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How Quickly Consumers Buy  
Says a Lot About How Much to Charge

We’ve come to expect the 
line-ups that form out-
side retail outlets when-
ever tech giant Apple 

announces the company is releasing its 
‘next generation’. Those queues are be-
coming almost iconic; synonymous with 
the brand. Even Apple’s competitors are 
taking notice and at times poking fun. 
Sometimes it’s hard to remember that 
the multi-billion dollar empire is more 
the exception than the rule.

Quick acceptance or rejection of a new 
product is most common for everyday 
consumer goods. For technology-laden 
products or services, it’s quite the oppo-

site – the process can be very slow. Apple 
aside, a substantial portion of the target 
population typically takes a ‘wait-and-
see’ attitude when considering a new 
gadget for adoption. Market acceptance 
needs to first reach a certain level be-
fore the rest can be enticed to “cross the 
chasm.”

Speed of adoption can have a signifi-
cant impact on the pricing strategy 
surrounding a new product launch. A 
recent pricing and value research study 
asked consumers if they would try a new 
product. Researchers looked at each con-
sumer’s commitment to the new offering 
and how soon they would likely jump 
that chasm and make the switch. They 
then estimated market adoption at vari-
ous price points during the launch year 
and following three years.

Because market adoption occurs in phas-
es, it is important to determine the per-
centage of customers your product or 
service will reach within those phases. 
If companies have a better idea when a 
product’s target market penetration will 
be attained, they can develop the con-
fidence to set 
higher launch 
prices. 

Aside from 
yielding higher 
margins, high-
er price points 
help compa-
nies reinforce 
the message 
that their new offering provides superior 
quality, more innovative features, better 
ease of use — the list can go on and on 
— compared to existing products in the 
marketplace.

This is especially important during the 
first few years of the product introduc-
tion when the majority of costs related 

to set-up and sales logistics are incurred. 
Having a better understanding of the 
adoption curve means companies can 
more efficiently apply scarce resources.

Launching at a higher price also mini-
mizes the risk that competitors, with 
products of lesser value, will react to 
the new product launch by reducing the 
price of their own offering. This decreas-
es the possibility of setting-off a price 
war that ultimately reduces the economic 
value of the category.

Lastly, profiling early adopters of any 
new product has value. This is particu-
larly true if these consumers are the in-
dustry’s likely influencers, facilitating the 
new product’s acceptance with the rest of 
its target market.

If you’re Apple, your industry’s influ-
encers might very well be those shop-
pers who have queued for 33-hours to be 
among the first in the world to buy, say, 
the new iPhone 5. Accurately estimating 
just how many consumers are actually 
willing to wait in line, and how much 
they are willing to pay, is all part of un-

derstanding 
how quickly 
the company’s 
newest gadgets 
will be accept-
ed by the mar-
ketplace. 

Apple’s ability 
to consistently 
report high 

margins over the past decade suggest 
shoppers are consuming what the com-
pany is producing – and across multiple 
price points too.  Although we may not 
be able to definitively understand Apple’s 
inner workings, in an industry where 
consumers typically are hesitant, they do 
make an interesting exception.

Although Apple’s ability to drive quick 
adoption of their next generation prod-
ucts is the exception and not the rule 
in the technology industry, for pricers 
in most industries, speed of adoption 
can have a significant impact on the 
pricing strategy surrounding a new 
product launch. If companies have a 
better idea of market adoption speed, 
they can set higher launch prices, as 
the author explains. Paul Hunt is the 
president of Pricing Solutions and a 
frequent PPS contributor, instruc-
tor and presenter. He can be reached 
at phunt@pricingsolutions.com. He 
also writes a pricing column that ap-
pears monthly in the Financial Post 
(www.financialpost.com).This article 
was written in partnership with Angie 
Barrozo, Senior Consultant with Pric-
ing Solutions.
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