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1. EXECUTIVE SUMMARY
Apple Inc. is a global technology company whose headquarters are in Cupertino, California, United States of America. It is the world’s largest technology company by revenue and the second largest mobile phone manufacturer in the world.
Apple was founded as Apple Computer Company on April 1, 1976, by Steve Jobs, Steve Wozniak, and Ronald Wayne. It was incorporated as Apple Computer, Inc. in 1977. 
When it was set up, it sold Apple computers. Over time it diversified its products to include mobile telephone (iPhone), tablet devices (iPad) and MacBook computers along with iPods and wearable technology. It also provides services such as music, films and mobile applications through its online stores and iTunes. Apple is a global technology company providing mobile products, telephone and complementary products and services to the general public. The company bases the business on geographic segments which consist of the Americas (North & South), Europe (which includes India, the Middle East and Africa), Greater China, Japan and Rest of Asia Pacific (includes Australia and remaining Asian countries)

It conducted a PESTEL analysis of the company. The analysis was of the macro-environment consisting of Political, Economic, Social, Technological, Ecological and legal factors. The analysis was detailed and gave an overview of the environment.

The Porter 5 Forces were then used to identify the forces on the micro-environment to ascertain its competitive advantage in market. The strongest forces were the threat of new entry, and the weakest were identified as the threat of substitutes and extent of competitive rivalry.

A SWOT analysis was conducted to ascertain the Strengths, Weaknesses, Opportunities and Threats. The analysis allowed the assessment of the company to see what changes could be made.

Apple has built an established global brand with an almost unmatched reputation for premium products and services that are sold worldwide. It is the world’s most valuable company It has established a large share of the mobile market in the UK despite there being lot of competition by Samsung, Google and other rival competitors. Apple’s business model has been successful by producing its premium quality products but manufactured in low-cost locations like China. 

Apple relies heavily upon a global supply chain based mainly in one primary location. In order for Apple to maintain its global position and to ensure that it can avoid any supply chain problems it should consider changing its supply strategy.  The recommendation is to consider diversifying the supply chain by seeking alternative locations or suppliers (other than Foxconn) to manufacture the products. 
Another possible recommendation would be to see if it is possible to increase revenue from its other products so that the percentage of revenue is less reliant on just iPhones. This would enable the company to diversify its risk in case there was a drop in demand for iPhones and any economic downturn. 

2. INTRODUCTION

Apple Inc. is a global technology company whose headquarters are in Cupertino, California, United States of America. It is the world’s largest technology company by revenue and the second largest mobile phone manufacturer in the world.
Apple was founded as Apple Computer Company on April 1, 1976, by Steve Jobs, Steve Wozniak, and Ronald Wayne. It was incorporated as Apple Computer, Inc. in 1977. It is a publicly traded company on the New York stock exchange NASDAQ:AAPL Index (USA)
When it was set up, it sold Apple computers. Over time it diversified its products to include mobile telephone (iPhone), tablet devices (iPad) and MacBook computers along with iPods and wearable technology. It also provides services such as music, films and mobile applications through its online stores and iTunes. The Organisation also produces its own operating system for Mac computers, iPhones and iPads which is known as IOS. This software runs its mobile devices and creates an ecosystem to link all Apple devices. The ecosystem is designed for user experience and is closed to non-apple products. 

Apple is a global technology company providing mobile products, telephone and complementary products and services to the general public. The company bases the business on geographic segments which consist of the Americas (North & South), Europe (which includes India, the Middle East and Africa), Greater China, Japan and Rest of Asia Pacific (includes Australia and remaining Asian countries)

For the year ending September 2022, the company’s worldwide revenue was $394.32 Billion of which $169.65 Billion was from USA sales and $95.12 Billion from sales in Europe (including UK). The net worldwide profits were $99.99 Billion in 2022. In June 2023 Apple Inc as a company was valued at over $3 Trillion. Its shares are currently trading at $197.96 per share. (Source. Apple)
Apple is widely regarded a premium provider of quality mobile devices, computers and electronic products. It has a strong brand name with a loyal customer base worldwide.
This report will consider the challenges in Global Business for Apple Inc
3. ANALYSIS OF THE MACRO-ENVIRONMENT 
A useful tool is a PESTEL Analysis of the macro-environment of an organisation which can provide a wide overview of the factors affecting an organisation. A PESTEL analysis is focused on six environmental factors: political, economic, social, technological, ecological and legal. 

We will review each element of the PESTEL analysis for Apple.

3.1 Political 

The political element is concerned with the role of the state and other political factors in the macro-environment. The two key steps are evaluating the impact of political factors and carrying out a political risk analysis. For the organisation, it is useful to identify the effect of the role of the state. In the macro environment, political risk refers to the risks associated with whole countries. In Western European countries there is usually a low political risk, as changes of government following elections do not change or affect the political environment affecting the organisation. This can be seen in the United Kingdom and in other European countries where Apple has successfully operated with minimal disruption. This can be contrasted to some Middle Eastern countries which have high political risk, due to sudden and radical government changes. For example, Apple does not officially operate in Iran as the government is subject to sanctions by the United States and there would be too much risk politically to commence operations in Iran.
Apple’s business model relies heavily on manufacturing in China, and it benefits from the lower costs. Over 95% of iPhones, iPads, Macs and Air Pods are made in China. This could potentially cause problems in the supply chain if manufacturing is disrupted due to state intervention or if manufacturing costs are increased to an unacceptable level. Further there have been rises in tensions between the USA and China and attempts to restrict Chinese imports in order to increase American manufacturing. In addition, there are reports that China had banned government employees from using iPhones at work (source. Wall Street Journal) 
Apple is heavily dependent on China and if there is any social or political unrest in China then this could disrupt manufacturing. If it is necessary to seek alternative countries for manufacturing, then this will affect Apple as the cost of manufacturing could increase disproportionately and lead to increased prices for Apple products. Apple’s dependence on China and its manufacturing makes it vulnerable to political unrest in that country. 
This is exacerbated by the fact that one of its largest suppliers Foxconn, who has the world’s largest iPhone manufacturing plant, operates in China and has recently pulled out of a deal to open a manufacturing plant in India (source. BBC News). Foxconn was also the subject of a scandal where there were allegations that the employees were subjected to slave labour. 
3.2 Economic 

These are the macro-economic factors in any country that affect the organisation. For example, currency exchange rates, interest rates and fluctuating economic growth rates around the world. 

Firstly, the company should look at the Gross National Income of any country. In developed countries this is usually at a higher level than developing countries. Then the distribution of income should be looked at to see if there is it is even throughout or if a high proportion of income was by the wealthy. If the national income is high the demand for consumption of goods would rise and the demand for luxury goods would rise. 

As Apple products are at the premium end of the market this would be a good indicator to assess demand for products. Conversely, if people’s incomes are low then they would be buying inferior goods, and demand for luxury products would decrease. Generally, Apples pricing strategy has not affected consumer demand. It was the first company to release a $1000 phone (iPhone X) in 2017 and this did not result a significant drop in demand for the products. Therefore, the pricing of Apple products can be said to be inelastic. i.e. A price increase does not result in a drop in demand for products. 

What is more likely to affect demand would be an economic downtown where interest rates and inflation changes lead to less people willing to buy premium products. In such a situation, it would be likely that consumers turn to substitute products that have similar features at lower prices. There are several competitors that can supply those products, such as Samsung, or Google. 

The organisation needs to understand how its markets are affected by the prosperity of the economy of the country as a whole. Economic growth rates can be a positive factor, but these can rise or fall. key economic indicators should be monitored to avoid any unexpected economic shocks. For example, if the economy is growing then more people will be able to afford to buy premium products this should lead to increased demand for Apple devices. However, this could also have adverse effect economic growth can lead to higher inflation which could increase production costs. A key driver of economic growth is consumer spending. If consumer spending slows down, then this could impact sales as sales will also slow down. 

What is also likely to affect sales would be a high employment rate as the more people there are with employment the more people there will be to buy Apple products.

The organisation would have to consider how changing exchange rates may affect its revenue and profitability as the products are sold in multiple currencies. If the value of the US dollar fell against the British pound, then it would be more expensive for customers to buy the same products. Apple generally prices its products in line with the USA prices. In some countries, especially in poorer countries like India, this could mean that the prices are too high for some people, and they would turn to cheaper alternatives (Samsung is known for producing substitute products at cheaper prices than Apple). This is likely to affect the demand for Apple products.

Developed countries such as the United Kingdom and Europe can create opportunities for business expansion. It manufactures premium products that are priced high and targeted at high end markets which would be best suited for the western markets. However, its premium pricing strategy means that Apple struggles to penetrate the Asian markets where Samsung and Huawei are able to market their products more effectively. Although there are higher growth rates in the Asian market which could be opportunities for Apple to increase market share and revenue. 

3.3 Social 

The social elements of a country have at least two impacts upon organisations. First, they can affect the demand and supply for the organisation. Second, they can shape the innovation, power and effectiveness. 

The key aspects of the social environment that can shape demand and supply are: 

● Demographics - the ages of the population in the country

● Distribution. Changes in wealth distribution and concentration of wealth 
 
● Geography. Industries or markets concentrated in particular locations. 

● Culture. Changing cultural attitudes can also raise strategic challenges.

In the technology market, there is an increasing demand for mobile devices such as smartphones and tablets. It can be argued that people have an increased dependence upon such devices due to increasing social media use and general trends. This is an opportunity to sell more products.

In western countries such as the UK, Europe and the USA, Apple is generally well regarded as a premium brand. This image may be affected if tensions between the USA and China increase, however it does not seem that this has significantly affected revenue or growth.
As mobile usage is increasing in the developing world, there are also opportunities in India and China where urbanisation trends are favourable for Apple.
3.4 Technological 

An analysis of the technological factors affecting the organisation are important to identify potential areas of innovation, opportunity and the indicators of the country’s technological environment. Further, it is important to ascertain what is the extent of a country’s use of scientific knowledge, scientific education, training and government funding for research and development. 
Apple's is usually at the forefront with technological innovation and the release of new products. It invests heavily in research and development to stay ahead in technology. There are several other companies who are the main competitors that are able to offer advanced technology at lower prices than Apple.  In the computer market, Lenovo maintained its position ahead of Apple because the competition is able to provide advanced products at lower prices. 
The consumer mobile market (and technology market) is very mature in the UK & Europe and a constant release of new products can saturate the market. In the last 5 years Apple has concentrated upon incremental upgrades to iPhone, iPads and MacBook’s whilst competitors like Samsung have consistently released newer products with enhanced features. It has not been difficult for its competitors to produce similar or identical products. For example, in 2022 Samsung released the S22 Ultra as a premium phone to compete directly with the iPhone Pro Max series. In fact, several of competitors appear to be better at releasing innovative products and Apple plays “catch up”. It could be argued that the last groundbreaking product for the company was the introduction of the iPhone in 2007. Since then, the company has enhanced the same product each year with new features rather than producing a completely new product. There are many substitute products in the market that compete directly with Apple products and offer premium features.
3.5 Ecological 

Ecological refers to environmental issues such as pollution, waste and climate change. There may be regulations that can impose additional costs, for example pollution controls. It may also be an opportunity, for example there may be government incentives to go green for climate change.

IN 2020, Apple announced its first-ever carbon neutral products. Since then, there have been reductions in product emissions of over 75% percent for each Apple Watch. By 2030 its goal is to make every product carbon neutral along with the entire global supply chain.
Apple has also ended the use of leather across all of its product lines, announced its first entirely fibre-based packaging for the new Apple Watch lineup, and continued to expand the use of recycled materials in iPhone. (Source- Apple)


3.6 Legal 

Legal issues are important in the global environment of organisations and refer to the laws and rules in a country or to a particular type of activity or sector. This could include formal legal requirements and other informal guidance (e.g. Industry codes of practice). If a country requires lengthy applications for licences and permissions, then these would be hurdles can be costly and deter the company. 

Apple has been the subject of many legal issues. There have been several high profiles lawsuits regarding breach of intellectual property laws in the USA against competitors such as Samsung. In addition, the company faces legal challenges related to its practices in Australia, the European Union, and the United States, and regarding its policies on third-party repair services.

In 2023, Apple was forced to adhere to European laws to ensure that the charging ports on iPhone were changed to USB-C from its proprietary lightning chargers. The aim of Europe was to ensure uniform charging on all devices. As a result, the iPhone 15 range was released with USB-C charging ports. 
4. ANALYSIS OF THE COMPETITIVE ENVIRONMENT – PORTERS FIVE FORCES

In addition to the PESTEL analysis and assessment of markets, there is also another analysis which focuses on the competitive environment in any given market or country. This analysis would be undertaken by Porter’s Five Forces Model (Michael Porter 1981). 

Michael Porter states that five basic forces that can act on the organisation:
 
1. the bargaining power of suppliers; 
2. the bargaining power of buyers; 
3. the threat of potential new entrants;
4. the threat of substitutes; 
5. the extent of competitive rivalry. 
[bookmark: _Hlk121828484]4.1 Supplier Power - The bargaining power of suppliers
Apple, like any other organisation has suppliers of raw materials which are used to produce its final products which consist of iPhone, MacBook computers and iPad tablets. 
Porter suggested that suppliers are more powerful if there are only a few suppliers, however for Apple there are numerous suppliers that it can source from and there is a global supply chain. This would appear to be a weak force as Apple is a very strong company compared to its suppliers. The influence of suppliers is weak, as there are plenty of suppliers to choose from. In fact, there are even competing rivalries amongst the suppliers, and they would not want to lose the ability to do business with Apple. Such power dynamic would make any supplier susceptible to Apples demands, especially for pricing and supply. In some supplies, Apple has turned to vertical integration and is less reliant upon third party suppliers. For example, it now produces its own M1 chip to power its devices.  Therefore, suppliers in general do not have any strong bargaining power.
4.2 Threat of substitutes
In the UK, Apple dominates the smartphone market with its mobile telephones In September 2023 over 50% of mobile phones sold were iPhone. The nearest competitor is Samsung who had a market share of 30%. (source: Uswitch.com). There are also other providers with similar products and services such as Sony, Google, Huawei. 
In the UK, there is plenty of choice of substitutes. However, Apple has a large market of loyal customers which loyal to the ecosystem which is extremely user friendly. The customer is usually “locked in” to the ecosystem and it is far easier and cheaper for a customer to continue using Apple products which work well together. (For example. iPhone, iPad and MacBook work extremely well together). Most customers would rather not have to change to a different systems like Android. Overall, this is a weak force as most customers prefer not to substitute the products despite there being cheaper products from Samsung or Google.
4.3 The bargaining power of buyers
Porter used the term buyers to describe what might also be called the customers of the organisation who consume the products and services provided. Apple has a strong brand with a loyal customer base. This provides leverage to the organisation against buyers.
The customer base consists mainly of individual consumers who’s bargaining power as individuals is low. However, as a collective, there have been buyers who have previously been able to exert bargaining power over the organisation. In 2020, Apple had to face court action due to allegations that it was slowing down its iPhone devices through software updates. These allegations were challenged on the basis that they were doing this to increase battery life. Ultimately, the organisation was forced to settle and pay damages. This did not result in a major loss of customers and the market share was relatively unaffected. It did result in the organisation having to change its operating software to allow customers to put a stop to this limit on the phones performance. Apple is able to invest heavily in research and development to counteract this force to enable new product lines which bring in new customers and retain old customers.
4.4 Threat of new entry- Potential New Entrants
Porter argued that there were seven major sources of barriers to entry: Economies of scale, Product differentiation, Capital requirements, Switching costs, Access to distribution channels, Cost disadvantages, Government policy.

Apple is a technology company that leads the world in innovation and premium products. It is the most valuable company in the world with huge cash reserves. It has an established supply chain with huge factories that supplies its products with large economies of scale. It would be extremely difficult for a new entrant to match Apple’s economies of scale. For a new entrant to adequately compete with Apple, the biggest consideration would be the extremely high set up cost for manufacturing and research and development needed. This is likely to be in the billions of pounds, along with the cost of building a supply chain, sales network and marketing. This force is likely to be weak in the technology market since the industry has established companies and is dominated by two major organisations, Samsung and Apple. (in the mobile market). It would not be easy for a new entrant to compete with Apples global brand and customer loyalty.
4.5 Extent of Competitive rivalry:
Competitive rivalry is a separate force, but it can be considered as the sum of the other four forces. It is highly likely that Apple will be in competition with the other major technology companies. In the UK, the main direct competitors are companies like Samsung, Sony, HP, Google and Microsoft. All these companies sell products that compete directly with apple phones or computers. Therefore, Apple faces high rivalry from competitors that compete directly with them and who are able to provide products for a lower price. (Samsung pricing strategy is to offer similar products at lower prices than Apple for its mid-range products. For high end products, it offers free products alongside the purchase. For example, the Galaxy 23 Ultra was launched in 2023 and was offered with free Galaxy buds (worth over £200). It is also possible that these rivals could develop an ecosystem to integrate their products and to threaten Apple’s own ecosystem. It is not relatively expensive for a consumer to switch from Apple’s IOS system to Google Android operating. (Android even allows for easy switchover from IOS to Android using a transfer app)
Apple needs to be aware of this force as it is quite strong. The organisation has taken steps to mitigate this threat by taking more control of its manufacturing side and to ensure that there is little reliance on competing global technology companies to manufacture Apple devices. In Googles case, they rely upon Apple, and pay billions of dollars each year to Apple to make their search engine the default on Apple devices. Overall, the organisation seems to be able to protect its position in the market.
[bookmark: _Hlk144126852]5. SWOT Analysis – Apple
A SWOT analysis is an analysis of an organisation’s strengths, weaknesses, opportunities and threats and widely used to evaluate strategies and options.

5.1 Strengths 
Strengths are factors that make an organisation more competitive with a focus on advantages resources or capabilities.
Apple’s strengths are:
a) The company is the world’s most valuable and most recognisable brand, and worth over $3 trillion. It has the strongest brand and reputation form the global technology companies and has large cash flow/reserves.

b)  It is known for releasing innovative products that are premium quality, well designed, and user friendly.


c) Apple has an ecosystem with online stores and that are not easy to match by competitors. (The closest competitor is Android)

d) Apple has a loyal customer base, with increased customer retention and customers tend to stick with its products long term. 
5.2 Weaknesses
Weaknesses are limitations and faults which may prevent the organisation from achieving its strategic objectives.
Apples weaknesses are:
a) A large proportion of the company’s revenue is from one product, the iPhone which accounts for over 50% of the company’s total revenue. The company is too reliant upon a single product for revenue.

b) The company hasn’t introduced any innovative products since the iPad or iPhone. This leads to a lack of differentiation of its products.

 
c) Apple's manufacturing and assembly processes take place in China. The company relies heavily on a few manufacturers, such as Foxconn, to produce a very large proportion of its products. 

5.3 Opportunities
Opportunities include any favourable situation in the organisation’s environment that it can utilise to enhance its position in relation to the market.

Possible opportunities are:
a) It could take advantage of its strong brand and global reach to enter new or emerging markets. It has previously had success in entering the markets in China, India and Russia

b) To increase focus on its own streaming service (Apple TV) to compete with other streaming services. There is an increased demand by consumers for on demand content.

c) To capitalise on Artificial intelligence (AI). There is an increased demand for this, and Apple could focus on creating its own AI platform, by enhancing its existing Siri software.
5.4 Threats
Threats include any unfavourable situation in an organisation’s environment that could negatively affect it.
Apples threats are:
a) [bookmark: _Hlk153533078]Decreasing differentiation of products - companies like Samsung can compete directly and offer the same products and features for lower prices. Apple can no longer release iPhones with incremental improvements, or it could lose market share.

b) Currency exchange rates- Apple currently receives a large share of its profits in foreign currencies which would need to be converted into US dollars. A strong dollar would result in a loss of revenue.

c) Software- Apple’s IOS software is a differentiator against Google’s Android system. Android dominates with a 87% share of the market. If Android can deliver the same quality and user experience, then Apple will lose market share.
6. CHALLENGES FOR GLOBALISATION

Apple has a complex global supply chain for its products. The company needs to consider how to minimize risk in its supply chain. During the Covid-19 pandemic there were disruptions in the supply chain which caused a delay or loss in supply of necessary components or products. There were closures of factories, facilities and delays at ports which caused problems for delivery of products, supplies and other contractual obligations.

In Apples case its products and revenue are affected by production supply chains. Each stage of the chain has value to the company. Through these supply chains, goods and services are provided from multiple suppliers and locations. A significant proportion of supply chains are from developing countries. 
Initially there were benefits of supply chains in developing counties. However, the risks were not sufficiently appreciated. Further if there is a complex supply chain in multiple supply chains then the risks are multiplied if key stages are reliant upon a particular supplier. I.e. If a key supplier were to fail this could cause a ripple effect to the whole supply chain in several directions. For example, during the covid-19 Pandemic there was a worldwide halt to shipping and manufacturing. This was eventually resolved but there was a downturn and a dramatic fall in trade.

In addition, in reconsidering the global supply chain, the company should also consider climate change and the effect on carbon emissions to work towards its net Zero target.

7. CONCLUSION

Apple has built an established global brand with an almost unmatched reputation for premium products and services that are sold worldwide. It is the world’s most valuable company There have been consist growth with annual revenues (with a minimal drop during the 2020 Covid-19 pandemic). It has established a large share of the mobile market in the UK despite there being lot of competition by Samsung, Google and other rival competitors.

Apple’s business model has been successful by producing its premium quality products but manufactured in low-cost locations like China. It has ensured that the supply chain is designed to service global markets. However, a large proportion of global revenue is derived from one major product, the iPhone and this is produced mainly in China. Therefore, there is a heavy reliance on one product and one manufacturing location. During the covid-19 pandemic there were supply chain problems affecting Apple, however it was able to meet global demand and supply especially for its iPhone. (the launch of the 2020 iPhone was delayed by 1 month and Apple was able to meet the demand) 

It has acquired a global reputation for its main product, the iPhone, which is sold at premium prices, but the company has had problems with the working conditions in the factories in China where the phones are made. 

Overall, Apple has been able to ensure its core values by adopting a standardisation strategy across all regions and languages. It has maintained consistent pricing whilst being able to meet global supply and demand.

8. RECOMMENDATIONS
Apple relies heavily upon a global supply chain based mainly in one primary location. In order for Apple to maintain its global position and to ensure that it can avoid any supply chain problems it should consider changing its supply strategy.  
The recommendation is to consider diversifying the supply chain by seeking alternative locations or suppliers (other than Foxconn) to manufacture the products. A possibility could be to invest in a manufacturing factory in India or another similar country where labour costs are significantly lower than in the USA. The other option could be to set up multiple locations which could supply Europe and the surrounding regions with products. The advantage would be that the company would not be relying upon a sole factory location or supplier. 
Another possible recommendation would be to see if it is possible to increase revenue from its other products so that the percentage of revenue is less reliant on just iPhones. This would enable the company to diversify its risk in case there was a drop in demand for iPhones and any economic downturn. 
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