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Apple has an impressive histo-
ry of breaking price barriers, 
but consumers were surprised 
to see a price cut at this year’s 
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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.

July 2018

Pricing Transformation: 

Decision Making Required, 

Software Optional 1

Three Lessons That Both  

Buyers and Sellers  

Should Learn 5

Do You Know Who Is 

Training Your Sales Team? 7

How to Develop a Winning 

Pricing Structure in Retail? 9

contents

by Tim J. Smith
Ph.D.

Ø CONTINUED on 3 Ø

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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Why Is Every Streaming Service 
Using the Same Pricing Model? 

Streaming services are the big rage, but instead of aggregat-
ing and creating discounted bundles, each streaming service 
is selling “take it all or nothing” deals. Streaming services 
need to put a little more thought into their pricing strategies 
and provide more affordable options, as the author explains. 
Rafi Mohammed is the founder of Culture of Profit, a consul-
tancy that helps companies develop and improve their pric-
ing strategies, and the author of The Art of Pricing: How to 
Find the Hidden Profits to Grow Your Business (Crown Busi-
ness, 2005) and The 1% Windfall: How Successful Compa-
nies Use Price to Profit and Grow (HarperBusiness, 2010). Fol-
low him on Twitter @cultureofprofit.

by Rafi  
Mohammed

R
emember the not-so-long ago 
days when Netflix was the king 
of streaming services? Back then 
it was an easy segment for the 

company to command: “For the pleasure 
of viewing our content, your only option is 
to go all-in for our unlimited usage plan.” 
But today, with so many streaming services 
available, offering only all-you-can-watch 
is a mistake. Doing so limits a service’s 
customer base and makes it vulnerable to 
better-tailored pricing from rivals.

We already have a multitude of stream-
ing options. They include the stalwarts 
(Amazon Prime, Netflix, Hulu, HBO Now, 
Starz, Showtime), movie specialists (The 
Criterion Channel), television channels 
(CBS, ESPN+), a comic book/superhero 
channel (DC Universe), and even two Brit-
ish television services (BritBox, Acorn TV). 
Apple TV+ and Disney+ launched recent-
ly, and HBO Max (which will include pro-
grams from WarnerMedia) and NBCUni-
versal’s Peacock are set to go live in the 
near future.

Each of these services is charging be-
tween $4.99 to $14.99 per month for un-
limited viewing. For a creative industry, 
where’s the pricing ingenuity?

The upside of intensified competition is 
better programming. Content quality sky-
rocketed when cable started to compete 
against three television channels (ABC, 
CBS, NBC). Streaming services have 
upped the bar, and more competition will 
continue to spur creativity. The downside 
is that instead of aggregating and bundling 

services (as cable has done), streaming 
companies have chosen to sell indepen-
dently and offer only all-you-can-watch 
packages. As a result, consumers will have 
to cobble together several fragmented ser-
vices to watch their favorite shows, and 
that can get expensive.

Streaming services are violating rule 
number one in pricing/packaging: meet 
the needs of customers. Viewers want to 
watch their favorite shows and minimize 
paying for programs that they’re not inter-
ested in. So while I’d enjoy watching Suc-
cession, the highly-rated HBO series, 
there’s not enough additional “must see” 
content for me to justify paying $14.99 per 
month for unlimited viewing.

Just as important, if rival streaming ser-
vices start offering cheaper options (e.g. 
metered plans or a la carte), those that 

don’t follow suit will be put at a signifi-
cant competitive disadvantage. Bloated 
all-or-nothing packages will be even less 
appealing.

So what should streaming services do? 
Rethink the virtues of (but probably keep) 
an unlimited plan and consider adding the 
following options:

Metered. The easiest solution is to me-
ter usage by number of shows or viewing 
time. A handful of volume-based plans can 
be offered: low, medium, and high. And if 
the unlimited plan is ditched, a key problem 
will be solved. Friends and distant friends 
will be more vigilant on safeguarding their 
streaming passwords if they are now be-
ing charged for their “generosity.”

Good-Better-Best. Another way to 
provide discount options is to offer a line 
of packages. Content can be segmented 
by content type (series shows vs. films), ex-
clusivity (original content vs. available on 
other services), and release date (new vs. 
six months after release). Usage restric-
tions include “ability to binge watch” (yes/
no), viewing time (all week vs. only week-
end), and device (mobile vs. television).

Metering/Good-Better-Best Hy-
brid. Cell phone pricing plans of the past 
are an example of a hybrid of metering 
and G-B-B. In addition to a fixed number 
of minutes, minutes were allocated to dif-
ferent categories such as off-peak, peak, 
and international.

Disney+ is one of the newest streaming options.

https://twitter.com/cultureofprofit?ref_src=twsrc%5Egoogle%7Ctwcamp%5Eserp%7Ctwgr%5Eauthor
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Discounts to Incentivize Commit-
ment. It’s odd that with the exception of 
Disney+, which is offering discounts for 
a long-term commitment, streaming ser-
vices typically only offer month-to-month 
plans. This pricing strategy makes it easy 
to turn services on and off. (In theory, I 
could watch all of Succession by sub-
scribing to HBO Max for just one month.) 
Volume discounts — committing to a pe-
riod of time — can be employed to reduce 
customer churn.

Sure, cell-phone-like plans are cum-
bersome compared to the simplicity of 

one price for all you can watch. But that’s 
the point:  new plans are deliberately cum-
bersome. A common tactic in pricing is to 
create hurdles to identify price-sensitive 
customers. Thrifty customers stand out 
and credibly proclaim “price is important 
to me” by jumping over hurdles such as 
searching for, cutting out, and redeem-
ing coupons. Price matching and rebates 
utilize similar types of hurdles. Streaming 
hurdles such as volume, content, and us-
age restrictions are used to ensure that 
discounts are only offered to customers 
who truly care about a reduced price. 

Customers who aren’t concerned about 
price can go directly to “unlimited.”

A one-price-fits-all strategy fails to 
acknowledge the simple fact that for 
any product or service, customers have 
unique needs and a different willingness 
to pay. With few rivals, mandating all-you-
can-watch pricing was once tolerable. 
But to win in today’s competitive market, 
streaming companies need to step up 
their pricing strategies by offering choic-
es to better accommodate the needs of 
their customers. v
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Subscription Pricing:  
Benefits, Metrics & Team Alignment 

Subscription pricing is rapidly spreading across industries and 
by all accounts has passed the “tipping point” in broad mar-
ket acceptance. Are you prepared to seize the opportunity, 
as your competitors are doing and as the market is demand-
ing? Or will your business become a casualty of this disrup-
tive pricing model? This article will present an overview of 
the best practices to follow when implementing subscription 
pricing. Author Paul Hunt is the president of Pricing Solutions 
and a frequent PPS presenter, instructor, and contributor. He 
can be reached at phunt@pricingsolutions.com.

by Paul Hunt

S
ubscription pricing is rapidly 
spreading across industries and 
by all accounts has passed the 
“tipping point” in broad market 

acceptance. Developing a subscription 
offer is increasingly not an option, but a 
requirement for most B2B and B2C busi-
nesses today. 

Competitors are moving towards sub-
scription models, there is a market op-
portunity and customers are asking for 
it. When done right, subscription pricing 
drives recurring monthly revenue and in-
creases customer intimacy.

Are you prepared to seize the opportu-
nity, or will your business become a casu-
alty of this disruptive pricing model? This 
article will present an overview of the best 
practices to follow when implementing 
subscription pricing.

Showcase the Benefits of Your  
Subscription Pricing Model

Some companies move to subscrip-
tion pricing because of customer de-
mand. There’s lots of reasons that custom-
ers love subscription pricing. Here’s what 
customers find beneficial about subscrip-
tion pricing:

1. Lower Cost of Entry. Typically for 
customers, subscription means a 50-75% 
lower cost of entry, compared to owner-
ship models.

2. Flexibility to add/subtract as 
needs change. Think about the Microsoft 
Office 365 B2B offer. As the employment 
base can vary monthly at enterprises, the 
pricing plan is structured around the num-
ber of users per month. Customers only 

pay for what they use.
3. Comprehensive solution provides 

cost transparency. For example, Porsche 
Passport provides not only the vehicle, but 
also insurance, mileage, maintenance and 
repairs. With their subscription, customers 
get a very comprehensive package that’s 
full-service and simple. One can literally 
sign up and drive away without having to 
worry about anything else. And you can 
change your vehicle as often as you like.

4. Faster implementation by passing 
the IT backlog. In the realm of new tech-
nology, with a subscription model, cus-
tomers remove their reliance on their IT 
department, which is typically burdened 
with managing existing infrastructures and 
upgrading existing software, etc. Bypass-
ing the IT backlog allows customers to get 
something up and running in a very short 
period of time.

5. Do not need to “Rebuy.” Subscrip-
tions allow customers to stay current with-
out having to think about the repurchase 
cycle on an ongoing basis. Removing the 
need to rebuy technology services, hard 
goods, etc. saves time and increases ef-
ficiencies.

6. Always on the most current ver-
sion. With a subscription, custom-
ers are always on the most current ver-
sion. Whether it is digital application or a 
Porsche, customers always have the new-
est version.

7. Operating Expenditure vs Capital 
Expenditure. Increasingly, companies are 
interested in moving from Capital Expendi-
tures to Operational Expenditures (CapEx 
to OpEx). Customers are really gravitat-

ing towards OpEx and seeing the benefit 
of being able to transition things off their 
balance sheet onto their income statement 
in a timely fashion.

It’s important to consider which of these 
benefits are most valuable to your custom-
ers and then position your subscription of-
fering around these benefits.

How to Choose the Right  
Metrics for Your Subscription

Choosing the right metrics to track is 
perhaps, the most important piece of any 
subscription pricing offer and strategy. 
When deciding on the right metric or the 
best metric, we recommend thinking about 
these four questions:

• Does it track value?
There are typically a lot of different met-

rics that track value. Often, the most ide-
al from the value-tracking perspective be-
comes less ideal as we layer in the next 
set of questions here. So, the first ques-
tion here is always “does it track value.” If 
it does, it can be considered from a met-
ric perspective.

• Is it enforceable and measurable?
Often we would identify metrics that 

would be great from a value-tracking per-
spective, but we have no ability or visibili-
ty into how they may be implemented on a 
customer side. If we are not able to mea-
sure them and enforce them, they become 
poor metrics for our solution.

• Can we sell it either through our 
sales organization or channel?

For a company that sells through chan-
nels, metrics become even more compli-
cated because we’re dealing with busi-
nesses over which we don’t have a direct 
influence.

• Will our customers buy this?
Often what we’re dealing with are situ-

ations in which we’re coming up with great 
metrics that meet the first three criteria, 
but they are new methods or metrics for 
our customer base to buy. In those situa-
tions, we’re really having to train and edu-
cate our customers along the way on new 
metrics and how to use them as much as 
on the solution itself. So typically, if you can 
find a metric that your customers are famil-

mailto:phunt%40pricingsolutions.com?subject=
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iar with that you can piggy-
back on even in a separate 
area of the business, that will 
be beneficial and really help 
with gaining traction faster.

Preparing Marketing  
and Sales Teams

The marketing and sales 
teams are critical to the suc-
cessful implementation of 
your subscription pricing 
model, and they need sup-
port to be successful. Let’s 
start with the marketing team 
because they’re going to be 
the first folks who will take 
your subscription pricing 
model to market. Have an-
swers ready for the questions 
that they might have, which 
often include (see Figure 1).

Offer support to your 
sales team through training, 
tools and marketing collat-
eral and be prepared to an-
swer questions about their 
compensation as shown in 
Figure 2. v

Figure 1

Figure 2



December 20199Pricing Advisor

Is That Membership Paying Off? 
There is an assumption that certain low-cost providers (think 
Costco, Amazon, Target, or Walmart, for example) must nec-
essarily have the lowest prices on a given item. However, that 
assumption is often false. Brands count on customers being 
sticky and not comparison shopping for every single item. The 
presence of a membership fee makes that stickiness even tru-
er, as the author explains. 

Kyle Thompson-Westra is a Consultant at Wiglaf Pricing. His 
background includes digital strategy, marketing analytics, 
and international relations. He can be reached at ktwestra@
wiglafpricing.com.

by Kyle Thomp-
son-Westra

M
y wife’s favorite holiday is Hal-
loween. As such, this October 
we were in the market for a life-
sized skeleton for the house. 

We also recently became Costco mem-
bers, so that seemed the natural place to 
get some discount decorations. We pur-
chased some (I mean a lot) of Halloween 
candy there, but didn’t pull the trigger on 
Costco’s skeleton, which was priced at 
$42.99.

And it turns out that was a good thing! 
The next day we were at Home Depot and 
found essentially the exact same skele-
ton. And Home Depot’s was $10 less at 
$32.98.

What gives? The entire principle be-
hind Costco’s membership model is that 
it can bring, according to its website, not 
only “the best possible prices” but 
“the lowest possible prices.” As we 
found out this Halloween season, that 
doesn’t always hold true.

Check Again
There is an assumption that cer-

tain low-cost providers (think Costco, 
Amazon, Target, or Walmart, for exam-
ple) must necessarily have the lowest 
prices on a given item. However, that as-
sumption is often false, whether you are 
shopping for a posable battery-powered 
skeleton with glowing LED eyes or some-
thing a little more mundane.

The flip side is also true: Whole Foods 
no longer deserves the moniker “Whole 
Paycheck” because on many items their 

prices are competitive with or lower than 
those at discount supermarkets.

Brands count on customers being 
sticky and not comparison shopping for 
every single item. The presence of a mem-
bership fee makes that stickiness even tru-
er. This is due both to the sunk cost fallacy 
and cognitive dissonance.

With the sunk cost fallacy, customers 
take into account the cost of the member-
ship fee when making purchases down 
the line. If you’ve already paid for special 
access to a store, you might as well use 
it, right?

Unfortunately, no. Once you’ve paid the 
membership fee, that cost should no lon-
ger be part of your buying calculus. Hav-
ing paid for a Costco membership doesn’t 
make the $10 difference disappear.

Cognitive dissonance also comes into 
play because customers don’t want to si-
multaneously believe that they paid in ad-
vance for lower prices at a membership 
store and that the store they paid to ac-
cess doesn’t actually have lower prices. 
Better to ignore that dissonance than have 
to think more critically about the member-

ship cost or each purchasing decision.

Demonstrate the Value
Does that mean that membership stores 

are a bad idea? Not at all. Oftentimes, 
they do have lower prices for comparable 
goods than other vendors. And it’s a ma-
jor convenience to use the heuristic that 
such a place always has the lowest pric-
es even if that almost certainly cannot al-
ways be true. It is worth some amount of 
money not to expend the time and mental 
energy comparison shopping every item.

So, a membership site doesn’t have to 
be the absolute cheapest on every item, 
but should be in the ballpark. With enough 
counterexamples, however, customers will 
increasingly shop around. They might can-
cel their membership or churn out when it 
comes to renew.

What does this mean for companies? 
Memberships can be great tools, if the val-
ue that such memberships provide is clear 
and demonstrable.

Assuming “lock-in” is dangerous when 
there are clear alternatives for the con-
sumer. If Walmart starts to offer more at-
tractive prices and shipping terms on the 
same items that Amazon sells, an Ama-
zon Prime user will reconsider their de-
fault ecommerce site. As with subscrip-
tions, memberships require a continuous 
demonstration of their value to keep cus-
tomers on board.

Another way around churn is hav-
ing items that cannot be found else-
where. Costco does this with some 
electronics. Amazon has its own 
brand items. Netflix has poured huge 
amounts of money into producing its 
own shows and films. So has Ama-
zon. Streaming services in particular 
are fragmenting, with Disney pulling 
back most of its materials for its own 

Disney+ proprietary subscription service.
As always, it comes back to value. We’ll 

keep the Costco membership for other 
goods for now and forgive them for the 
overpriced skeleton. The one we bought 
at Home Depot. v

Brands count on customers being 
sticky and not comparison shopping 
for every single item. The presence 
of a membership fee makes that 
stickiness even truer. 
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