[image: A close up of a document

AI-generated content may be incorrect.]
[image: A white text on a white background

AI-generated content may be incorrect.]
[image: A close-up of a text

AI-generated content may be incorrect.]
image1.png
CASE STUDY
Apple’s iPhones—Not “Made in America™

Apple has become e of he e, mast dired st i compnies on carh.
ot g an saveenting mastery of gobal operations

Ther are sk and reands ol i globalcconomy. The lobalizaion of umancapal resuls
i 4 range of winers and osrs around the word: companis and thei stobolders,consumers,
contracce, s up s down thesupply chain,cmployed peopl,ac unemployed pople, s well
s e copomics. In Febaary 2011, President Obama asked Apple’s Steve Jobs (ow deceasd)
‘why Appl could ot brin bk sl th jobs t e o provide i the Uit S The jobs relsed
10 most hihech products made by companies such s Dell, HP,and Appl have now migrted
overscas ncuding those for Appl’s 700 il Phones (a of March 2015)as el as mllions
of Pads and now Apple Watche. Time bk down i prce f S50 for Apple' Phonc,for
example. and esimatd that 561 woeh f value comes fom Japa, with s Highend echnology
manciuring: 3 o vlu s added from Germany: 523 from S Koves: S from Chincse s
scmbly ines: 48 from unspcifid sources; and 11 fom he United Saes. Thoseinputs sl 179
o pars and asembly bevad,eaving Apie. the ivenor i the United Stas  proft of $321.1
For the st qarce of 2012, Appl made S13 bilin in prfi.

‘Allough Apple direcly craploys an esimated 43000 in the United Sats and 20,000
overscas an additional T0D000 people engincer, build, and asscmble iPads, iPhoncs, and
Apple’ the products in Asi and Europe. Sopisicaicd componcnt pats outsourced n vious
countriesare ssembledin China. Soeof thos ae contete 1o te Tawanese-headguarcred
company Foxconn's Longhua facory camps i Shenshen, for example, where more than
300,000 employees v in dorms, cat on sic. and churn out Phoncs, Sony PlayStaions, and
Dell compucrs. Foxcomn Techndlogy, wih 1.2 millon cmployces in plats throughou the
country.is China’ agestexporcr and assmis an estimated 40 prcent of the world's con-
Sumer leczoncs, inclding fo cusomers such as Amazon, Dell, HewletPackard, Ninendo,
‘Nokia, and Samsung. No othe acorcs i the workd hav the manufacuring sal of Foxconn.

“The answer 1o President Obama' question is ot 35 simple 4 e iy o acquire cheaper
labor ovescas: Aple’s excutives and those t odher high-ech fims clim that "Made i the
USA™ i not 8 competive strategy for them because Amrica docs o compare farably
Wil the industial s, hard wok, and Texibilt that can b found in companis such a5
Fonconn. Questionsabout what corpeate Amica e to Ameicans e met wilh the cxample
of thousandsof Chinee workersbeing roused i thenight 0 sccommodate 3 redsigned iPhoae
Scrcn and, within  fw days, being bl 0 poduce 10.00) iPhoncs 3 day—a et nt posible
in US. fctories. Albough the costoflbor i  smallperceatage of sn iPhon’scos the major
advaage and costsaving i China s in the management of supply chains and rapid aceess (0
component pars and manufcturing suppics from various factores i close proximty.Tn addi.
on, Apple muintsis tht th arge numbes of cngincers and othr skild workers who couk be
cecsocdon short e i Chinesimply ar no readily avaiabe i the United Sntes s a1 he
ctoies wit the sal,sped, nd fleibilty tht such  igh-ech company ncds. Appe xect-
v ivethe cxample of vsitinga ctoy 1 consider whether i could dothe aceesary work 0
cutthe ghassFrthe iPhonc’stouchscreen. Upoa their aiva, e wing of e plan was aeeady
eing buil i case you give us the comract~ Faeed Zakara. in T, maitas ht this com.
pettive g s gained argel through Chincse govermment subsiie nd stresmlned regultions
10 boost domesic manufacuing n the end. bowerer, Apple maitains ht.

We donshave an obliarion 0 sove America'sprobiems. Our nly obligaton is making he
best pract possible

However, afte 3 number o sucides st Foxconn in 2010, eporcdly aributable o the poor
‘working conditons and excessive hours for very low py, APPIe was under some presure
from negaive publicity: subsequenty. Foxconn pised wages. etained counselors, and lce
ally strung nets from s ighest uildings to catch peopie). Apple does have s supplie code:
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of conduct.In January 2012, Apple jined th Fair Labor Associaion (FLA),the first echnol-
gy company 1o do s0, and asked te group o do n independent asessment of conditions at.
s major factories. This move followed the company’s own repor hat documented umerous
bor vioations. nclding employecs working 60-hour worowccks and ot being paid proper
overtime. A fw days afe the FLA stared i ivestgaion, Foxconn said that i would in-
creas salaiesfor some workers by 16 percent 1020 percent —o about S400 2 month before
overtime—and tha t would reduce overme. Alhoughthis s encouragig nws or workers”
rights. i should be noted that Aple and ther cotractors are Known o allow oaly he sl
mest of profis 0 s supplicrs, which ncourages the supplicrs oty anything 1 reduce her
costs,such a sing cheaper and more Loxic chemicals of making thei cmployees work fastr
and loager.

“The anly way you make money working for Apple s figuring out ow 0 do hings more
ffcienty or cheaper” s a xecuive i one company e helped brin he P k.
A then ey ome back e ext ear and foce .10 percent prce ™

(Chin is being forced 10 take notice of such probems, and labor is ganing some ground: he
ssue then i tht frms have lecady sarte o move jobe o oler countrieswith lowse wages.
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Case Questions
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‘What is meant by the globalization of human capital? I this inevitable as firms increase their
‘global operations?

How does this case illustrate the threats and opportunities facing global companies in developing
their strategies?

Comment on the Apple executive’s assertion that the company’s only obligation is making the best
product possible. “We don’t have an obligation o solve America’s problems.”

‘Who are the stakeholders in this situation and what, if any, obligations do they have?

How much extra are you prepared to pay for an iPhone if assembled in the United States?

How much extra are you prepared to pay for an iPhone assembled in China but under better labor
conditions or pay? What kind of trade-off would you make?

To what extent do you think the negative media coverage has affected Apple’s recent decision to ask the
FLA to do an independent assessment and the subsequent decision by Foxconn to raise some salaries?




