of supplying themselves, that kind of thing.

BOB KOHN: Glad to know there’s some history there. It works.

TIM WU: So what do you think? Are you going to do it?

MORGAN ENTREKIN: What I think is I think two things. One, I think it’s going to take a lot to move the publishers to that point. And but two I think meanwhile Amazon is incentivizing the publishers to explore every possible option to maintain a diversity of distribution, which is not a bad thing.

DANIELLE ALLEN: Hear, hear, democracy needs that diversity of distribution, I have to say.

BOB KOHN: The publishers are making moves right now. The reason why there’s consolidation going on is that you need the consolidation to face the monopsony on the other side. If there’s anything that the DOJ and the district court and the federal court and Judge Cote did was encourage consolidation, which you know consolidation that was completely unnecessary because the agency model didn’t require a consolidation, it created that level playing field among the e-retailers. So the DOJ has caused an amazing amount of damage here. It’s really appalling.

DAVID VANDAGRIFF: The consolidation was happening and has been happening for a very long time, well before the price-fix six—

BOB KOHN: Clearly accelerated in the past couple years, there’s no doubt about that, I mean in terms of what’s happened. I mean, look, you have Harlequin and you have HarperCollins, right, you have Hachette just merged with Perseus and you have Penguin/Random House. That’s a lot to go on. There’s got to be an explanation for that, you know, clearly.

DAVID VANDAGRIFF: But you also have dozens of imprints that used to be independent publishers that were sucked in before as I say the price fix six did their thing.
BOB KOHN: Consolidation will happen over time for a variety of economic reasons. It just seems to be a lot of it’s going on now that was unnecessary but not for what the DOJ did in giving Amazon all this power.

Q: I want to ask about part of this equation that seems to be overlooked and probably is the most important part, which is the reader, right? This is a fight between two business interests right which both have a claim on the hearts and minds of readers. So Bob I think it is said the reason Amazon’s winning is because they have a simple argument. I would say they’re winning because they’re making a direct argument about readers and publishers are making a argument about publishers. So my question is I would love to hear from the folks that are concerned, that are ranked four or five in this is a crisis. How is Hachette going out of business bad for readers? Right? Because everything I’ve heard about is about publishers, it’s bad for publishers, I grant that, but how is it bad for readers? And until that argument is made with specifics where I’m harmed as a reader, I’m going to keep buying books through Amazon because it’s a hell of a lot cheaper and it gets better service because it’s focused on me.
TINA BENNETT: The books have to exist, you have to have a buyer for your product.

JAMES PATTERSON: Yeah, they don’t just pop out of nowhere.
TINA BENNETT: They have to exist. We’ve lost so many buyers, and the imprints that are under these consolidated corporations, there are often restrictions about how they can bid against each other. There are fewer and fewer big pools of capital, and there are restrictions on the pools of capital that exist. If you lose another big one, it will have—absolutely it will have an effect on bidding behavior, on the kind of money that you can as an agent gather together and offer to your writer, and it will have an impact on the books that are written. So as a prior answer, the first order of response to your question is there will be fewer books. There just will be.
BOB KOHN: And that affects readers.

Q: We heard the same argument from the music industry that Apple and iTunes is going to destroy us, but what it did is it forced them to cater to the consumers and create products and deliver content in the form that consumers wanted. I have to think that if Hachette goes out of business—

Q: (Inaudible)
Q: But it sounds like a lot of authors are already suffering now. Again—

TINA BENNETT: So pile it on! Tighten the screw!

Q: So why is it Hachette going out of business automatically the presumption that that’s going to hurt the reader. I really want to hear that directly addressed.
MORGAN ENTREKIN: It goes back to what I was saying earlier, is that there is—you publish a lot of books over a wide variety of subjects and issues with no thought of making it profitable. And the reason you’re able to do that as a publisher is because you have enough margin that you can do that R&D development, you know, and wait for ten, twenty, thirty years for those books and those authors to potentially develop a market or come to fruition. That’s the immediate answer is there will be less diversity in what is published. And primarily it will be the diversity of books that one, if they require translation, because that’s a capital cost that the publisher absorbs. And two, books of serious history and nonfiction investigative journalism that contribute to the serious discourse of our society. There will be fewer of them, because they won’t be able to be financed.
DAVID VANDAGRIFF: Let me ask a question. Do you think that the major New York publishers who are all owned by media conglomerates. Do you think that they’re doing the same thing that you’re doing that you just described?

MORGAN ENTREKIN: Yes. That’s the point that I made, if you look at a corner of all of them. That’s what to me has been so—people were throwing up their hands in the eighties going, “Oh the conglomerates are coming in. It’s the end of publishing, it’s the end of serious discourse,” It’s like, wrong, in fact more capital flooded in and what we found was the combination of Borders and Barnes & Noble bringing good bookstores into more neighborhoods, was that there was an even bigger and larger reading public for books like Cold Mountain, a serious piece of literary fiction that sold four million copies, a million and a half in hardcover, more than that. But it’s like I think that—
DAVID VANDAGRIFF: Cold Mountain was a long time ago. I mean, I’m talking today.

DANIELLE ALLEN: A footnote to that as well. Nobody said anything about editors in all of this and that is a really important part of this story. (applause) Well, and I celebrate anybody who achieves a self-published high-quality piece of writing. Speaking personally for myself I know my editor makes a huge difference between the level I can get to on my own and the level I can get to working with an editor.

MORGAN ENTREKIN: And I think publishers do a very, very poor job of articulating the added value they bring to the process and for a whole variety of reasons.

TIM WU: I think it all comes down to your original question. And whether you think books are different. And kind of what you think of Walmart basically. I mean, Walmart is cheaper. Do you think you want publishing to be Walmart? Do you want an experience of buying a book or reading a book to feel like shopping for a piece of plastic at Walmart? That’s what it comes down to—I mean, maybe that’s a little pejorative.
DANIELLE ALLEN: We can have both.

TIM WU: Maybe you can and maybe you can’t. It comes down to whether you think books are different, and if you don’t, if your point is you want books to be the cheapest possible product out there.

MORGAN ENTREKN: And the truly amazing thing is books are available for free in buildings like this one, okay?

PAUL HOLDENGRÄBER: (Inaudible)
DAVID VANDAGRIFF: Can I ask a question of the audience? How many of you have bought a book at Amazon? Let’s see hands. Let’s say in the last year. Okay. Last two months, okay, last two months.
JAMES PATTERSON: How many in the audience like what Amazon’s doing to authors right now and Hachette?

DAVID VANDAGRIFF: How many people like the idea that authors that formerly made fifty thousand dollars can now make over a million dollars a year by selling on Amazon?

Q: If I could interrupt the poll for just a second, I wanted to ask a question about the value of cultural work, which is really what we’re talking about. I have not—we’re talking about business models, publishers and Amazon, but I’d like to talk about the value of cultural work, and how we teach young people, who seem to think because of the digital age that they grew up in, that everything should be free or should be cheap or should be stolen, how do we teach the value of cultural work?

DANIELLE ALLEN: I’ll speak to that one for a second, actually, because I think that is an incredibly important topic, and so when I was saying, you know, we can have both, we can have the cheap Walmart and we can have the peaks of excellence, I meant it, so it does matter that we have platforms where people can express themselves, can develop their muscles, so to speak, their muscles of articulation and eloquence absolutely and to make that a democratic opportunity is a wonderful thing, and yes, that’s why we’ve all celebrated Amazon and many others of these platforms for a long time. But you’re absolutely right. I mean, the point is not just to make the opportunity available to everybody but also to show everybody what the highest heights are that can be achieved with that opportunity. So you need both things absolutely, and that’s why you need the ecology, you need the editors, you need the publishers who are committed to taking chances on things whose value doesn’t manifest itself for decades, you know, we need the whole ecology, the whole ecosystem.

JAMES PATTERSON: You know, I just shot a—I hate to call it a commercial, but it is a commercial, and we shot it in Prague and it’s a book burning and the copy has to do with their being a book burning in this country right now. Small bookstores are going out of business, chains are going out of business, publishers are being hurt, libraries are having more trouble getting funding, it’s a book burning, and I would like to see that dealt with more. I mean, one of the things that’s happening now and Amazon is certainly involved in this, is they have put a lot or helped to put a lot of small stores, independent bookstores, out of business. They helped to put Borders out of business, Borders helped themselves too. They’re definitely going to have a big effect on publishers, and that can have an effect on what kind of books and ultimately it’s going to be in your schools and what books are available to your kids in school. So I think that’s another big part of this issue, this book burning in America, and I would love to see Amazon come out on the side of we’re going to be a force that’s going to be helping reading in this country, not the opposite.

PAUL HOLDENGRÄBER: Well, on that note, all I can say is this is a discussion that I feel needs to be continued. It was brought about very quickly, we really made all this happen in about ten days, and I feel that we should reconvene in the fall in some form or another, and I’d like to thank everybody here tonight, but particularly I would like to thank you, Tina, for not being a moderator, (applause) and I feel for you, because I’m often in that position, and I always say I’m not a moderator because there’s nothing moderate about me, (laughter) and I feel that in many ways you were what I wanted you to be which was a magnificent instigator (laughter) and someone who was passionate about these ideas, and in the end it’s all about the passion, not for the product, but for the excellence of the book. Thank you very much.
(applause)
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