
 

 

 

 

 
Our ref: PH:14/290 
Your ref:  
 
27 November 2014 
 
Dr. Richard Chadwick 

General Manager, Adjudication 

Australian Competition and Consumer Commission 

23 Marcus Clarke Street  

Canberra ACT 2601 

 

By Email:  adjudication@accc.gov.au 
 
 
Dear Dr Chadwick 
 

MPA MPA Magazine Distribution Code 
 
I act for the Association of Magazine Publishers of Australia Inc. (MPA).   
 
The MPA applies for authorisation pursuant to section 88 of the Competition and Consumer 
Act 2010 (Cth) in relation to the undertaking of a Pilot to test and refine proposed changes to 
magazine distribution arrangements. 
 
I enclose: 

 Application Form A; 

 Annexures A, B and C to the Form A; and 

 a payment report showing an EFT to the ACCC Administration Receipts Account for 
the filing fee of $7,500. 
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Please contact me if you would like to discuss or require any further information.  
Yours sincerely 
 
 
Yours sincerely 

 
 

Paul Holm 
Director 
 
Direct Line: 02 9261 2702 
Email: Paul.Holm@ahlaw.com.au 
 

Encl. 
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Destination Newsagent – Pilot Submission V5 
 

Annexure A 

Description of Pilot Program 

The Pilot program will require a group of 20 newsagents across Australia.  Newsagents will be a national cross section, so as to include all store types, in all 

regions.  These variables sought for the Pilot group include: 

 Rationality; metro, country. 

 Store turnover; small and large. 

 Merchandiser frequency, if at all. 

 POS systems used. 

 Magazine pocket count. 

 Use of technology e.g. XchangeIT (newsagent electronic data interchange (EDI)). 

 Agent classification; full service, retail only.  (Distribution Agents are not included in the Pilot.) 

Objectives 

The Pilot program will test the proposed changes to the magazine distribution model and seek to develop and implement a clear business plan for the 

newsagent magazine category that delivers an increased and sustainable return on investment for newsagents, publishers and distributors. 

 

Key objectives in the development and implementation of the business plan are: 
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The outcome of achieving these objectives will be the building of an improved and more sustainable newsagency channel for the future. 

The key measures of success for each key objective area are as follows - 

 

•Determining the most cost-effective process of delivering, 
selling and returning magazines for newsagents,  publishers 
and distributors and quantifying the financial implications of 
changing the current model. 

•Identify and develop simple processes to reduce magazine 
cost and provide improvements to time management and 
productivity. 

•Validate the business success measures of the proposed Code 
of Conduct (Distribution limitations). 

Category 
profitability 

 

•Implementation of category management guidelines that 
demonstrate clearly how magazine layout, retail layout and 
category adjacencies can deliver better newsagency return on 
investment (sales and profit). 

•Demonstrating the potential return on investment obtained 
by magazine category management and the key significance 
of magazines as a customer sales driver. 

 

Category relevancy 

 

•Identify the core skills a newsagent requires to manage the 
magazine category effectively. 

•Identify the level of newsagency support (merchandising and 
communication) required to sustain plan.  

•Provide key learnings and simplify educational content to 
develop effective newsagent business building toolkit. 
 

Channel relevancy 
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Key measures 

Key measures for the pilot are as follows: 

Measure Source of data Outline Success indicators 

Sales Distributor reporting 
system/ Retailer POS 

By Implementing each rule 
outlined in the distribution 

Either an increase in sales across the 
newsagent channel or reversing the 

 

•Increased sales and profit of magazine category for 
newsagents, publishers and distributors 

•Improved cash flow for newsagents 

•Improved magazine category management 

•Improved newsagent magazine category performance relative 
to other retail channels 

Category 
profitability - 

improved magazine 
business returns 

through distribution 
model changes   

 

•Increased sales and profit of magazine category for 
newsagents, publishers and distributors 

•Primary sales position at front of store in high foot traffic area 

•significantly improved perception of magazine category 
contribution to newsagent business 

•Maintainance of successfiul category performance post-pilot 

Category relevancy - 
improved customer 

attractiveness 

 
•Improved magazine category presentation 

•Customer defined magazine ranging 

•Improved foot traffic through magazine category area 

•Increased magazine impulse sales 

 

Channel relevancy - 
improved customer 

attractiveness 
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limitations document, one of 
the main objectives is to 
increase unit sales within 
each newsagent in turn 
improving the desirability of 
the magazine category for 
retailers 

current trends of a declining market and 
maintain current sales volumes 

Sales efficiency Distributor Enterprise 
Resource Planning 
(ERP) system 

The % difference between 
copies distributed and copies 
returned under the sale or 
return model 

Ensuring minimum sell through rates to 
ensure retailers have enough stock to 
sell based on previous sales history and 
also provides enough additional copies 
for incremental sales opportunities. 
Improved retailer cash flow 
management through the reduction in 
initial outlay and returns 

Consecutive nil 
sale 

Distributor 
ERP/Retailer POS 

Where the entire initial 
distribution is returned 

Distributors utilise additional data 
sources to reduce the instances of nil 
sale to determine that a product is not 
suitable to an outlet and ensure no 
further distribution of that product 

Full copy returns Distributor ERP Where a publisher requires 
any unsold copies of a 
magazine to be returned to 
the distributor 

Diminishing publisher requests for full 
copy returns and where requests are 
made it is at minimal cost to the 
retailer. Improvement to this will 
involve geographically tailored solutions 

Early returns Distributor ERP Where a retailer returns 
copies of a magazine prior to 
the recall date (recall 
determined by the publisher) 

For product to be displayed on shelf and 
available for sale for the full length of 
the sale period. This can be measured 
by flagging returns that occur prior to 
the recall date 

Redistributions Distributor 
ERP/Retailer POS 

Where a publisher sends a 
product into stores that have 
received the product in the 

Redistributed stock does not mislead 
consumers or inhibit the sale of current 
product or encumber negative cash 
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past flow implications within the category 
for the retailer 

New title 
launches 

Distributor 
ERP/Retailer scan 

A title which is brand new to 
the market. E.g. issue 1 
 

Agents are aware of new product and 
display appropriately at launch; EDI is 
used to determine initial allocations 
until sales pattern is established; agents 
have ability to pre-opt out of specific 
sub-categories e.g. part works, 
calendars, adult titles 
 

Delayed Billing Distributor ERP Where a product is 
distributed but not charged 
for within that billing month 

Product over an extended shelf life (e.g. 
12 weeks) OR over a high value (e.g. 
$30) is automatically delay billed and 
the newsagent is clearly informed 

Maximum shelf 
life 

Distributor 
ERP/Retailer POS 

Where a product recall is set 
to an agreed maximum length 

Product life span set to a level that does 
not inhibit its sale or encumber negative 
cash flow implications within the 
category for the retailer 

Split deliveries Distributor 
ERP/Retailer scan data 

Where a product is 
distributed over more than 
one delivery  

A second or subsequent delivery only 
being made if stock has depleted to a 
point where additional stock is 
required. Basing the subsequent 
distribution on initial sales for the issue 
will allow higher sales efficiencies and 
minimise sell outs 
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Key requirements 

Prior to the launch of the pilot there are a number of key elements that will need to be reviewed and addressed: 

ITEM ACTION 

Current sales 
efficiencies/range review 

 Store sales data, correlated against distributor data, to be 
reviewed to set an optimal magazine range baseline along 
with the appropriate allocation levels 

Magazine relay  Stores to have the magazine category relayed to current MPA 
guidelines 

Point of sale  Stores to be provided with existing MPA Category Header 
cards 

Merchandiser training  Where services available, merchandisers to have relevant 
activation tasks for these outlets 

Call centre  Distributor call centres to be briefed to ensure Pilot customers 
can activate items within Code of Conduct as required 

Store training  Newsagents to be trained on parameters of the proposed 
Code of Conduct 

Processes and procedures  Manuals to be developed for trial for newsagents, 
merchandisers and distributor call centre operators 

Agent sign up  Develop most effective information and sign up process e.g. a 
one on one meeting direct with store or group sessions where 
possible 
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Annexure B 

 
Limitations on the distribution of magazines to be trialled during the 
Pilot. 

 

Part 1 – Definitions 
 

The following words have the following meanings: 

Closed means, in relation to an Issue, the final date at which a Distributor accepts returns by a Retailer 

of copies of that Issue, as determined by the Distributor.  

Distributor means a person engaged in the business of distribution of Titles. 

Early Returns means the return by a Retailer of a copy of an Issue to a Distributor, in the case 

of: 

a) a weekly, fortnightly or monthly Title, during the On-sale Period; and 

b) any other Title, within 30 days from the On-sale Date. 

Full Copy Returns means: 

a) the process by which a Retailer returns an entire copy of an Issue to the Distributor; or  

b) the entire copy of any such returned Issue,  

as the context requires. 

Issue means an issue of a Title. 

Launch Issue means the first issue of a New Title. 

Mastheads means headers, the front cover or the barcode of a copy of an Issue that have been 

excised from the copy of the Issue. 

New Title means any Title that has not previously been distributed to Retailers. 

On-sale Date means, in respect of an Issue, the date, determined by the relevant Distributor, 

on which the Issue is first made available for sale to consumers by Retailers. 

On-sale Period means, in respect of an Issue, the period commencing on On-sale Date and 

ending on the Recall Date.  
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Partwork means a Title released as a series of collectable and related Issues over a finite period 

of time. 

Recall Date means, in respect of an Issue, the date, determined by the relevant Distributor, on 

which the Issue is required to be withdrawn from sale to consumers by Retailers. 

Redistribute means the distribution to Retailers of an Issue that has previously distributed and 

recalled (using refurbished Full Copy Returns or mint copies of the Issue).  

Retailer means a newsagency, supermarket, convenience store or other retailer to which Titles 

are delivered by a Distributor as a regular distribution channel. 

Sales Efficiency means the total number of copies of an Issue sold by Retailers expressed as a 

percentage of the total number of copies of the Issue distributed to Retailers [averaged over, in 

the case of: 

a) a weekly Title, four consecutive Issues; 

b) a fortnightly or monthly Title, three consecutive Issues; and 

c) any other Title, two consecutive Issues.] 

Split Deliveries means the distribution of an Issue by more than one delivery of copies of the 

Issue to Retailers during the On-sale Period. 

Title means a magazine or similar periodical and, for the avoidance of doubt, excludes books. 
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Part 2 – Distribution Rules 
 

1. Minimum Sales Efficiency  

A Distributor will ensure that no Title has a Sales Efficiency of less than the minimum Sales Efficiency set out 

in the table below. 

Distribution quantity per Issue Minimum Sales Efficiency 

>..30,000 copies 55%  

20,000 copies – 30,000 copies 50%  

10,000 copies – 20,000 copies 45%  

1,000 copies - 10,000 copies 35%  

<  1,000 copies 25%  

 

2. Consecutive Nil Sales  

A Distributor will cease to distribute a Title to a Retailer for a minimum of 12 months if the Title has 

experienced consecutive nil sales at that Retailer for, in the case of: 

a) a weekly Title, six consecutive Issues; 

b) a fortnightly or monthly Title, four consecutive Issues; and 

c) any other Titles, two consecutive Issues. 

 

3. Returns 

A Distributor will not require Retailers to provide Full Copy Returns, except in relation to Partworks. 

A Distributor may require that Retailers provide, at the Retailers’ expense, Mastheads as evidence of unsold 

copies of an Issue and may require that Retailers: 

a) package such Mastheads separately from any permitted Full Copy Returns; and 

b) clearly mark packages containing Mastheads or Full Copy Returns as ‘Mastheads’ or 

‘Full Copy Returns’, as applicable. 

 

4. Early Returns 

A Distributor will not be required to accept Early Returns from Retailers, except where such Early Return is 

made by a Retailer to correct an error in allocations quantity. 
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5. Redistributions – Packs & singles   

A Distributor will not Redistribute an Issue on more than once occasion. 

If a Distributor Redistributes an Issue, the Distributor will ensure that: 

a) the prior distribution of the Issue has Closed; 

b) at the date of the Redistribution, less than 12 months has elapsed since the Recall Date applicable to 

the first distribution of the Issue;  

c) the number of copies of the Issue provided to a Retailer is less than the number of copies provided 

to that Retailer as part of the first distribution of the Issue (unless the first distribution of the Issue 

was a sell-out at that Retailer); and 

d) the On-sale Period for the Redistributed copies of the Issue is no more than three months. 

If a Distributor Redistributes an Issue, the Distributor will use reasonable endeavours to ensure that: 

a) the Issue does contain cover offers that have expired; and 

b) if the Issue is bagged and no current Issue is included (e.g. a “Value Pack” of two old Issues), this is 

clearly communicated to consumers on the packaging. 

 

6. New Titles 

For each launch of a New Title, a Distributor will ensure that: 

a) each Retailer receives notification of the launch prior to the On-sale Date for the Launch Issue; and 

b) the number of copies of the Launch Issue distributed to each Retailer is determined reasonably 

having regard to the total print run of the Launch Issue and the average sales of 1 or more 

equivalent Titles (provided that a Distributor may distribute at least 2 copies of the Launch Issue to 

each Retailer). 

For Issues of a New Title subsequent to the Launch Issue, a Distributor will, to the extent such data is 

available, use EDI sales data to determine the appropriate number of copies of those Issues to be distributed 

to each Retailer until a regular sales pattern for the New Title is established.  

 

7. Maximum shelf life  

A Distributor will ensure that the On-sale Period for an Issue does not exceed twelve weeks unless at least 

two of the following are applied to the Issue: 

a) Delayed billing, being a process whereby the distributor invoices the newsagent one month after the 

initial on sale date if the on sale period for that Issue exceeds 12 weeks.  Invoicing would then be 

delayed a further month for each additional month the Issue is on sale;  
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b) Retailers are offered an extra sales margin for sales of the Issue on top of the standard sales margin 

normally paid by that Distributor to Retailers; and 

c) Split Deliveries.  

 

8. Split Deliveries   

A Distributor may utilise Split Deliveries for an Issue. 

If a Distributor utilises Split Deliveries, the Distributor will ensure that: 

a) to the extent such data is available, the Distributor uses EDI sales data to determine the appropriate 

number of copies of the Issue to be delivered to each Retailer for the second or subsequent 

deliveries; and  

b) based on the rate of sales, if a Retailer has sufficient copies of the Issue available for sale to 

consumers, then a second or subsequent delivery should does not occur. 
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Annexure C 
 
MPA Submission as to why the proposed collective activity is 
necessary to achieve the claimed public benefits. 
 
The MPA submits that the inefficiencies that exist in the current magazine distribution model 
cannot be addressed without collective action.  The barriers to these changes occurring as a 
result of unilateral action are a function of the market structure and the market 
characteristics as described below: 
 
Market Participants/Structure 
 

Publishers  
 

1. There are approximately 500 publishers supplying product into the Australian market, 
with the majority of these being overseas publishers.  There are low barriers to entry 
to this market and it is not difficult to set up publication of a magazine, provided only 
that you have sufficient capital to fund the printing and distribution.   

 
2. Relevantly, the marginal cost for a publisher of printing additional copies of a 

magazine is low.  There is therefore little incentive to publish fewer copies in a print 
run than those that might conceivably be sold.  Further, there is also an economic 
incentive for a publisher to redistribute returned product.  For example if a title can be 
printed for 40c and then distributed across the newsagency channel for a cost of 30c 
per copy, returned and repackaged (as necessary) for another 25c and then 
redistributed to the same channel for another 30c, then a cover price of $3 would 
give scope for a publisher to profit from such a redistribution.  

 
3. The MPA represents the 3 largest Australian publishers.  The MPA members 

represent approximately 63% of magazine sales revenue and 7% of number of titles.  
MPA members have an estimated average sales efficiency of 67%, while all other 
publishers have an estimated sales efficiency of 41% (percentage of magazines 
distributed, versus those sold). 

 
4. Domestic publishers have contracts with distributors that require the distributor to 

distribute all product supplied and pays them an agreed fee for each copy distributed.  
Overseas publishers commonly have contracts with distributors that require 
distribution of all products supplied and pay based upon number of copies sold and 
an agreed percentage of the cover price. 

 
Distributors  

 
5. Distributors have the ability to recommend to a publisher the number of magazines to 

be distributed, but little ability to enforce such a recommendation.  In addition, as they 
are remunerated by the number of copies distributed (or redistributed), they have a 
commercial incentive to act for as many publishers as they can and to fully distribute 
(and to some extent redistribute) all product as supplied by those publishers.   

 
Newsagents  

 
6. Newsagents incur costs related to any oversupply of product (number of titles or 

numbers of a title) including: 
 

 Labour costs in managing category, including arranging returns; 
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 freight costs for returns; 

 Cash flow issues due to being charged up front for titles and not reimbursed until 
returns are processed. 

 
7. As a consequence of these time and cost requirements newsagents have become 

increasingly disengaged in the magazine sector.  This includes their engaging in 
conduct such as indiscriminate early returns of magazines.  This is damaging to 
publishers (and also ultimately to the newsagents) who are losing out on sales due to 
product not being properly managed at the retail level.   

 
Proposed Solution 
 

8. The MPA is proposing a staged solution that involves 3 parts or ‘pillars’:  These are: 
 

Pillar 1: Code of Conduct - Addressing category profitability at newsagency level by 
implementing agreed limitations on distribution of magazines based upon targeted 
minimum sales efficiency; 
 
Pillar 2:  Channel Engagement - a campaign of education and engagement of 
newsagents to revive interest in the category; 
 
Pillar 3:  Retail Skills – focussing on engaging and training newsagents on category 
management and efficient operation of the category. 
 

9. Pillar 1 is proposed to include introducing limits upon distribution of magazines based 
upon:  

 

 minimum sales efficiencies; 

 Ceasing to distribute titles after an agreed number of consecutive nil sales; 

 Reducing requirements for Full Copy Returns; 

 Limiting early returns 

 Limiting redistributions; and  

 Limiting maximum shelf life term, except in circumstances where the newsagent 
is compensated by delayed billing and/or extra sales margins. 

 
Need for Collective Solution 
 

10. It is the MPA’s belief, supported by the Australian Newsagency Federation input, that 
newsagents will not engage in the proposed Channel Engagement and Retail Skilling 
processes (Pillars 2&3) unless they first see that product oversupply is being 
effectively addressed. 
 

11. However any single distributor who elected to limit their distribution in the manner 
proposed (Pillar 1) would immediately risk losing publishers to other distributors who 
do not impose similar restrictions on distribution.  No single distributor will therefore 
unilaterally adopt the proposed limits on distribution, as this is likely to result in 
significant loss of customers (publishers) to competitors and a massive loss of 
revenue.  
 

12. While the MPA members are supportive of the proposal, they only represent a small 
proportion of magazine titles available in Australia.  Their limiting their own 
distribution of product (which already has the highest sales efficiency) would not 
address the oversupply issue as it is experienced by newsagents   
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13. The key to addressing the oversupply issue at the retail level is therefore for the 
major distributors to agree to simultaneously implement the proposed MPA Code of 
Conduct.  The issue that then arises is that those distributors will be collectively 
implementing an arrangement that will substantially reduce their revenue, as current 
estimates of the effect of the implementation of the proposed Code of Conduct will be 
to remove approximately 11 million copies from the supply chain.  This will require 
that distributors to renegotiate distribution charges with publishers.   

 
14. Publishers are only likely to agree to any such increase in distribution charges if they 

can see improvements in the newsagency channel performance, both an increase of 
magazine sales and an arrest in the decline in the numbers of newsagencies.  As 
noted above, these are the target outcomes of Pillars 2 and 3, which cannot be 
achieved until the oversupply issue has first been addressed.  To an extent therefore 
the industry faces a ‘Catch 22’ situation in that each aspect of the programme will 
only be successfully implemented if the other aspect precedes it. 

 
15. The current proposal is therefore to run a pilot (or proof of concept) of Pillar 1 in order 

to refine the proposed limitations on distribution and to demonstrate to newsagents 
that this can successfully control the oversupply issue.  It will also be necessary to 
trial the Channel Engagement process (Pillar 2 & 3) in order to demonstrate to 
publishers (who are likely to face higher distribution charges) that improved 
management of the channel will result in increased sales efficiencies and will restore 
and maintain the viability of this sales channel. 

 
16. The conduct that is sought to be authorised is to implement a limited Pilot of the 

proposed limitations on magazine distribution.  This will involve Network Services 
and Gordon & Gotch (with the support of MPA member publishers) agreeing to limit 
the supply of distribution services in a manner designed to increase supply chain 
efficiencies and to reduce oversupply of product at newsagency level, as is outlined 
above. 
 

17. Subject to the Pilot being viewed as successful by stakeholders, it is intended that 
the limitations on distribution that are being trialled be rolled out nationally as part of 
an agreed industry Code of Conduct. 

 
 




