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The recent launch of eBook 
readers in the UK means that 
eBooks can offer readers a 
bona fide alternative to the 

printed book. In September 2008, Sony 
launched its PRS-505 e-reader in the UK 
via an exclusive deal with Waterstone’s. 
Following on from the success of Ama-
zon’s Kindle in the USA, the Kindle 2 
arrives in Europe this spring to further 
extend the offering of the online super-
store. Amazon is further broadening the 
audience for eBooks by making the Kin-
dle available as an iPhone application. 
Pre-Christmas demand for the Kindle 
was such that Amazon had difficulty 
managing delivery. 

Other eBook readers are set to follow, 
meaning one thing is for certain: the 
demand for eBooks will be higher than 
ever before. Whilst this is a cause for cel-
ebration from consumers, publishers and 
bookstores must be prepared with strate-
gies to take advantage of and monetise 

this new opportunity in light of their 
traditional offering.

As yet there are no established stan-
dards for eBook sales. So can publish-
ers and bookstores in the initial phase 
of the market develop on a Greenfield 
site? As much as possible should be done 
so that eBooks, in addition to bringing 
joy to the reader, also earn money. Pub-
lishers and retailers must not repeat the 
many pricing mistakes made with tradi-
tional books in the past. 

Precedents for creating revenue oppor-
tunities in the online sector are, un-
fortunately, not always successful. On 
launch, many newspaper and magazine 
publishers missed the opportunity to 
establish prices for their online editions. 
The resulting consequence is that now 
consumers widely consider information 
on the internet today to be free. Further, 
similarities can be drawn to the digital 
music platform and music downloads to 
portable devices. 

If the Kindle really is the iPod for the 
bookworm, distributors need to take 
a proactive strategy to meet the immi-
nent rise in demand from consumers 
and to establish a revenue stream from 
this demand. To achieve this, smart 
pricing strategies need to be put in place. 

If you will make money with 
eBooks here are some basic 
considerations:
1. eBooks have a value - and a price!
As with all digital products, the mar-
ginal cost of eBooks is zero (i.e. the first 
eBook is produced, the costs for further 
copies are negligible). Therefore, and 
also because established pricing for eB-

ooks does not exist (yet), there is a seri-
ous threat that publishers and bookstores 
will attempt to undercut each other with 
‘special offers’ and bargain prices. Espe-
cially in the initial phase in which the 
market will be divided, it is very tempt-
ing for providers to use low prices as a 
tool to attract many customers as they 
can, as quickly as possible. 

The reality is that slashed prices and 
‘special offers’ are not so special, and in-
evitably lead to price wars and destruc-
tive competition. Potential profits across 
the industry will be eroded and consum-
ers will come to expect eBooks to be very 
low priced or even free. Maintenance of 
higher price points requires discipline in 
the competition and good arguments to 
the customer, because how can you justi-
fy a price for eBooks where the marginal 
costs are zero?

For the reader, the inherent value of the 
book is not driven by the likely cost to 
produce it, but instead by the content 
of the material, just as is the case in the 
printed copy. eBook readers enable fur-
ther functionality and personalisation 
of the reading experience not catered to 
in the printed versions. Full text search, 
test questions tools, in-margin glossa-
ries, marking important passages and 
the compilation of excerpts or comments 
are only some of these useful functions. 
Pricing these benefits is much more com-
plex than crude cost-plus pricing, but 
absolutely possible.

In the USA, there is a series of eBooks 
priced from free to $0.25, but quality is 
poor and functionality is non-existent. 
At the other end of the scale are scien-
tific standard works with eBook prices 
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In the USA, there is a series of eBooks priced from 
free to $0.25, but quality is poor and functionality is 
non-existent. At the other end of the scale are scientific 
standard works with eBook prices upwards of $6,000. 
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upwards of $6,000. Despite this huge 
price range, Amazon in the U.S. has 
tried to establish a price of $9.99, to has-
ten the acceptance of the new product to 
increase and secure their supremacy. As 
the provider of the Amazon Kindle, in-
deed the company has a double interest 
in the success of eBooks. This attempt 
to win the market from the outset is 
understandable, but it is questionable 
whether a uniform pricing approach is 
optimal.

If readers of the printed books are will-
ing to pay different prices, then why 
should the same not be true for the elec-
tronic version? If the provider sets too 
low an entry price within the market, 
this price anchor will be very difficult 
to raise in the future. In this context, it 
is very import that the publishers and 
bookstores are aware of the value of eB-
ooks. Anyone who speaks publicly about 
eBook pricing must send a clear value 
message to customers and competitors 
alike: “eBooks are valuable products, and 
not a loss.”

2. Prices for eBooks should not be tied 
to the price of the printed edition
An eBook is usually a further edition of 
a printed book, thus the temptation ex-
ists to link the prices of the two. At first 

glance, this appears very simple and 
easily comprehensible. On closer exami-
nation the solution is more complex. 
Is the eBook priced above or below the 
printed book? Is there a uniform dis-
count structure that fits all books? This 
seems unlikely. 

Further questions arise when the product 
range is extended. If an eBook is sold at 
80% of the hardcover book price, what 
happens when the DVD or latest edition 
comes out? Will the price be automati-
cally reduced and on what grounds? Ini-
tial thoughts regarding a simple solution 
begin to fade.

eBooks and their printed counterparts 
are independent products. Although the 
base content is the same, both meet very 
different requirements. A printed book 
is bought and read, and placed on a shelf 
where others can see it. It is physically 
there, and provides a tactile experience. 
The eBook cannot, yet this could also be 
a 1000-page tome. eBooks can, however, 
be personalised and processed immedi-
ately after an online purchase. Even the 
largest eBook library fits easily into your 
pocket, and it doesn’t get tattered! 

Depending on whether it is a textbook, 
a novel or an almanac, and depending 

on what the preferences of the individ-
ual reader, an eBook can offer more or 
less value than the printed copy. Func-
tionality, editing and other personalisa-
tion options within academic eBooks 
play an important role, so it is not sur-
prising that the price of such eBooks 
tends to be higher than printed books. 
Fiction eBooks usually are cheaper. 
Pricing approaches which neglect the 
different value between products but 
also segments are going to be far from 
optimal.

3. Pricing options for digital products 
extend beyond those of printed books
As a digital product, the eBook has a 
much broader scope of pricing options 
at its disposal. In addition to the tradi-
tional purchase (i.e. download and order 
the right to an infinite number of access-
es) the reader can pay to access limited 
chapters or for limited time periods. 

Subscription models common in other 
industries could work. In the USA, there 
are already Kindle subscriptions for nu-
merous regional and national newspapers 
(USA Today, New York Times, Wash-
ington Post, Financial Times, etc.) for 
around $10 per month. The ever-popular 
download subscriptions for audio books 
and podcasts show that digital media 

content is the same, both meet very different requirements. A printed book is bought and
read, and placed on a shelf where others can see it. It is physically there, and provides a
tactile experience. The eBook cannot, yet this could also be a 1000 page tome. eBooks can,
however, be personalised and processed immediately after an online purchase. Even the
largest eBook library fits easily into your pocket, and it doesn’t get tattered!

Depending on whether it is a textbook, a novel or an almanac, and depending on what the
preferences of the individual reader, an eBook can offer more or less value than the printed
copy. Functionality, editing and other personalisation options within academic eBooks play
an important role, so it is not surprising that the price of such eBooks tends to be higher
than printed books. Fiction eBooks usually are cheaper. Pricing approaches which neglect
the different value between products but also segments are going to be far from optimal.

3. Pricing options for digital products extend beyond those of printed books
As a digital product, the eBook has a much broader scope of pricing options at its disposal. In
addition to the traditional purchase (i.e. download and order the right to an infinite number
of accesses) the reader can pay to access limited chapters or for limited time periods.
Subscription models common in other industries could work. In the USA, there are already
Kindle subscriptions for numerous regional and national newspapers (USA Today, New York
Times, Washington Post, Financial Times, etc.) for around $10 per month. The ever popular
download subscriptions for audio books and podcasts show that digital media users are
comfortable with such models. A book club with a monthly subscription model, with the
subscriber entitled (or perhaps obligated) to purchase discounted eBooks each month would
be conceivable. In the development of pricing models for eBooks, publishers and bookstores
must look beyond the model for print books. There are plenty of success stories and
benchmarks in other industries.

The key is to not just consider the initial price of an eBook, but to also encourage repeat
shopping behaviour that in the long term will provide the regular revenue stream desired.

Figure: Overview of pricing models
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4. Remember: eBooks only work with an eBook reader
One potential barrier to the wider uptake of eBooks are the expensive portable devices
(eBook readers) required for using the electronic book format. Initial UK prices have been
set between £200 £300 per reader. Since it is unlikely that a customer’s budget for books

Figure 1: Overview of pricing models 
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users are comfortable with such models. 
A book club with a monthly subscrip-
tion model, with the subscriber entitled 
(or perhaps obligated) to purchase dis-
counted eBooks each month would be 
conceivable. In the development of pric-
ing models for eBooks, publishers and 
bookstores must look beyond the model 
for print books. There are plenty of suc-
cess stories and benchmarks in other 
industries. 

The key is to not just consider the ini-
tial price of an eBook, but to also en-
courage repeat shopping behaviour that 
in the long term will provide the regu-
lar revenue stream desired.

4. Remember: eBooks only work with 
an eBook reader
One potential barrier to the wider up-
take of eBooks is the expensive portable 
devices (eBook readers) required for us-
ing the electronic book format. Initial 
UK prices have been set between £200 - 
£300 per reader. Since it is unlikely that 
a customer’s budget for books will in-
crease dramatically, at least in the initial 
period, the upfront cost for the eBook 
reader should be limited. 

A subsidy for the reader at the conclu-
sion of an eBook or ePaper subscription is 
conceivable. Rebates and/or upfront dis-
counts are used by telecom operators to 
allow customers to purchase the enabling 
device (i.e. the handset) in order to extract 
the ongoing revenue (i.e. calls, SMS etc). 
Of course lessons can be learned from the 
same industries (i.e. gaming consoles) to 
avoid prices for the device reaching “full 
subsidy” level. There are many smarter, 
non-linear pricing options. 

Rental also becomes an option, as has 
been seen by internet service providers 
for their wireless modems or digital tele-
vision companies for their set-top boxes, 
offering equipment for a low rent during 
the duration of a contract.

5. eBooks are an opportunity, not a risk
The question is not whether the eBook 
will be successful, but only when. It is 
important that publishers and distribu-
tors do not view them as a competi-

tor to the printed book, but as an ex-
tension of the offer. This is confirmed 
by the experience from Amazon in the 
USA. 

“People buy a Kindle, and continue 
to buy [printed] books,” said Amazon 
founder Jeff Bezos. For every printed 

book that customers bought came a fur-
ther 1.6 to 1.7 eBook purchases. 

In the UK, publishers and bookstores 
should not fight against the trend by ei-
ther ignoring it or fearing the cannibali-
sation of print book revenue. Instead, 
they should consider the possibility of a 
larger customer pool and a new audience 
more accepting of digital media and more 
used to carrying megabytes of stored mu-
sic, films, and now, eBooks (remember all 

the complaints about the younger genera-
tion not reading books anymore).

As the market for eBooks evolves, which 
pricing model will prevail remains unclear. 
This very much depends on how trade 
book publishers and retailers approach the 
market. Taking into account the five ba-

sic rules, the chances are good that money 
can be earned from eBooks, and the intro-
duction of Kindle, PRS-505 & co. will be 
a cause for celebration not only for cus-
tomers but also for the suppliers. 

One thing is clear: Anyone who wants 
to be successful with eBooks must 
clearly define their own supply and 
pricing strategies as soon as possible, 
and not leave the large players to domi-
nate the field from the outset.

One potential barrier to the wider uptake of eBooks 
is the expensive portable devices (eBook readers) 
required for using the electronic book format. 




