ple Hangs Up on High iPhone Price
ys before the first Apple iPhones ‘went on sale,
housands of buyers lined up outside Apple
stores, eager to try ‘the pew cell phone’s large,
riendly touch screen and miult'gxxiédié";épébilitiés. -
Apple’s iconic iPod media player, instantly identifi-
ecause of its sleek case and white ear buds, the
ish iPhone became a must-have status symbol for
AVVY CONSUMETS ACLOSS 4 United States. How-
£, despite a major promotional ¢ampaign, widespread
dia coverage, many rave feviews, and a fast-growing
ier base, the iPhone bécaie the focus of criticism
two months of its Telease.. 71
Apple has traditionally set high p;iggs.fp'r._, jts new: "
ducts..One purpose of pricing in this Wvay is 10 rein- -
orce the brand’s _hig,h—,e‘nd._posi,t.ioging and specia
cachet. Another is to start recouping develop- :
nt.costs and build profits from the - '
start of each product’s life; This,
ricing strategy has worked with -
e company’s Macintosh com” | 2
puters and its iPods, allowing
he Apple to increase both
evenues and profits year
fter year.
The iPhone was ini-
fally priced at $599, not
acluding  the cost of
monthly phone service
through an exclusive deal
with AT&T. Two months
ater, in a break from its ..
usual pattern, Apple abruptly
“slashed the iPhone’s price by
" $200. Although electronic prod-
ucts often drop in price over time,
they rarely sell for so much less so
soon after introduction. This time, . ;"
Apple had its eye on the year-end holidays, T
ing a more affordable price during the o

believing that setti :
fall would put the iPhone within reach of a larger number

of gift-giving buyers. The A
nity to close in on its goal of selling 10 million iPhones
worldwide within 18 months of the product’s launch. -
Apple’s pricing decision provoked angry protests
from customers who protested that they had overpaid
for a cutting-edge product that was. going mainstream
more quickly than expected. With Apple on the spot,
CEO Steve Jobs quickly conceded that customers had a
point. “Our early customers trusted us, and we must live
up to that trust with our actions in mom
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r_s,‘theék:drﬁ;iaﬁjrqufété afﬁ" 0 :
purchased -

to-cach customer Ao had pu
' ¢ cut. Although this
e credit had o value except
‘hase of something from Apple—thie pric- =

: St
launched a series of new iPhone mo els
power, and a lower price than
originally introduced “The
become ‘an enormMOous Succe 8
nt and prompting
nited Kingdom. -
Just as the iPod ateract d
me. Apple buyers, the iPhone’s uniguie

stomers and -

_‘appeal has brought in- new :cu
L T given ‘lo_yél"custd'me_ts another Teas
* buy from Apple.. G

Y The busz from the iPhon
other new products: hasalso ©
'~ boosted demand for Apple’s
. line of Macintosh computers.
T fact, the company gained -

Hooe the thisd
‘U.S. computer marketer, .
¢railing only market leader
“Delland Hewlett-Packard. - -
Higher sales of Apple’s
entire - product mix “have

resulted in_ record-setting
- company. profits. Just as.
, l,ff‘POIf_?ﬂﬂzfa' all:these :ﬁini.l.b‘?ﬂ-. i
" tions have polished the Apple -
brand and added to its trend-set-.

b ting image—which, in tum, allows
" the company to charge premium prices
" ot irs covered products® -

" Questions for Discussion ;
1. What was Apple’s primary pricing object
o introduced the iPhone? What was jts primary objec- .-

ive when it.

five in cutting the product’s  price jus two-months -
aftcf.i:it;:odu;tion?  _7' et s o S
2. How much weight does Apple appear to have given .
" to its evaluation of Compétitive pricing? il
3. Do you agree with Apple’ decision to’switch away
from price skimming “after the iPhone’s introduc:
tion?, Defehdv'yo_u_r’answne;j.»” R




