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[bookmark: _Toc514367886]Executive Summary
The report follows from the presentation given on 30th April 2018 and the main purpose of this report is to provide a separate critical review of the scandal with certain details from an ethics angel and apply related ethics theories to the process of analysis so as to get better understanding of the scandal, especially the impact on related stakeholders. What’s more, to evaluate the first and following response as well as different impacts on Apple Inc. Based on the previous analysis, the author should derive practical and logic solutions which can stop future unfavorable influence for both company and consumers. 


Recommendations:    
More practical control and regulations are needed from the government even though The relationship between Apple and the government is complicated.

Apple should change the tone at the top and take responsibilities to these scandals, at least to make a public comments or apology.

Pay more attention to the basic CSR requirements especially being legal and ethical. What’s more, enhancing the transparency of the company is extremely urgent.   


















[bookmark: _Toc514367887]1.0 Introduction
As one of the most renowned and profitable companies in the world, Apple Inc is widely known for designing, manufacturing mobile devices and personal computers and selling a wide range of related software, services, accessories, applications and etc., among which iPhone, iPad, Mac, Apple Watch are extremely popular and famous. (Marketline, 2018) Besides, according to Forbes (2017). Apple Inc possesses the most valuable brand in the world with approximately $170 billion even if it has undergone several controversial events in recent years. It was reported that the doubts and problem existed in a series of iPhone products have never been ceased, iPhone 4’s Antennagate problem can be seen as a remarkable case in Steve Job’s ear and iPhone 6/7 battery slowing down scandal was regarded as the most controversial events and the unfavorable influence continues to spread after the explosion and admission from Apple. Though Apple Inc seems to go through these scandals, it has touch the ethics’ bottom line and frequently questioned by customers, government and society.     
      
In terms of the iPhone 6/7 battery slowing down scandal which will be deepen analyzed in this report, the scandal has to be critically reviewed from different angels including the essential ethics problem they need to concerned and the vital shareholders with different interests in this event. Though Apple had provided certain solution and compensation to the victims, it is quite necessary to the company pay more attention to the ethics management and public relations so as to minimize or stop the similar cases happen in the future, otherwise Apple will face more ethics problem and loss trust and loyalty from both customers and society. 

[bookmark: _Toc514367888]2.0 Critical review of the Scandal
[bookmark: _Toc514367889]Analysis of Major Causes of the Case 
It was reported that the actual attention to the battery slowing down scandal after the exposure by a 17-year-old boy in a website Reddit and his findings were speeded so fast that directly led to Apple’s later admission. () In terms of the major causes of the scandal, the explanation seems to come from two different aspects. As for the company itself, though Apple posted apology letter in its official website, it never admits squarely to intentionally slow down batteries while insists in the causes by cold conditions and a low battery charge. On the hand, social media and consumers definitely cannot accept these excuses. They regarded the scandal as a fraud that designated to spur upgrades so that the phone would be retarded before long and force customer to buy a new one. 

The above reasons of the scandal are somehow narrow and superficial because such similar scandals happened frequently within several tears. The real and deep reason may come from Apple itself, the power hidden behind the company is so tremendous that even the government and customer cannot control it. It was estimated that Apple’s total number of global iPhone users would continue to grow and finally reach 1 billion within next couple of years. (Reisinger, 2017) What’s more, according to related news, Apple’s customers are somehow more loyal to the company and consistently upgrade to new iPhone when time is right. Under this special consumer behavior and preference, Apple may make use of the trust and cult from consumers and conduct some of unethical actions. Besides the huge customer base, the ability to control network enables Apple to become powerful indeed. The global economy is made up a series of networks that links customers and companies and Apple is this kind of company that possesses a strong and powerful position in these networks so as to enhance and adjust them to facilitate its business. () In brief, though Apple has a great number of fans and great power in networks, it is quite dangerous if the company continue to behave unethically.   

[bookmark: _Toc514367890]The Involvement of Ethical Problem
The concept of corporate social responsibility has changed dramatically since its emerge and seems relate to the ethics management of a company. Friedman, one of the most prestigious theoretical experts, proposed the famous Stockholder Theory (1970) and insist that “the only responsibility of an enterprise is to utilize its resources and participate in activities intended to increase profits as long as it obeys the regulations and rules without deception and fraud”. Another expert named Sternberg also held the similar opinion with Friedman that against CSR, he believes that stakeholder approach somehow deprives shareholders’ right and property but companies are expected to follow the principals of decency and fairness. (Sternberg, 2000) Though these two ethical scholars’ statements full of doubts and controversies, the emphasis on integrity and honesty are prominent and that’s the basic requirements for all corporates. However, Apple not only broken bottom lines of business law but also cheat its loyal customers, both of unethical actions are far from the essential rules of obedience and fairness even if the company can be profitable and provide benefits to shareholders.  

Apple officially admitted that they have been slowing down the performance of older iPhone and confirming suspicions long held by users, following by a blast of fury consumers with extreme disappointment. They doubt the question that whether companies have the legal and ethical rights to slow their devices. Most of consumers believe that A private company like Apple may do whatever it wants but if it intends to do it, it must inform the consumer, but in this case, the Apple’s react can be seen as a misrepresentation and commercial conspiracy. In addition, consumers think they are the real owners of the phone and Apple can’t do anything to the hardware without notice and permission.    
     
[bookmark: _Toc514367891]The Stakeholders Affected by the Scandal
Stakeholder Theory was proposed by Freeman in 2008, which refers to “any person or organization that can positively or negatively influenced by the policies or actions of a company.” Using this Stakeholder Theory can identify the stakeholders likely to be affected or impacted by the activities of the organization and each time the involvement of stakeholders is different. In terms of the iPhone battery slowing down scandal, there are three main stakeholders include, namely shareholders, the government and customers that will be elaborately analyzed as followed. Besides, the Power/Dynamism Matrix (Figure 1) will be applied into further explanations. (Gardner et al, 1986) 

It is widely admitted that shareholders in the company can be influenced directly by every react and they are the most important internal stakeholders within stakeholders. Because of the bad influence brought by the battery scandal and continue to spread, the share price of Apple dropped sharply which directly causes the huge loss towards shareholders. In addition, it was estimated that approximately 16million dollars iPhone sales would under risk in light of battery replacement program, which may arouse huge dissatisfactions among shareholders. In terms of the Power/Dynamism Matrix, shareholders in Apple can be classified in section D with high power and high aptitude to action so that Apple should pay much attention to it. If the shareholders continue to lose their interests, then the consequence will be quite dangerous.          

Customers can be seen as the direct victims and important external stakeholders in this battery scandal. Customers feel betrayed and frustrated with Apple even if the company has provided the compensations, reducing the price of an out - of - warranty iPhone battery from 79 dollars to 29 dollars. In terms of the Power/Dynamism Matrix, consumers seem to have less power in company’s policy and management but they do have the rights to decided which product they want to buy and the shopping behavior I is hard to predict, which means they have the high dynamism. After all, losing the rising trust and loyalty from the customer and society is a giant hit to Apple’s reputation. If Apple don’t concern about customers feeling and feedback, it will face countless direct or indirect loss in the future.    

As for the government, it can also be regarded as an important external stakeholder and affected directly by the scandal. It was reported that the spread of unfavorable influence was unstoppable and forced US Senate, Department of Justice and the Securities and Exchange Commission get involved in this scandal since there are numerous complaints and lawsuits from customers. What’s more, even French, Korea and other countries’ government conducted investigation in this scandal. As for the Power/Dynamism Matrix, the position of the government had the similar section to customer, though the government has little power in Apple’s business operation, it plays a critical role in the course of the company’s development, especially the interests and interconnection between them. 

[bookmark: _Toc514367892]3.0 Solutions to Reduce the Negative Impacts in the Future
[bookmark: _Toc514367893]Enhancing Government action regulations
It is widely admitted that Apple can be seen as one of the most famous and prestigious companies in the US and understandably it has a close relation with the US government. Apple pays huge amount of tax to the government and the government makes its efforts to support the company. Apple has the specific stores for the government and its employees and offers desktops and portable computer solutions with special prices. (Apple, 2018) In addition, many of the revolutionary technologies that make the IPhone and other products were actually funded by the US government as well as the “Investment Company Program”. (Mazzucato, 2003) Thus the government plays an essential role in the development of Apple. 

Apple has been exposed several scandals recent years, among which the battery slowing down is the most controversy one. The dissatisfaction and doubts from the customers are so tremendous that the government has to involve in. Apple has been undergone series of probes and investments from the government and it has to make some response and negotiations to solve the problems. ()

No matter how Apple makes deals with the government, the government should somehow take responsibility to these scandals. There is no doubt that Apple has broken the business law in this scandal and the government should reinforce the business regulations and strengthen punishment system to ensure the fairness and integrity. Though Apple has huge interests with the government, taking the laws and regulations strictly into practice is beneficial to the reduction of negative impact.        

[bookmark: _Toc514367894]Changing Tone at the Top and Executive Leadership
Late Steve Job was a soul figure to Apple who had set the DNA of the company. Secrecy is one important aspect of Apple and its acted like a double sword. The good thing about secrecy is the protection about new products from potential competitors, which gives Apple a competitive edge. (Miriyala, 2004) However, when the company confronting with a public relation risk or a scandal, secrecy will definitely worsen the situation. If Apple wants to minimize the impact of the scandal, changing the instilled scenery among high-level executives and enhancing the transparency in all departments are urgent. 
 
Due to the IPhone slowing down scandal went viral, Apple was forced to make an admission and a rare public apology on its official website about the issue. But the apology just came from “Apple” and it didn’t sign by its CEO Tim Cook or other high-paid executives. Even till now, no apple executives have made comments on the scandal in public. (Leswing, 2017) Customers have already felt betrayed in this case while the reaction from the Apple executives is let them down again. Many critics and views though Tim Cook needed to take responsibility for this scandal or at least give certain explanations to it. The reality is that Apple’s leadership hide behind its brand and kept silence. If Apple sincerely wanted to mend this hole, its high board has to change the attitude and set appropriate tone towards the scandal, which may make the apology more candid and acceptable.    

[bookmark: _Toc514367895]Consolidating basic CSR and Enhancing transparency 
As one of the greatest brands in the business world, Apple has always been different, insisting on disrupting the market and making the best products to customers with innovation. (Think Marketing, 2016) However, besides the batter slowing down scandal, other scandals like IPhone4’s Antennagate problem and Iphone6 plus’s Bend issue are the violations to its core value. Though the letter to customers said that “Apple’s goal has always been to create products that our customer love, and making iPhones last as long as possible is an important part of that”, (Apple, 2017) the admission of intentionally slowing down the IPhone battery is a deadly hit to Apple’s basic promise. According to the CSR model proposed by Carroll in 1991, there is no doubt that Apple can be profitable so as to meet the economic responsibilities. And Apple always participates in some charitable activities and donations so that to achieve the philanthropic responsibilities. However, some scandals happened in recent years seemed to break the basic requirements of being legal and ethical. Under this situation, Apple should transfer the attention to these two aspects which are extremely important to its later development. 

Though the scandal has passed for nearly six months, the company is still haunted by influence of the scandal and may face with a dilemma in the future. Whether Apple will continue to work silently, preserving the so-called functionality of its devices or widen its transparency to keep users informed, it is better to choose the latter.     
   
[bookmark: _Toc514367896]4.0 Conclusion
There are lots of causes result in the final scandal customers firmly believe it was a fraud that Apple intended to induce consumers either upgrade the system or buy a new one so as to offset decreasing sales revenue. However, the deepest reason of the frequently-happened scandals is the massive iPhone users and the power of Apple possessed in networking commercial world. These scandal had broken the rules in business laws and regulations which were unethical indeed. They even cannot meet the basic principles of honesty and fairness. Though Apple had provided solution and compensations to consumers, the uncandid explanations is still unacceptable by the public, they regarded Apple’s response as a commercial cheat and misbehavior. In terms of the main stakeholders involved in this scandal, shareholders, customers and the government are influenced and affected most. Shareholders would undertake huge losses of profits due to the decrease in share price. Customers are the biggest and direct victims and they felt quite disappointed and frustrated in this scandal since Apple’s conducts have gradually destroyed the trust and loyalty among them, which may lead a deadly hit to the company’s reputation. As for the government, not only the US government but also other countries’ government were forced to involve in the investigations and lawsuits as well as being a bridge between the company and customers. Though customers and government have little power in Apple’s major decision, both of these stakeholders cannot be ignored otherwise the company will in trouble in long-term.          

[bookmark: _Toc514367897]Recommendations 
It is widely admitted that because of the scandals happed in recent years, Apple’s reputation and public relations has stepped into a dilemma. If the company is likely to reduce or avoid similar scandal in future, some logic and practical recommendation should be proposed as followed. 

Recommendation 1:
In this scandal, Apple had disobeyed some important business law which forced the government to involve. The relationship between Apple and the government is complicated since there are huge underlying interests and interconnection in it. Though Apple is sometimes so powerful that the government can do little, more control and regulations are needed otherwise both sides would face annoying challenges in future. 

Recommendation 2:
Secrecy is the general tone in Apple’s top and executive board and it gives Apple a competitive edge in their product innovation. However, when facing scandals and the company has to fix them, keeping in silent is useless indeed, this tone should be changed and the high executives have to take responsibilities to the scandal, at least they can make public explanation and apology at person in a genuine, candid and sincere way which will be more acceptable by customers. 

Recommendation 3:
Apple always insist in providing best products to market and customers while the recent scandals seemed to diverge to another way. The company break the bottom line of core value and mission even though it still be profitable. What Apple should do is pay much attention to the basic CSR requirements for example being legal and ethical.   
   
[bookmark: _Toc514367898]Self-Reflection
This module seems quite new for me since I seldom pay attention to the ethical problem exist in business world. While having attended to serval sessions, I notice that scandals are so pervasive that they can happen in all kinds of companies even including the non-profitable or charitable organizations. Among various scandal, I choose Apple as a research target and quite interested in its recent battery slowing down scandal. It is extremely unbelievable the company can intentionally and secretly control user’s battery while stated openly it would never do it.

[bookmark: _GoBack]There are numerous new and comments reported and published throughout the scandal and I can obtain some of useful reference from them. But one of the most prominent difficulties in this report is that there no one analyze this case in such depth. I need to make critical evaluation and incorporate specific theories and models to the analysis. What’s more, some of the recommendations are somehow subjective but they all originate from logical induction. Fortunately, our module lecturer also gives me some lights on writing this report which based on the previous performance of presentation. 
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