[bookmark: _Toc161320069]Developing Strategic Capability

Does Apple Demonstrate Strategic Capability?

Elena Pruteanu
2111212
16/03/2024
Developing Strategic Capability
[bookmark: _Toc161320070]3627 words

	


































Table of Contents
Developing Strategic Capability  Does Apple Demonstrate Strategic Capability?	1
4000 words	1
Introduction	3
Mission Statement	3
How has Apple changed and developed over the past 3 years?	3
Apple investments	3
Research and Development	4
Capital Expenditures	4
Renewable Energy	4
Acquisitions	4
Supply Chain Improvements	4
Stakeholders	4
Product Releases	5
iPhone	5
iPad	5
Mac	5
Apple Watch	5
Software Updates	6
IOS	6
Mac OS	6
Watch OS	6
iPad OS	6
Tv OS	6
The current strategy in operation with Apple	6
Innovation and Product Differentiation	7
Service Expansion	7
Ecosystem Integration	7
Privacy and Security	7
Sustainability and Corporate Responsibility	8
International Expansion and Market Penetration	8
Critical Analysis of advantages and disadvantages of Apple and its stakeholders	8
Research and Development Investments	8
Advantages	8
Disadvantages	8
How does this impact the stakeholders?	9
Customers	9
Employees	9
Communities and Society	9
Renewable Energy and Environmental Initiatives	10
Advantages	10
Disadvantages	10
How does this impact stakeholders?	11
Customers	11
Employees	11
Communities and Society	11
Conclusion	11
Reference list	13






[bookmark: _Toc161320071]Introduction
This report defines how a chosen organisation utilises its strategic capabilities as a company to keep up with the fast-paced changes of society, Apple is the chosen organisation that will critically analyse and evaluate the current organisations' profit margins, market shares and existing stakeholders as well as discussing how improvements can be made to benefit Apple as an organisation in the future in regards to market shares, or improvements of their strategies. The report investigation has been supported through research using a variety of textbooks, journals, industry documents and internet sources. This report was requested by the CEO of Apple on 21st January 2024 and is to be completed by the 15th of March 2024.

[bookmark: _Toc161320072]Mission Statement
As mentioned by Pieira (2023) Apple's mission statement is succinctly articulated as follows:  

"To bring the best user experience to its customers through its innovative hardware, software, and services."  

This mission statement reflects Apple's dedication to delivering exceptional products and services that prioritise user experience, innovation, and seamless integration across its ecosystem. By focusing on creating products that are intuitive, user-friendly, and technologically advanced, Apple aims to enrich the lives of its customers and enhance their productivity, creativity, and connectivity.
[bookmark: _Toc161320073]How has Apple changed and developed over the past 3 years?
Apple was founded in 1976 by Steve Jobs, Steve Wozniak, and Ronald Wayne. The company initially focused on producing personal computers, notably the Apple II and later the Macintosh. After facing challenges in the 1980s and 1990s, Apple regained success with the return of Steve Jobs as CEO in 1997. Under Jobs' leadership, Apple introduced ground-breaking products like the iPod, iPhone, and iPad, revolutionising industries and becoming a global leader in consumer electronics. Today, Apple is known for its iconic products, innovative design, and ecosystem of services, making it one of the world's most valuable companies, as stated and supported by Richardson (2023).

[bookmark: _Toc161320074]Apple investments
Apple's investments span a wide range of areas, including research and development, manufacturing, supply chain improvements, and acquisitions. They invest heavily in developing new technologies for their products, such as augmented reality, artificial intelligence, and renewable energy initiatives. Additionally, Apple invests in data centres, retail expansion, and initiatives to improve working conditions in their supply chain. Overall, their investments are geared towards maintaining innovation, expanding their ecosystem, and ensuring sustainable growth.

[bookmark: _Toc161320075]Research and Development
According to Nasdaq (2021), Apple invests significantly in research and development to innovate and develop new products and technologies. According to their financial reports, Apple's R&D expenses have been consistently increasing over the years. In their fiscal year 2021, for example, Apple's R&D expenses amounted to approximately $18.75 billion.

[bookmark: _Toc161320076]Capital Expenditures
As mentioned by Finbox (2024) Apple also invests in capital expenditures, which include investments in infrastructure, manufacturing facilities, and data centres. These investments are crucial for supporting the production and distribution of Apple products and services. In the fiscal year 2021, Apple's capital expenditures totalled around $11.085 billion.

[bookmark: _Toc161320077]Renewable Energy
Apple has been investing in renewable energy projects to power its operations sustainably. They have committed to becoming carbon neutral across their entire supply chain by 2030. Apple has invested in solar and wind energy projects globally and continues to expand its renewable energy initiatives, according to Apple (2023).

[bookmark: _Toc161320078]Acquisitions
While Apple doesn't make as many acquisitions as some other tech giants, they do occasionally acquire companies to enhance their product offerings and technology capabilities. Recent notable acquisitions include the purchase of companies like Beats Electronics, Shazam, and Texture, as told by AppleInsider (2023).
[bookmark: _Toc161320079]Supply Chain Improvements
In reference to Everything Supply Chain (2023), Apple invests in its supply chain to ensure efficiency, sustainability, and responsible sourcing of materials. This includes investments in supplier education and development programs, as well as initiatives to reduce environmental impact and improve labour conditions.

Furthermore, Apple has adopted blockchain technology to bolster the security and transparency of its supply chain operations. Through blockchain, Apple can trace product movement from suppliers to end-users, guaranteeing timely delivery and top-tier quality. Additionally, blockchain minimises the risks associated with fraud and counterfeit products.

In addition to this Apple has incorporated artificial intelligence (AI) into its supply chain procedures. Utilising AI-driven robots streamlines specific tasks like product sorting and packaging, leading to decreased labour expenses and enhanced efficiency. Moreover, AI is employed to oversee supplier performance, pinpointing potential concerns before they escalate.

[bookmark: _Toc161320080]Stakeholders
Stated by Wulandari (2023) the top 5 institutional stakeholders are:

· Vanguard Group
· Blackrock
· Berkshire Hathaway
· State street corporation
· FMR
These 5 institutional stakeholders often take long-term investment perspectives, providing stability to Apple's shareholder base. This stability can be advantageous for Apple's management in executing long-term strategic plans without undue pressure from short-term fluctuations in stock price. Although, certain institutional stakeholders, particularly activist investors, may pursue aggressive strategies to influence Apple's corporate policies or governance structure. These actions could lead to conflicts with Apple's management team and distract from the company's long-term vision and strategy.

[bookmark: _Toc161320081]Product Releases
Over the past three years, Apple has introduced several significant changes and advancements across its device line-up, including iPhones, iPads, Macs, Apple Watches, and other accessories. Here are some notable changes with Apples with supporting evidence by Carey (2024), Chan (2023), and Lendino et al (2024):

[bookmark: _Toc161320082]iPhone
As Carey (2023) mentioned there have been introductions of the iPhone 13, iPhone 14, iPhone 15, and iPhone SE (2nd generation) models, each with improved camera capabilities, performance enhancements, and design refinements. Adoption of 5G technology across the iPhone line-up, offering faster download and upload speeds. The transition from LCD to OLED displays in more iPhone models resulted in improved contrast ratios and better colour accuracy. Expansion of the iPhone line-up with the introduction of the iPhone Mini which began with the iPhone 12, offering a smaller form factor with flagship features.

[bookmark: _Toc161320083]iPad
Following on with Apple products by Chan (2023) there has been the release of the iPad Pro models with edge-to-edge Liquid Retina displays, Face ID, and support for the Apple Pencil 2nd generation. Introduction of the iPad Air (4th generation) with an all-screen design, Touch ID integrated into the top button, and support for the Magic Keyboard and Apple Pencil. Upgrades to the entry-level iPad with faster processors and support for the first-generation Apple Pencil.

[bookmark: _Toc161320084]Mac
According to Lendino et al (2024), there has been a transition from Intel processors to Apple's custom designed M1 chip in select Mac models, offering significant performance and power efficiency improvements. Introduction of redesigned MacBook Air, MacBook Pro, and Mac mini featuring the M1 chip, with enhancements in battery life and performance. Announcement of macOS Monterey with new features such as Universal Control, AirPlay to Mac, and improvements to Safari and FaceTime.
[bookmark: _Toc161320085]Apple Watch
In reference to Hristov (2022), there has been the release of the Apple Watch Series 6 and Apple Watch SE with new health and fitness features, including blood oxygen monitoring and the Family Setup feature. Introduction of the Apple Watch Series 7 with a larger and more durable display, along with faster charging capabilities.

[bookmark: _Toc161320086]Software Updates
Apple regularly provides software updates across its ecosystem of devices, including iPhones, iPads, Macs, Apple Watches, and Apple TVs. These updates typically include bug fixes, performance improvements, and new features. Here are some highlights of Apple's software updates over the past three years:

[bookmark: _Toc161320087]IOS
Following Costello (2023), there have been updates to Apple's mobile operating system, iOS, which has introduced features such as Dark Mode, improved privacy controls, redesigned widgets, App Library, App Clips, and enhancements to Siri and Messages.

[bookmark: _Toc161320088]Mac OS
In reference to Setapp (2023), macOS updates have included improvements to performance, security, and compatibility, along with new features like the introduction of macOS Big Sur, which brought a redesigned interface, Control Centre, and improvements to Safari.

[bookmark: _Toc161320089]Watch OS
According to Bower (2022), the updates to watch OS have introduced new watch faces, improved fitness tracking capabilities, sleep tracking, handwashing detection, and enhancements to apps like Messages and Maps.

[bookmark: _Toc161320090]iPad OS
As mentioned by Mingus et al (2021)the iPad OS updates have focused on improving multitasking, adding trackpad and mouse support, and introducing new features like Scribble for handwriting recognition with Apple Pencil.
[bookmark: _Toc161320091]Tv OS
Told by Febvre (2024) the updates to tv OS have brought features such as multi-user support, Picture in Picture mode, and improvements to the Apple TV app for a better streaming experience.

The 2023 iteration of tv OS didn't bring about a major overhaul, but it did introduce several enhancements. Notably, the Control Centre underwent simplification and relocated to the upper-right corner of the screen. Tabs were introduced, facilitating control over devices such as headphones, user profile switching, and monitoring HomeKit-connected cameras.

These updates demonstrate Apple's commitment to providing a seamless user experience and ensuring that its devices remain secure and up-to-date with the latest features and improvements.
[bookmark: _Toc161320092]The current strategy in operation with Apple 
Apple's current strategy revolves around several key pillars aimed at sustaining growth, expanding its ecosystem, and deepening customer loyalty:

[bookmark: _Toc161320093]Innovation and Product Differentiation
Apple continues to prioritise innovation across its product lines, introducing cutting-edge technology and differentiated features to maintain a competitive edge in the market. This includes advancements in hardware, software, and services, as well as investments in emerging technologies like augmented reality and artificial intelligence as mentioned by Podolny et al (2020). In addition to this Apple ended up expanding from around 8,000 employees and $7 billion in revenue in 1997 when Steve Jobs resumed leadership, Apple surged to employ 137,000 individuals and achieve $260 billion in revenue by 2019. Equally significant yet less recognised is the organisational structure and leadership approach that has been instrumental in the company's innovative achievements. Taking consideration of the Porter generic model, it is seen that it follows a strong path when delving deeper into the information since there’s a strong discussion of strong loyalty and narrowing down costs through leaderships, as supported by Minds Tool Content Team (2022).

[bookmark: _Toc161320094]Service Expansion
Apple is increasingly focusing on expanding its services business, offering a range of subscription-based services such as Apple Music, Apple TV+, Apple Arcade, Apple News+, Apple Fitness+, and iCloud. This strategy aims to diversify revenue streams, deepen customer engagement, and create a more predictable and recurring revenue model. Extending on this by Vattmann (2022) Apple plans to broaden its user base and promote service sales by introducing new financing models. These models allow consumers to acquire Apple products through monthly subscriptions rather than one-time purchases. The aim is to increase the number of Apple device owners, consequently enhancing the likelihood of these users purchasing Apple services in the future. When introducing the BCG model to service expansions it fits perfectly with Question Marks as supported by the CFI Team (2022) since the elaboration of Question Marks delves into how emerging products or services with high growth potential but relatively low market share, such as Apple's wearables (Apple Watch, AirPods), could be classified as question marks. In addition to this as a suggestion. Apple should carefully assess the market and competition to determine whether to invest further in these products or divest if they don't achieve significant market traction. Strategic partnerships or marketing efforts may be needed to accelerate growth and increase market share.

[bookmark: _Toc161320095]Ecosystem Integration
As stated by Dudovskiy (2019) Apple emphasises the seamless integration of its hardware, software, and services to provide a cohesive user experience across its product line-up. This includes features like Handoff, Continuity, iCloud, and cross-platform compatibility, which encourage users to stay within the Apple ecosystem and invest in multiple Apple devices.

[bookmark: _Toc161320096]Privacy and Security
Referencing from Apple Newsroom (2023) Apple places a strong emphasis on user privacy and security, positioning itself as a champion for consumer rights in an increasingly digital world. This includes features like App Tracking Transparency, Privacy Labels, and strong encryption standards across its devices and services.

[bookmark: _Toc161320097]Sustainability and Corporate Responsibility
In addition to a previous reference Apple (2023), as an organisation, Apple is committed to reducing its environmental impact and addressing social and environmental challenges. This includes efforts to transition to renewable energy, reduce carbon emissions, improve supply chain transparency, and promote diversity and inclusion within the company and its supply chain.

[bookmark: _Toc161320098]International Expansion and Market Penetration
Apple continues to focus on expanding its presence in international markets, particularly in emerging economies where smartphone adoption is growing rapidly. This includes investments in retail expansion, localisation efforts, and partnerships with local businesses and governments, as mentioned by Kindig (2023).

Overall, Apple's strategy is centred around delivering innovative products and services that enhance the lives of its customers while maintaining a strong focus on privacy, sustainability, and corporate responsibility.

[bookmark: _Toc161320099]Critical Analysis of advantages and disadvantages of Apple and its stakeholders

[bookmark: _Toc161320100]Research and Development Investments
	
[bookmark: _Toc161320101]Advantages
Innovation: Further to Podolny (2020) R&D investments serve as a catalyst for innovation within Apple, fostering the development of cutting-edge products and technologies. By continuously pushing the boundaries of technology, Apple sets itself apart from competitors and establishes itself as an industry innovator.

Competitive Edge: According to Kerrigan (2023) and through thorough evaluation of qualitative data Apple's commitment to R&D provides it with a competitive edge in the dynamic consumer electronics market. By staying ahead of the curve through ongoing research efforts, Apple maintains its position as a market leader, attracting customers with innovative offerings. 

Future Growth: As mentioned by Martins (2023) investment in R&D is instrumental in laying the groundwork for future product launches and revenue streams. By investing in emerging technologies and exploring new markets, Apple sustains long-term growth prospects and ensures its relevance in an ever-evolving industry landscape.

[bookmark: _Toc161320102]Disadvantages
High Costs: As mentioned by StudySmarter(2023) R&D investments involve significant financial outlays, with no guarantee of immediate returns. The substantial expenses incurred in research activities can impact profitability in the short term, necessitating careful cost management and resource allocation. 

Risk of Failure: According to Baxter et al (2023) despite rigorous research efforts, not all R&D projects may yield successful outcomes. The inherent uncertainty and risk associated with innovation projects can result in potential losses and resource wastage if projects fail to meet expectations or market demands.

Time-to-Market: As explained by North (2023) developing innovative products and technologies often entails extensive research, testing, and refinement processes, leading to longer lead times before products are ready for commercialisation. The prolonged time-to-market can delay revenue generation and hinder Apple's ability to capitalise on emerging market opportunities.

Apple's investments in R&D offer numerous advantages, including fostering innovation, maintaining a competitive edge, and driving future growth. However, these benefits come with inherent challenges, such as high costs, the risk of failure, and extended time-to-market. Despite these disadvantages, Apple's unwavering commitment to R&D underscores its dedication to pushing the boundaries of technology and delivering unparalleled experiences to consumers worldwide.


[bookmark: _Toc161320103]How does this impact the stakeholders?
[bookmark: _Toc161320104]Customers
Customers benefit from Apple's R&D investments through the development of innovative products and technologies that offer enhanced features, performance, and user experiences. Continuous innovation helps Apple meet evolving customer needs and preferences, fostering brand loyalty and satisfaction as mentioned by Podonly et al (2020a). However lengthy development cycles associated with R&D projects may delay the introduction of new products or features, potentially frustrating customers who anticipate timely upgrades or improvements. Additionally, unsuccessful R&D initiatives may result in product delays or cancellations, disappointing customers who were looking forward to new offerings.

[bookmark: _Toc161320105]Employees
With regards to Podonly et al (2020a) employees involved in R&D activities benefit from opportunities for professional growth, skill development, and creative expression. Apple's focus on innovation fosters a culture of curiosity, collaboration, and excellence, empowering employees to contribute to ground-breaking projects and technological advancements. In the contrary, the pressure to deliver successful R&D outcomes within tight timelines and resource constraints may create stress and workload challenges for employees. Moreover, failed R&D projects could lead to reassignments, layoffs, or shifts in organisational priorities, impacting job security and morale.

[bookmark: _Toc161320106]Communities and Society
Based on the findings of Apple Inc (2022) Apple's R&D investments contribute to technological advancement, economic growth, and job creation in communities where it operates. Moreover, innovation resulting from R&D efforts can lead to the development of solutions that address societal challenges, such as healthcare, education, and environmental sustainability. However, a negative is that environmental concerns related to Apple's R&D activities, such as resource consumption, waste generation, and carbon emissions, may raise regulatory scrutiny and public scrutiny. Additionally, the displacement of traditional industries or business models by disruptive innovations could have social and economic implications for certain communities.


	
[bookmark: _Toc161320107]Renewable Energy and Environmental Initiatives
[bookmark: _Toc161320108]Advantages
Sustainability leadership: As seen by Apple (2023) Apple's investments in renewable energy and environmental initiatives showcase the company's leadership in corporate social responsibility and sustainability. By reducing its carbon footprint and embracing renewable energy sources, Apple enhances its brand image and reputation as an environmentally responsible corporation.

Cost Savings: As explained by Apple (2023b) Transitioning to renewable energy sources offers long-term cost savings for Apple through reduced operational expenses, particularly in energy consumption. Lower energy bills, coupled with potential incentives or tax benefits for utilising renewable energy, contribute to significant cost savings over time.

Regulatory Compliance: Following Apple (2023c) proactive investment in environmental initiatives enables Apple to stay ahead of regulatory requirements and comply with increasingly stringent regulations related to carbon emissions and environmental impact. By embracing sustainability measures, Apple mitigates regulatory risks and demonstrates its commitment to environmental stewardship.

[bookmark: _Toc161320109]Disadvantages
Initial Investment Costs: Based on the findings of Apple (2023c) implementing renewable energy projects and sustainable practices requires substantial upfront investments, which can strain Apple's financial resources in the short term. The high initial costs of infrastructure development and technology adoption may impact profitability and cash flow in the near term.

Technological challenges: According to Kolkowska (2023) deploying renewable energy solutions presents technological challenges, including the intermittency of solar or wind power and limitations in energy storage capacity. Overcoming these challenges necessitates ongoing research, innovation, and investment in energy storage technologies to ensure a reliable and efficient energy supply.

Ensuring chain complexity: As mentioned by APPLE INC (2023) ensuring sustainability throughout Apple's supply chain involves navigating complex challenges related to traceability, ethical sourcing, and environmental impact assessment. Coordinating with multiple stakeholders, including suppliers and partners, to address these challenges requires robust supply chain management practices and transparency.

Apple's investments in renewable energy and environmental initiatives offer compelling advantages, including sustainability leadership, cost savings, and regulatory compliance. However, these benefits are accompanied by challenges such as initial investment costs, technological hurdles, and supply chain complexity.  In navigating these challenges, Apple demonstrates its commitment to driving positive environmental impact while balancing financial considerations and operational efficiency. By leveraging its innovative capabilities and strategic partnerships, Apple continues to lead the way in sustainability practices within the technology industry, setting an example for corporations worldwide.

[bookmark: _Toc161320110]How does this impact stakeholders?
[bookmark: _Toc161320111]Customers
Customers appreciate Apple's efforts to reduce its environmental footprint and may be more inclined to support a company with sustainable practices. Investments in renewable energy align with customer values, enhancing brand loyalty and trust as further mentioned by Apple (2023a). Although, any increase in product prices to offset initial investment costs or regulatory compliance expenses may impact customer affordability and purchasing decisions. Delays in product launches due to supply chain complexities may also inconvenience customers.

[bookmark: _Toc161320112]Employees
In accordance to Ganesh (2024) employees value working for a company that prioritises environmental sustainability, contributing to a sense of pride and purpose in their work. Apple's investments in renewable energy may create opportunities for career growth and skill development in sustainable technologies. However as also mentioned by Zhenjing et al (2022) employees may experience disruptions or uncertainties related to organisational changes necessitated by sustainability initiatives. Additionally, cost-saving measures or delays in bonuses due to initial investment expenses could affect employee morale.

[bookmark: _Toc161320113]Communities and Society 
Communities benefit from Apple's investments in renewable energy through job creation, economic development, and reduced environmental pollution. Sustainable practices contribute to a healthier environment and support local communities once again told by Apple (2023a). In the contrary Susskind (2022) states initial disruptions or construction activities associated with renewable energy projects may inconvenience local communities. Moreover, any failures in renewable energy infrastructure could have adverse environmental consequences, affecting nearby ecosystems and communities.
[bookmark: _Toc161320114]Conclusion

Apple's strategic investments in renewable energy and environmental initiatives demonstrate its commitment to corporate social responsibility and sustainability. By transitioning to renewable energy sources, reducing its carbon footprint, and promoting responsible sourcing practices, Apple is not only mitigating its environmental impact but also setting a positive example for other companies to follow. This commitment to sustainability aligns with the growing expectations of consumers and investors alike, further enhancing Apple's reputation as a responsible corporate citisen. 

 However, navigating the complexities of innovation and sustainability comes with its own set of challenges. High costs associated with research and development, initial investment expenses for renewable energy projects, and technological hurdles in implementation are just a few of the obstacles that Apple must overcome. Moreover, balancing the short-term demands of shareholders with the long-term vision of the company requires strategic foresight and careful decision-making.  

Despite these challenges, Apple remains well-positioned for continued success. Its strong financial performance, loyal customer base, and innovative product portfolio provide a solid foundation for growth and sustainability. By staying true to its core values of innovation, quality, and design, Apple is poised to shape the future of technology and make a positive impact on the world.  

In conclusion, Apple's journey over the past three years exemplifies the power of innovation, strategic investments, and corporate responsibility. By embracing these principles, Apple has not only cemented its position as a global leader in technology but also set a new standard for corporate excellence in the 21st century. As the company continues to innovate and evolve, its impact on stakeholders and society at large is sure to be profound, shaping the future of technology and leaving a legacy for generations to come.
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