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Has Apple Reached Its Price Limit, 
or Is There Still Room to Grow?

by Nick Zarb 
and Nathan Weinrauch

Apple has an impressive histo-
ry of breaking price barriers, 
but consumers were surprised 
to see a price cut at this year’s 
iPhone launch. Based on find-
ings of a recent Simon-Kucher 
study, technology experts Nick 
Zarb and Nathan Weinrauch 
discuss what this means for 
Apple’s future revenue growth. 
Nick Zarb (nick.zarb@simon-kucher.com) is a Senior Director in the San Fran-
cisco office and Nathan Weinrach (nathan.weinrach@simon-kucher.com) is 
a Consultant in the New York office of Simon-Kucher & Partners.
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W
hen the iPhone X was 
launched in 2017, it 
was dubbed the most 
expensive iPhone ever. 

At a starting price of $999, specula-
tion began as to whether consumers 
would pay this extravagant amount 
for “just a cellphone!” But the iPhone 
X turned out to be Apple’s top selling 
device at the time, and average sell-
ing prices (ASPs) rose by over $100 
($796 in Q1 2018 vs. $694 in Q1 
2017). Even Apple themselves orig-
inally underestimated the phone’s 
success, with consumers sitting on 
waiting lists for several months af-
ter launch. Having successfully bro-
ken the $1,000 psychological price 
threshold, Apple has continued to in-
troduce more expensive devices ever 
since - that is until September 10th 
of this year.

Consumers were pleasantly sur-
prised to learn that Apple decid-

ed against steep increases this fall. 
Prices remain the same for top of 
the range devices (2019’s 11 Pro vs. 
2018’s XS), and the iPhone 11 came 
in at $50 lower than 2018’s XR. We 
all know Apple as a brand that works 
hard to preserve its margins, so what’s 
going on exactly?

The decision may be a way of pass-
ing on some cost efficiencies to cus-
tomers, but is more likely aimed at gen-
erating an uptick in sales volumes to 
offset the maturing market. Especially 
in China, the iPhone is seen as more of 
a commodity, as the popularity of We-
Chat makes ever price-sensitive con-
sumers less reliant on iOS. Through 
both clearer branding (Pro is easy to 
recognize) and a bigger price gap to 
premium, Apple is simplifying consum-
er choice and clearly differentiating the 
market into premium and mass. And 
thanks to the discontinuation of the X 
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in 2018 and XS in 2019, cus-
tomers who want an upper end 
device now must purchase the 
latest model.

Meanwhile, the smaller price 
differential to previous models 
could also have a positive ef-
fect. If fewer customers decide 
to opt for older devices (XR or 
8) and instead choose the 11, 
ASPs may even increase. Plus, 
the break in price hikes could 
have something to do with the 
highly anticipated arrival of new 
technology. Many experts believe that Ap-
ple will introduce 5G and OLED screens 
for next year’s devices. So consumers 
shouldn’t get too relaxed. There could still 
be room for Apple to go higher than it’s 
ever gone before!

To find out whether Apple could push 
through the $2,000 barrier, we took our 
questions to the market. In our recent 
study, we asked 10,250 representative 
consumers in the US about their willing-
ness to pay, as well as their consideration 
set. Here’s what we learned from those 
looking to purchase the new 2019 models, 
prior to their announcement (see Figure 1):

• There is room to grow prices even 
further: Our study reveals clear room to in-
crease prices beyond the $700-$1,500 
range that Apple currently charges. 25% 
of consumers receiving monthly finance 

terms would be willing to pay over $1,800 
for a top range device, significantly more 
than the $1,499 price for the iPhone 11 
Pro Max released this fall.

• Apple could even achieve prices 
up to $2,400: Depending on the payment 
plan, there is still an opportunity to charge 
prices up to $2,400. However, without sig-
nificant value-add through innovative new 
features or functionality, it likely would be 
difficult for Apple to achieve this.

• Higher willingness to pay with 
monthly payment plans: The $2,400 fig-
ure is primarily driven by consumers who 
opt for 24 month 0% financing. They would 
be willing to pay over $99 per month for 24 
months ($2,400 in total), on average 50% 
more than up-front payers.

• Apple chose the revenue-opti-
mal price point for its current new 
iPhones: Not all consumers are willing 

to cough up the $2,400 sum. The study 
data showed that revenue dropped by 3% 
on average for prices $50 above the cur-
rent price, by 5% for $100 more, and by 
9% for $200 more. Volumes dropped by 
9, 15, and 25% respectively. Therefore, 
Apple played it safe this year with the 
$1,499 price.

• But, younger consumers will con-
tinue to drive demand for larger, more 
expensive models: There is a strong trend 
toward larger screens, which is strongest 
with younger and less affluent consum-
ers: 60% of 18-24 year olds and 37% 
of those with household incomes below 
$100k would consider the iPhone 11 Pro 
Max. As younger and less affluent consum-
ers see phones as their primary comput-
ing devices, they are willing to pay more 
for larger screens and more advanced 
features. This demographic trend bodes 
well for future iPhone ASPs as Apple can 
grow with these consumers as their in-
comes increase. 

Insights: what’s next for Apple? 
We have long been firm believers that 

the iPhone is “the best priced product in 
the world” and this accolade is likely to 
hold in future years. We expect Apple to 
continue to strengthen its unique position 
and grow revenues through several world-
class pricing strategies:
1. Anchor pricing is key to continued 
success in growing ASPs

Remember the Gold Edition Apple 
Watch? Sales may have been limited when 
it was launched at $10,000, but this price 
enabled Apple to shift the entire percep-
tion of just how much a smartwatch should 
cost. $349 seemed acceptable, when ac-
tually it was much more than competitor 
products. Similarly, a customer may walk 
into an Apple store just to check out the lat-

Figure 1

Figure 2
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est model, but walk out with a device that 
better suits their budget, spending a little 
more than they originally planned. Apple is 
the master of anchor pricing – a strategy 
where, thanks to irrational consumer psy-
chology, a high-priced device makes oth-
ers seem like a good deal. High prices not 
only help reinforce Apple’s positioning as a 
premium brand, each successive increase 
at the top pulls up spend at the lower end. 
So, if the rumors are true and Apple is 
planning to launch advanced features and 
new innovations in 2020, then we expect 
to see further anchor pricing tactics at play. 
A more niche, expensive device would en-
able an even higher tier of iPhones, serving 
the segment with the highest willingness 
to pay while delivering a powerful impact 
across the entire portfolio.
2. Price segmentation limits  
switching to competitors

Apple smartly offers several versions 
of each iPhone model at roughly $100 in-
crements based on storage capacity, al-
lowing consumers to self-select based 
not only on size, features, and function-
ality, but also on their willingness to pay. 
This results in multiple different available 
price points, from $450 to $1,499. Given 
younger consumers’ typically more limited 
budgets, but their desire for large, Apple-
branded phones, this kind of price seg-
mentation will be another key to success. 
We expect over time for Apple to main-
tain and potentially broaden this range 
of price points, as well as to offer target-
ed discounts for students and Black Fri-
day deals as an additional form of price 
segmentation.
3. Services are the secret weapon  
to a $2,400 iPhone (at $99/month  
for 24 months)

There’s no doubt that Apple is gener-
ating more and more revenue from cus-
tomers through services, seeking to grow 
long-term customer lifetime value (CLTV) 

over the ASP of devices. Given that Ap-
ple likely sold over 100 million iPhones, 
Macs, and iPads in the US last year, and 
now has a full services suite across mu-
sic, TV, and gaming, the revenue oppor-
tunity is huge. The launch saw Apple TV+ 
thrown in free for a year for customers who 
buy a new device (worth nearly $60). This 
not only adds value and drives sales vol-
umes, it also instantly creates millions of 
users that Apple can convert to paying us-
ers later on. And as a long-term strategy to 
increase CLTV, we still see room for Apple 
to increase overall spend from customers. 
If Apple is truly smart, they will start incor-
porating paid services bundles into their 
iPhone upgrade program alongside Ap-
pleCare. This would not only increase the 
offer’s attractiveness, it would also move 
customers more quickly to the “iPhone as a 

service” subscription model, locking them 
into the overall ecosystem even more tight-
ly and for even longer. That $2,400 price 
potential is really $99 over 24 months. 
Once you add up Apple’s services along 
with the cost of an iPhone, it’s not hard to 
see how they could get customers there 
sooner rather than later. v

Notes

• About the study: The study “Willingness to pay 

for upcoming 2019 iPhone models” was conducted 

by Simon-Kucher & Partners in August 2019 in the 

US. In total, 10,250 US consumers were sampled, 

and 400 identified with propensity to purchase the 

upcoming 2019 iPhone models were asked about 

their willingness to pay for new models as well as 

their consideration set.

•  Neutrality declaration: Apple Inc. is not a client of 

Simon-Kucher & Partners now or previously. 
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Pricing Transformation: 

Decision Making Required, 

Software Optional

Pricing transformations are a big topic in the business 

world, but many companies do not understand how to 

bring such a transformation into fruition. In this article, 

the author explores the key cultural and organization-

al changes required to implement meaningful pricing 

change. Tim J. Smith, PhD is the founder and CEO of 

Wiglaf Pricing, adjunct professor at DePaul Universi-

ty, and Academic Advisor for the Certified Pricing Pro-

fessional designation. His most recent book is Pricing 

Done Right:  The Pricing Framework Proven Success-

ful by the World’s Most Profitable Companies (Bloom-

berg Financial, 2016). He can be reached at tsmith@

wiglafpricing.com.
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P
ricing transformations are a 

hot topic. People have been 

preaching to CEOs, CFOs, 

CMOs, and CCOs for years 

that a 1% improvement in price can 

lead to 8 to 13% improvement in prof-

its. Even better, experience has shown 

that 1% improvement is a low-estimate 

of the expected outcome of a pricing 

transformation. Pricing transforma-

tion efforts routinely deliver two ad-

ditional margin points, and have been 

observed to deliver an additional 9% 

to margins. But where is the origin of 

these improvements, and how do com-

panies get this improvement?

Pricing Transformation is a Trans-

formation in Decision Making

At its core, pricing transformations 

is about transforming how organiza-

tions make decisions regarding pric-

ing. It is a transformation of the pro-

cesses used in pricing, the people 

engaged in pricing decisions, the in-

formation applied to pricing decisions, 

and the goals of those pricing deci-

sions. It is an organizational structur-

al change to align with the corporate 

strategy and goals.

A wide variety of coordinated profit-

focused decisions are required to drive 

a strong pricing transformation. These 

profit-oriented decisions will coordi-

nate list prices, target prices, commer-

cial policy, tactical price management, 

and sales-incentives towards more ac-

curate pricing.
It isn’t a single decision nor single 

process that delivers the improve-

ment, but rather the coordinated ef-

fort across many decision points, pro-

cesses, and routines to ensure pricing 
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