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May 9, 2024

Andy Jassy

Chief Executive Officer
Amazon.com, Inc.

410 Terry Ave.

North Seattle, WA 98109-5210

Dear Mr. Jassy:

Prices are still too high for many of the goods Americans need. And big tech’s exploitation of
consumer data is undermining consumers’ ability to comparison shop and save money.
Specifically, pricing algorithms alter prices in a way that hurt consumers and suppress
competition — taking away people’s ability to find the lowest price.

Last week the Senate Banking, Housing and Urban Affairs Committee convened a hearing to
examine how corporations are using technologies, such as artificial intelligence (Al), to set
prices. Continuing these efforts, we need information on how Amazon uses pricing algorithms,
the potential harm this is doing to consumers, and the implications for the prices Americans pay.

Amazon, as the largest e-commerce platform in the United States, has used pricing algorithms
for over a decade.! New Al technologies, which can rapidly change prices based on consumers’
lifelong purchase and browsing histories, make these algorithms more powerful and more
detrimental to Americans’ pocketbooks. As more consumers shop online, large tech platforms
have access to vast stores of personal data drawn from consumers’ prior shopping history that
can be exploited by corporations to set prices based on the time of day, location, or even the
electronic device used by a consumer.

Although dynamic pricing is hardly a new means for corporations to charge consumers more
than a fair price, modern pricing algorithms turbocharge dynamic pricing, enabling corporations
to rapidly adjust prices on goods. Some retailers that use pricing algorithms change their prices
over 2,000 times in a given day.’

While companies claim that dynamic pricing allows them to offer the most competitive prices,
it’s clear that in the long-run, dynamic pricing leads to higher prices.® Frequent price changes

! https://www.propublica.org/article/amazon-says-it-puts-customers-first-but-its-pricing-algorithm-doesnt
2 https://www.npr.org/2024/03/14/1238496160/dynamic-pricing-could-be-coming-to-a-supermarket-near-you
3 Ibid.
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only benefit consumers when competition is strong, and consumers are able to defend themselves
from dynamic pricing by comparison shopping for a good bargain.* A recent study examining the
online pricing of allergy medication found that instead of increasing competition, online retail
was able to use this technology to increase prices and undermine competition.’

With limited transparency around the factors pushing up prices, I am concerned that pricing
algorithms enable corporations to charge higher prices in circumstances where consumers have
the greatest need for something, and thus are unable to comparison shop because of both urgent
need and frequent, opaque price changes. For instance, when a flu outbreak arises, local
pharmacies may run out of supplies needed for families with the flu. Large tech platforms, with
vast stores of data, can exploit this outbreak driving up prices for those suffering from the flu.
What is “algorithmic pricing” to a retailer is price gouging to consumers.

In addition to dynamic pricing, I am also concerned by how corporations may use customers’
web browsing data to engage in discriminatory pricing, in which different customers are charged
different prices for the same goods or services. On top of generally higher prices, I am concerned
that the use of pricing algorithms may lead to higher prices for individuals or families based on
variables including a customer’s location or other sensitive personal data.

Despite widespread adoption of pricing algorithms, consumers know little about how their
personal data is being used to set prices and under what conditions prices may increase. The
public needs to better understand how pricing algorithms impact what customers pay for
products offered on Amazon’s platform, I ask that you provide answers to the following
questions by June 15, 2024.

1. How does Amazon determine what a fair price is for a given product? Please describe
Amazon’s strategy and the algorithms used for setting prices.

2. Please describe the data Amazon uses to determine prices. Please specifically describe
the customer data — including whether an individual’s browsing history, purchase history,

device, or geo-location is used to determine prices.

3. How does Amazon determine when the price for a product should change? What factors
does Amazon use to change prices?

4. What specific steps has Amazon taken to ensure that dynamic pricing algorithms do not
discriminate based on protected classes, such as gender, age, or race?

5. How does Amazon help consumers plan for purchasing costs? Does Amazon
communicate changes in prices to consumers, and, if so, how?

Thank you for your consideration and your timely response.

*https://obamawhitehouse.archives.gov/sites/default/files/whitehouse_files/docs/Big_Data_Report Nonembargo v2.

pdf
5 https://www.brookings.edu/articles/are-online-prices-higher-because-of-pricing-algorithms/

2



https://obamawhitehouse.archives.gov/sites/default/files/whitehouse_files/docs/Big_Data_Report_Nonembargo_v2.pdf
https://obamawhitehouse.archives.gov/sites/default/files/whitehouse_files/docs/Big_Data_Report_Nonembargo_v2.pdf
https://www.brookings.edu/articles/are-online-prices-higher-because-of-pricing-algorithms/

Sincerely,

Stoved Byone)

Sherrod Brown

United States Senator



