Apple’s iPhone—Not “Made in America”

1-11. What is meant by the globalization of human capital? Is this inevitable as firms 
increase their global operations?
Learning Objective: 1; Analytic skills

Firms around the world have been offshoring manufacturing jobs to low-cost countries for decades. An increasing number of firms have been producing or assembling parts of their products in many countries; that is, outsourcing by contracting to a local firm, and then 
integrating them into their global supply chains. More and more firms are out-sourcing 
white-collar jobs to India, China, Mexico, and the Philippines: customer support, medical 
analysis, technical work, computer programming, form filling, and claims processing—all 
these jobs can now move around the globe in the same way that farming and factory jobs 
could move a century ago. Globalization of human capital is inevitable as companies look   
for the competitive edge that lower costs, a high energy workforce and globalized supply  
chains can provide. 

1-12. How does this case illustrate the threats and opportunities facing global companies in developing their strategies?
Learning Objective: 1; Analytic skills

Opportunities: Companies can source product, technology, parts etc. from all over the world to get the best possible mix.  Apple maintains that the large number of engineers and other skilled workers who could be accessed on short notice in China simply are not readily available in the United States; nor are the factories with the scale, speed, and flexibility that such a high-tech company needs. 
Threats:  Backlash concerning working conditions; possible breach of US laws concerning       
the use of toxic chemicals. 

1-13.  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 to solve America’s 
 problems.”
 Learning Objective: 2; Ethical understanding and reasoning abilities

To a large degree this is correct.  Apple’s primary obligations are to its customers and 
shareholders.  By producing excellent products at a reasonable price Apple is doing well to 
both groups.  Apple is not obligated to sacrifice either group to the vision of increasing     
America’s employment numbers.

1-14. Who are the stakeholders in this situation and what, if any, obligations do they have?
Learning Objective: 1; AACSB: Analytic skills

Apple’s stakeholders are their clients and shareholders – described above. 
Foxconn’s stakeholders are their workers, their owners and their clients – such as Apple,      
Dell etc.  Foxconn’s obligations are approximately the same as Apple’s:  to satisfy their   
clients, make profits for their owners but also to do well by their employees.  



1-15.  How much extra are you prepared to pay for an iPhone if assembled in the United 
States?  (See question 16)
Learning Objective: 1; AACSB: Analytic skills
    
1-16.  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?
Learning Objective: 1; AACSB: Analytic skills

Both questions could only be answered on an individual basis, but it is important to 
remember that price is a factor in the purchase decision of a smart phone and therefore is a 
major component of competition.  Even if you, as the reader/student, were willing to pay  
more how well would Apple be able to compete?

1-17.  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?
Learning Objective: 4; AACSB: Communication abilities

It could be surmised that the negative reaction had a major impact on Apple’s decision.  It   
is well understood recently by many major corporations that sustainable business practices,  
which include fair treatment of employees, are valued by customers and shareholders.  It      
may be assumed that Apple will continue to insist on fair treatment of employees by their 
subcontractors and validate that by third parties.


