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[bookmark: _Toc134463804]Business and Product Description
For this report, I have chosen to write about Apple Inc. Apple is an American multinational technology company that designs, develops, and sells consumer electronics, computer software, and online services. Apple is best known for its innovative products, such as the iPhone, iPad, MacBook, and Apple Watch, as well as its software, including the macOS and iOS operating systems. The main product that I have chosen to focus on is the iPhone. The iPhone is a line of smartphones that was first introduced by Apple in 2007. Since its launch, the iPhone has become one of the most popular and iconic smartphones in the world, and it has helped to revolutionize the way that people communicate, work, and entertain themselves.
I chose to focus on the iPhone because it is one of Apple's most well-known and successful products, and it has had a significant impact on the consumer electronics industry. The iPhone has helped to establish Apple as a leader in the smartphone market, and it has helped to drive innovation and competition among other smartphone manufacturers. The iPhone has evolved significantly since its introduction in 2007. Today, the iPhone is available in a range of models, including the iPhone 14, iPhone 14 Plus, iPhone 14 Pro, and iPhone 14 Max. The iPhone offers a range of features and capabilities, such as high-quality cameras, advanced security features, and powerful processing capabilities. The iPhone also integrates with other Apple products and services, such as the Apple Watch, Air Pods, and Apple Music. Overall, the iPhone is a crucial product for Apple, and it has helped to establish the company as a leader in the technology industry. The iPhone continues to evolve and innovate, and it will likely remain a significant product for Apple for many years to come.
[bookmark: _Toc134463805]Demand and Market Equilibrium – impacts on iPhone
[bookmark: _Toc133866973][bookmark: _Toc134463806]Product’s substitute and impact on iPhone’s demand
One of the substitutes for the iPhone is Android smartphones. Android smartphones are manufactured by a variety of companies, including Samsung, Google, and Xiaomi, among others. Android smartphones offer many similar features and capabilities as the iPhone, such as high-quality cameras, advanced processing capabilities, and a range of apps and services (Bagwell, 2005).
The price of Android smartphones varies depending on the brand and model. However, in general, the prices of Android smartphones have been decreasing over time, as competition among manufacturers has increased. In recent years, there has been a rise of affordable Android smartphones in the market, such as Xiaomi and Realme (Bagwell, 2005)
The decreasing prices of Android smartphones can affect the demand for the iPhone in several ways. First, consumers who are price-sensitive may choose to purchase an Android smartphone instead of an iPhone due to the lower price (Bagwell, 2005). Second, the decreasing prices of Android smartphones may increase the overall demand for smartphones, as more people are able to afford them. This increased demand for smartphones could potentially benefit Apple, as the iPhone is one of the most popular and well-known smartphones on the market.
However, it is worth noting that the iPhone has a strong brand image and a loyal customer base that is willing to pay a premium price for the product (Bagwell, 2005). Additionally, the iPhone offers a range of features and capabilities that are not available on Android smartphones, such as the integration with Apple's ecosystem of products and services, which can make it a more attractive option for some consumers. Therefore, while the decreasing prices of Android smartphones may impact the demand for the iPhone to some extent, it is unlikely to have a significant impact on Apple's overall market position or sales.
[bookmark: _Toc133866974][bookmark: _Toc134463807]iPhone’s complement products – impact on demand
One of the complements for the iPhone is the Apple ecosystem of products and services. This includes products such as the Apple Watch, AirPods, and services like Apple Music, iCloud, and the App Store. These complementary products and services work together to enhance the overall user experience and add value to the iPhone (Bagwell, 2005).
The prices of complements for the iPhone vary depending on the product or service. However, in general, the prices of complementary products and services have been relatively stable or increasing over time. For example, the price of Apple Music has remained steady, while the prices of AirPods and Apple Watches have increased with newer models (Bagwell, 2005).
The increasing prices of complementary products and services can have both positive and negative impacts on the demand for the iPhone. On the positive side, the increasing prices of complementary products and services can help to reinforce the premium image of the iPhone, and can signal to consumers that the iPhone is a high-quality product that is worth investing in (Baker, 2003). Additionally, consumers who have already invested in the Apple ecosystem of products and services may be more likely to continue using the iPhone, as it integrates seamlessly with their existing devices and services. On the negative side, the increasing prices of complementary products and services may make the overall cost of owning an iPhone and the Apple ecosystem more expensive, which could potentially deter some price-sensitive consumers (Baker, 2003). Additionally, if the prices of complementary products and services increase too much, it could potentially lead some consumers to consider switching to alternative products or services that offer similar features at a lower cost.
Overall, the prices of complementary products and services are an important factor to consider when assessing the demand for the iPhone (Baker, 2003). While increasing prices may have both positive and negative impacts, the overall impact is likely to be relatively minor given the strong brand image and loyal customer base of the iPhone.
[bookmark: _Toc133866975][bookmark: _Toc134463808]Consumer Income – Impact on demand of iPhone
Consumer income is an important factor that can impact the demand for the iPhone. When consumer income is increasing, it generally means that consumers have more disposable income available to spend on luxury items such as smartphones (Baker, 2003). Conversely, when consumer income is decreasing, consumers may be more cautious about their spending and may be less likely to purchase high-end smartphones like the iPhone. If consumer income is increasing, it is likely to have a positive impact on the demand for the iPhone (Ellickson, 2013). As consumers have more disposable income, they may be more likely to invest in high-quality products like the iPhone that offer advanced features and capabilities. Additionally, as the iPhone is a premium product, an increase in consumer income can potentially lead to increased demand for the iPhone as consumers seek to signal their wealth and status through their purchasing decisions.
On the other hand, if consumer income is decreasing, it can have a negative impact on the demand for the iPhone (Ellickson, 2013). Consumers may be more likely to seek out lower-priced alternatives to the iPhone or hold onto their existing smartphones for longer periods of time, rather than upgrading to newer models. This can potentially lead to a decline in demand for the iPhone and may impact Apple's overall sales and revenue. However, it is worth noting that the iPhone has a strong brand image and a loyal customer base that is willing to pay a premium price for the product. Additionally, the iPhone is often perceived as a status symbol, which can make it more resistant to fluctuations in consumer income (Ellickson, 2013). Therefore, while changes in consumer income may impact the demand for the iPhone to some extent, it is unlikely to have a significant impact on Apple's overall market position or sales.
[bookmark: _Toc133866976][bookmark: _Toc134463809]Consumer tase and Preferences – impact on iPhone’s demand
Consumer tastes and preferences are constantly evolving, and this can have a significant impact on the demand for the iPhone. As new technologies emerge and consumers' needs and desires change, Apple must adapt its product offerings to stay relevant and maintain its market position (Ellickson, 2013).
One major trend in consumer preferences that has impacted the demand for the iPhone is the increasing importance of features like camera quality, battery life, and storage capacity (Ellickson, 2013). As consumers rely on their smartphones for more and more tasks, they are looking for devices that can deliver the features and performance they need to stay connected and productive.
Another trend that has impacted the demand for the iPhone is the growing demand for larger screen sizes. As consumers spend more time on their smartphones for activities such as streaming video or playing games, they are seeking devices that can offer a more immersive viewing experience.
In addition, consumers are increasingly concerned with sustainability and ethical practices in the products they purchase (Foot and Gomez, 2006). This trend has led to an increasing demand for eco-friendly and sustainable products, and companies like Apple are under pressure to demonstrate their commitment to sustainability in order to maintain consumer loyalty and attract new customers.
[bookmark: _Toc133866977][bookmark: _Toc134463810]Consumer expectation of price – impact on demand
Consumer expectations of price can have a significant impact on the demand for the iPhone. As a premium product, consumers expect the iPhone to be priced at a premium compared to other smartphones on the market (Foot and Gomez, 2006). However, if the price of the iPhone were to increase significantly, it could potentially impact demand and result in consumers seeking out lower-priced alternatives.
Looking ahead, it is difficult to predict with certainty whether consumers expect the price of the iPhone to increase or decrease. However, based on recent trends, it is likely that consumers will continue to expect the iPhone to be priced at a premium compared to other smartphones. Apple has established a reputation for offering high-quality, premium products, and consumers are willing to pay a premium for the perceived value and quality that comes with owning an iPhone (Foot and Gomez, 2006). That being said, if Apple were to significantly increase the price of the iPhone, it could potentially impact demand and lead consumers to seek out lower-priced alternatives. Additionally, if competitors were to release new products with similar features and capabilities at lower price points, this could also impact demand for the iPhone.
Overall, while consumer expectations of price can impact the demand for the iPhone to some extent, it is unlikely to have a significant impact on Apple's overall market position or sales . The iPhone has a strong brand image and a loyal customer base that is willing to pay a premium price for the product, which makes it more resistant to fluctuations in price expectations.
[bookmark: _Toc133866978][bookmark: _Toc134463811]Demographics – Impact on demand
The number of buyers of the iPhone is influenced by a range of demographic factors, including population growth, income levels, and age distribution. Currently, the global smartphone market is experiencing slow growth due to saturation in many developed markets and increasing competition from lower-priced alternatives in emerging markets (Griffith, 2003). However, Apple continues to maintain a strong market position and a loyal customer base for the iPhone.
In terms of age distribution, the iPhone has traditionally been popular with younger demographics, such as millennials and Gen Z, who are more likely to be early adopters of new technology. However, Apple has also targeted older demographics with features like larger screen sizes and improved camera quality, which have helped to broaden the appeal of the iPhone across different age groups. In terms of income levels, the iPhone is positioned as a premium product and is typically priced higher than many other smartphones on the market (Griffith, 2003). This means that the number of buyers of the iPhone may be impacted by changes in consumer income levels, particularly in regions where income inequality is high or where consumers are more price sensitive.
While demographic factors can impact the number of buyers of the iPhone to some extent, Apple's strong brand image and loyal customer base help to insulate the company from significant fluctuations in demand (Griffith, 2003). However, as the global smartphone market becomes more saturated and competition from lower-priced alternatives continues to increase, Apple may need to adapt its product offerings and marketing strategies to maintain its market position and appeal to a broader range of consumers.
[bookmark: _Toc134463812]Indicating demand elasticity / inelasticity
[bookmark: _Toc133866980][bookmark: _Toc134463813]Substitution Effect. Luxury vs. Necessity – Impact on demand elasticity
From the consumer's point of view, the iPhone can be seen as both a luxury and a necessity, depending on individual circumstances and preferences. For some consumers, the iPhone is an essential tool for communication, productivity, and access to information, making it a necessity. For others, the iPhone is a status symbol and a luxury item that they purchase for its design, features, and brand image.
The perception of the iPhone as a luxury or a necessity can impact the elasticity of demand for the product. If consumers view the iPhone as a necessity, then they may be less sensitive to changes in price and more likely to continue purchasing the product even if the price increases. This would indicate that demand is relatively inelastic, meaning that changes in price have a relatively small impact on the quantity demanded (Griffith, 2003). On the other hand, if consumers view the iPhone as a luxury item, then they may be more sensitive to changes in price and more likely to switch to lower-priced alternatives or delay purchasing the product altogether if the price increases. This would indicate that demand is relatively elastic, meaning that changes in price have a larger impact on the quantity demanded.
The perception of the iPhone as a luxury or a necessity is likely to vary among different consumers and can be influenced by a range of factors, including income levels, personal values, and cultural norms. This can make it challenging for Apple to predict and respond to changes in demand for the product and underscores the importance of ongoing market research and customer engagement for maintaining a competitive edge in the smartphone market.  I believe that the iPhone can be seen as a luxury rather than a necessity. While it is true that smartphones in general have become increasingly essential tools for communication, productivity, and access to information, there are many lower-priced alternatives to the iPhone that offer similar functionality.
For people who are on a tight budget, the high cost of the iPhone may make it difficult to justify as a necessary expense (Griffith, 2003). In addition, many students may not require all of the advanced features and capabilities of the iPhone, such as the latest camera technology or augmented reality apps and may be perfectly satisfied with a lower-priced smartphone that meets their basic needs.
[bookmark: _Toc133866981][bookmark: _Toc134463814]Income effect – impact on demand
The purchase of an iPhone represents a significant portion of a typical consumer's income, given that the price of the latest iPhone models can range from several hundred to over a thousand dollars. For many consumers, purchasing an iPhone may require a significant financial commitment or a long-term payment plan, especially if they are also paying for a mobile data plan and other associated costs (Griffith, 2003). When the purchase of a good or service represents a large portion of a consumer's income, demand for that product is generally considered to be more elastic, meaning that consumers are more likely to be sensitive to changes in price. This is because changes in price can have a larger impact on a consumer's budget and purchasing power, making them more likely to switch to lower-priced alternatives or delay purchasing the product altogether if the price increases.
In the case of the iPhone, the relatively high price of the product may make demand more elastic, as consumers may be more likely to consider lower-priced alternatives or delay their purchase if the price of the latest iPhone models increases significantly (Griffith, 2003). Additionally, the fact that the iPhone is a luxury item rather than a necessity for many consumers may make it more sensitive to changes in income, as consumers may be more likely to cut back on discretionary spending during periods of economic hardship or uncertainty.
Overall, the income effects of the iPhone on demand are significant, while the iPhone is a highly desirable and sought-after product for many consumers, the high price and luxury status of the product may make it more sensitive to changes in price and income compared to other essential goods and services.
[bookmark: _Toc133866982][bookmark: _Toc134463815]Pricing Policy of Apple for iPhone
Based on the analysis of the income effects of the iPhone on demand, it may be beneficial for the business to adopt a flexible pricing policy that takes into account the varying income levels and price sensitivities of its target market. This could involve offering a range of pricing options, such as payment plans, trade-in programs, or discounts for students or low-income consumers. By offering flexible pricing options, the business can potentially increase demand for the iPhone by making it more accessible to a wider range of consumers who may not be able to afford the full price upfront (Griffith, 2003). This could help the business capture market share from competitors who offer similar products at lower prices, while also maintaining its reputation as a high-end brand that delivers quality and innovation. At the same time, it is important for the business to carefully balance its pricing strategy with its profit margins and overall financial goals. While offering flexible pricing options may increase demand for the iPhone, it may also impact the business's revenue and profitability if not managed effectively.
The optimal pricing policy for the business will depend on a range of factors, including market conditions, competition, and consumer preferences. By conducting market research and regularly evaluating its pricing strategy, the business can ensure that it remains competitive and responsive to the changing needs and expectations of its target market.
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