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Apple-Business Presentation
Apple Inc. has been a truly iconic corporation for the past 2 decades. The Brand has not only developed and sell new products, but they have managed to build an entire platform and ecosystem for its users. 
Apple is a company that creates, produces, and markets communication devices, personal computers as well as a variety of connected software, services, network services and other third-party digital content.
Among the devices that Apple markets we can mention iPhone, iPad, Mac along with a variety of extras, service and support options as well as all the professional software applications such as iOS and Mac OS operating systems.
The company was established in 1976 by its founders Steve Jobs, Ron Wayne and Steve Wozniak when they invented the Apple computer. In 1977 Apple II computer became the first massed produced computer and helped Apple became a public traded company in 1980.
In 2007, Apple invented the first iPhone and kicked off the era of smartphones with it, managing to catch the attention of the consumers. In 2012 when Apple introduced the new iPhone 5, a thinner and more powerful version, Apple managed to capture the attention of the whole world and registered pre-orders of more than 2(two) million.
In a world dominated by technology and where everything might change in the next second, a fast-paced business environment, it is very important for Apple to stay ahead of its impressive competition, well-founded and well-funded companies such as Samsung, HP or beginners to the market like Huawei or Xiaomi.
On this report we are going to focus on the segment of mobile communication – the iPhone smartphone. We’ve chosen this product because its “by far the Apple’s flagship product and brings the largest share of revenues” (Berila, 2016). 
iPhone is part of a line of top smartphones that operate on the iOS system, part of the Apple ecosystem. They are compatible with both Mac and Windows pcs which makes them able to provide the final user with synchronization and integration across all their devices. It’s a premium product that faces a serious competitive market and still despite all this managed to strive and stay first when it comes to consumers demand and not only.





Supply and Demand or Market Equilibrium

Every year Apple launches a new version of the iPhone smartphone, constantly changing and innovating the product. In September 2021, the iPhone 13 Pro and iPhone 13 Pro Max were launched, featuring a new A14 bionic chipset, a 12-megapixel primary camera a better battery and more. 
In September 2022, they launched iPhone 14 Pro and iPhone 14 Pro Max featuring an A16 bionic chipset, a 4 times bigger camera of 48-megapixel as well as Crash detection or SOS emergency systems available without data cell or wi-fi. (Apple Press Release, 2022)
The features of this generation of iPhone’s have a high impact on the demand and market equilibrium, making it a highly demanded product.
This report will delve on the factors that influence demand, market equilibrium as well as a prediction in the demand for the produce.
Demand and Supply are the two strengths that make the market economies to work as microeconomics in today’s world is all about the balance between supply and demand or the market equilibrium. 
The “supply and demand are equated in a free market through the price mechanism.” (T. Editors of Encyclopaedia Britannica, 2022) If the consumers want to buy more of a product than what is available at a given price, they will be inclined to offer a higher price. In reverse, if they wish to buy less of a product then the producer tends to lower the price of the product.
The price mechanism determines what commodities will be produced, how they will be manufactured and how those goods will be allocated. The price system in the end is the system that offers a “simple scale by which competing demands may be weighed by every consumer or produce” and that stability between supply and demand is known as the market equilibrium (T. Editors of Encyclopaedia Britannica, 2022)
There are several market factors that we can account for when speaking of what influences the demand of consumer goods. Among these we can name the product’s price, its perceived quality, the consumers income, changes in trends and taste or the spend advertising.  A good understanding of these various factors is essential and hugely beneficial for any consumer-packaged good Industry as it offers key information to move their brand and expand their market share.




Quality and perceived quality of the iPhone
Apple has managed to build its own ecosystem all around four platforms: iOS, Mac OS, watchOS and tvOS. ’’Apple is in a unique position of strength. We have world class scales in hardware, software, and services all under one roof, which lets us innovate in ways that other companies can’t’’ (Wizard, 2016)
“Perceived brand quality is defined as the subjective judgment of consumers towards a product or brand superiority and distinction.” (Akram, et al., 2011)
In A study conducted by the Macrothink Institute the “ perceived brand quality (PBQ) and perceived brand prestige (PBP) were identified as two main factors influencing consumer purchase likelihood (CPL) of HTC and iPhone mobile phones” and determined that quality is  the mainly factor that influences the consumers decisions when it comes to acquiring an iPhone. (Moslehpou & Nguyen Thi , 2013).
The Apple’s brand image was created based on the consumers interaction with its products and meaning that Apple has managed to satisfy its consumers and to deliver an experience that transformed them into loyal clients.

Availability of Substitutes 
iPhone does have a number of close substitutes but seeing them as substitutes or not depends on the type of consumer. For instance, a first type consumer, an elderly person will not notice the very important differences between a Samsung 22 and an iPhone 14Pro max. The scope of using it for most basic functions will be met with either one of the products and most likely the chosen product will be Samsung, due to the price. 
Among the available list of substitutes, we can name:
1. Samsung 22-Android system
2. iPads-iOS system
3. Asus Zenfone 9-Android System
4. Sony Xperia 1 IV-Android System
5. Google Pixel 7 Series- Android System
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(Counterpoint Research, 2022)
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However   even if the graphics show us that Apple and Samsungs smartphone depend on the price, that is not the only factors that comes into consideration when advanced users decide on a smartphone. 
For most of the consumers, a smartphone is heavily used during the day and for some, a phone has come to replace a table or laptop. This means that me price demand is mostly inelastic as we will not search for the cheapest phone but for the one that offers us the best performances and functions. We can consider this to be good news for Apple, as their smartphones are even 30% more expensive than the price of available substitutes.






In the diagram below we can see Android and Apple phone as substitutes:
[image: ]



Complement products

A complementary good is a product or service that is used in conjunction with another product or service and such a good has little to no value to its complementary good. When the demand for a product will decrease, the demand for it’s complementary product will also decrease. Apple’s iPhone has strong complementary goods like Apple’s watch, iOS apps, Air pods and other hardware.

Apple was quick to offer complementary services for the iPhone and has created an well build ecosystem for its products and services. According to the reports presented by Apple, the move seems like a well though one as they reported revenues of more than $14bn, up from $5.03bn in 2016. (Curry , 2022)
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Apple’s AirPods have become a major complementary product for the iPhone, with sales of more than 100 million in 2020.
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Another important complementary good is the Apple watch launched in 2015 that has shortly gained more than 50% market share in 2021. According to statistics, 35% of the people who use an iPhone have an Apple Watch as well. (Ruby , 2022) 
[image: Table

Description automatically generated]
The high quality of the products, the improved experience they offer to the consumer have only managed to improve the overall experience the consumer has in relation to the iPhone and make it an even more sought after and desirable product.

Consumer Income
Apple targets specific markets when designing its products:
Educational Market: for the past 25 years Apple focused its attention delivering tools to help students learn and educators teach.
Creative Professional Market-it’s one of Apple’s largest markets for both software and hardware products.
Since they founded the company, Apple have been market makers and they employed a differentiation strategy. The fact that they were the first to the market was of huge help since consumers had limited knowledge.
They are selling a premium product and their focus is on customers and offering an unmatched customer service. Instead of focusing more on attracting new customers they are highly focused on retaining the existing customers and making sure they upgrade to the newest version of their products. On example on this area is the intensive support Apple gives to customers through their websites on using the p[products as well as the marketing strategy that always presents how the newer version is better and more capable than the older one.
Consumer taste and preferences, trends 
Apple had made a terrific job with their marketing strategy transforming the iPhone into one of the most desirable experiences to own their smartphone. Some believe it is a social experience and seeing queues whenever they just launched new products give the people the feeling of a scarce resource. These are marketing strategies that consumers respond to, most of all the Z and Y generations. According to Kelly Goldsmith, associate professor of marketing at Vanderbilt University in the Owen Graduate School of Management, “Apple has done an excellent job of leveraging the social experience around waiting for the iPhone, and anticipating the iPhone and discussing the iPhone” (Stieg, 2020)
Consumers are always attracted to what’s new to improvements in quality and capabilities. Each year, iPhone came up with a new function from selfie camera, to touch ID fingerprint to face ID login or functions like Crash Detection and SOS automated emergency calling trough satellite.  Apple’s iPhone has managed to became part of your identity, a product that can boost self-esteem and has managed to empower its user.
The fact that it manages to stay ahead of its competitors in terms of innovation in term of quality product and the overall enhanced experience it provides its user has managed to not just keep iPhone in the trends, but they transformed it into a trend.
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Consumer expectations of price and future product
A great impact on demand is given by the customer expectation and this happens even when the market is changing and evolving whiten time. Apple must tap into what their customers expect, observe what their competitors are offering and make better offers to their consumers.
Apple has a history of breaking the barrier prices, but its consumers were surprised to see lower prices when iPhone 14 was launched in 2022. A study was done on 10,250 representative consumers on US their willingness to pay, as well as their consideration set. The study revealed that there is room to increase the prices even further than the $700-$1500 range that Apple now charges. (Zarb & Weinrauch, 2019)


	Willingness to pay for iPhone smartphone

	90th percentile
	85th percentile
	75th percentile

	All
	$2,000
	$1,800
	$1,300

	All iPhones-24month financing
	$2,400
	$2,160
	$1,800

	All iPhones: One-time payment
	$1,300
	$1,250
	$1,200




Taking this into consideration we can expect the demand for the iPhone smartphones to increase as it has in the years after the study was conducted as the price is still lower than what the consumers as willing to pay.
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Demographic

According to the data provided by statistics analysts, so far, the number of Consumers for iPhone has increased greatly. Following this trend and the other factors influencing the demand we should expect an increase in the iPhone demand. However, we need to take into consideration the fact that due to several political and economical factors the cost of living started to get higher in 2022.   Buyers might be expected to be more reluctant when buying new products and technologies and prolong the life of existing iPhones.
	Year           
	     No. of iPhone users

	2010
	60
	Million

	2011
	115
	Million

	2012
	206
	Million

	2013
	329
	Million

	2014
	442
	Million

	2015
	569
	Million

	2016
	710
	Million

	2017
	814
	Million

	2018
	889
	Million

	2019
	948
	Million

	2020
	1
	Billion

	2021
	1.23
	Billion



Below is a table showing the iPhone’s Market share in Different regions of the word as of June 2022
[image: ]
According to statistics, 51% of iPhone users are females while 49% of iPhone users are males and Apple’s smartphone is most popular in the 16–34-year age group. (Ruby , 2022)







Price Elasticity of Demand
The demand curve for iPhone smartphones shows inelasticity since Apple provides its consumers with reasons to appreciate their product.
[image: Chart
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 Price Elasticity of Demand for iPhone
 ’’An implication for this is that the pricing power of the product is due to the company and not with the consumers” (Xudong , 2017). 
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[bookmark: _Toc124185831]Fig.2. iPhone quarterly revenue 2008 to 2022 ($bn)


Apple has had impressive revenues for the past 3 years and more than 50% is that is due to iPhone. Demand for a normal product will simply decline when the price rises, but when we talk about a well-established brand that has a powerful status both in the corporation and the social world, demand changes are hardly noticeable when prices are increased.

When asked the question is the iPhone smartphone demand susceptible to price changes, I would say no since the demand for their devices is exceptionably strong which makes the price more inelastic than elastic.  Apple’s devices and software are appreciated by their loyal consumers and considered to be the best tech available. The powerful status the brand has managed to obtain throughout the years is one of the motives their customers will barely flinch when the rates are increased.





Price Elasticity of Demand is used as a measure in economics to show just how responsive or elastic the quantity demanded of a product is to a change in its price. Demand for a specific good or service can be either elastic or inelastic. If the demand tends to be more elastic than we can conclude that consumers have a set range in terms of price for that good and that if the price of the good rises, we will see a decrease in demand.
An opposite situation is when the product has an inelastic demand, meaning that the producer of that good can rise the prices without affecting the demand for that product. It has been determined in iPhone studies that the iPhone smartphone have an inelastic demand. According to Wayne Lam, an analyst at HIS Market, "Apple has been intentionally testing the price elasticity of its products in the past few years, and what it found is customers have an appetite for more expensive iPhones," (Kelly, 2018). 
Customers are paying for the value of the phone as well, its brand carrying a heavy weight in the decision to acquire an iPhone and Apple has embraced its position in the industry as a supplier of a more luxurious product.
A very important factor that Apple needs to consider when marketing its new iPhone at every launch is the taste and preferences of the consumer that plays a huge part on the demand level of the product.
The consumers demand of more luxurious options with even more advanced functions have pushed Apple to even higher technological levels creating new interfaces, new features and new sizes. Apple needs to stay tuned with the customers desires in order to surpass its competitors and maintain or even enlarge its market share.

Another important factor to consider is the numbers of buyers in the market because it is directly related to the demand for the product. For the last years the number of people using cell phones has increased drastically and Apples figures confirm that. (Curry , 2022)
[image: ]
Furthermore, the younger generations will continue to drive demand for larger screens and more expensive models. 
A study from 2019 shows clearly that the younger generations prefer the Pro Max version of the iPhone due to its better functions and larger size. (Zarb & Weinrauch, 2019)

The availability of substitutes influences the demand to a great extent. One of the main reasons for changes in the price of certain goods is given by availability of other alternatives. The bigger the number of available substitutes the greater the elasticity for that product or service is.
 But Apple has managed to dominate a market where its brand is seen as a more luxurious one and is focused on a specific category of consumers, transforming them into loyal users. Considering the market type that Apple is focused on, we can say that iPhone doesn’t really have perfect substitutes, and this contributes to the price elasticity of demand making it more inelastic.
The market structure is also a factor when it comes to the price elasticity because Apple is in an industry that resembles the oligopoly market structure. This is due to the fact that there are a small number of associated firms present within the market. There are barriers to entry in an oligopoly industry (Hubbard & O'Brien, 2014) 






















Demand and Market Equilibrium: Predict
Considering the economic and social times the year 2022 has brough if the mobile technology market is going to stale then Apple needs to look into being more competitive when it comes to its prices and getting in on the price battle that occurs on the Android Market. 
A way this could happen is by dropping their prices when and if demand is going to drop. This is already a strategy adopted by Apple when a new iPhone is released the older version of the smartphone experiences a drop in price. Taking this into consideration, the market equilibrium for iPhones can be seen in the graphic below.
[image: ]
In order for this to be achieved the supplied quantity has to drop from Q1 to Q2 so that it can match the decrease in demand from D1 to D2.  Since the demand drops, as a result we will see lower prices for the iPhones.
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AirPod annual sales 2017 to 2021 (mm)

Year Sales (mm)
2017 15

2018 35

2019 60

2020 114

2021 85
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Apple Watch annual sales 2015 to 2021 (mm)

Year Sales (mm)
2015 8.3

2016 11.9

2017 12.8

2018 225

2019 30.7

2020 43.1

2021 46.1
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CHENGDU, CHINA - NOVEMBER 17: Customers line up to enter an Apple flagship store on November
17, 2020 in Chengdu, Sichuan Province of China. (Photo by Xie Li/VCG via Getty Images) VCG | Visual
China Group | Getty Images
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2019 iphone model preference by age
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Total number of active iPhone units 2008 to 2021 (mm)

Year Units (mm)
2008 10
2009 25
2010 60
2011 115
2012 206
2013 329
2014 442
2015 569
2016 710
2017 814
2018 888
2019 948

2020 1042
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Top 10 Models’ Share of the Global Smartphone Market, April 2022
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