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Executive Summary

This report will explore the influence of internal and external factors (including COVID 19) on Apple’s customer relationship management and quality processes. With the pandemic customers’ needs have evolved and so have the methods of engagement because of many companies shifting to an online service provision.

1. Introduction

Importance of Quality Processes and Customer Relationship Management
Quality processes refer to the assurance methods, procedures and mechanisms that guarantee the standards and control of product or service production. (Quality Process Definition| Law Insider, n.d.). The significance of quality processes is that they reduce waste, provide consistency in products, increase profitability and customer satisfaction, compete with industry standards, and increase in staff motivation and efficiency. (Why Quality Matters More Than Ever in Business - Blog -, n.d.). 

Customer relationship management (CRM) is defined as, “the core business strategy that integrates internal processes and functions, and external networks, to create and deliver value to targeted customers at a profit. It is grounded on high quality customer-related data and enabled by information technology.” (Buttle, 2008). CRM is integral to the profitability within a business and is made possible through the collection of information and use of the data to inform business processes. The importance of having CRM is that it merges the external business environment and the internal environment processes, to create synergy that is profitable for both the business and customer experience. There are different types of CRM strategic, operational, analytical and collaborative. Strategic CRM is more customer centric approach, and its main purpose is to gain and retain profitable customers. (Buttle, 2008). Whereas operational CRM is based on automation of marketing, sales and customer service. (Buttle, 2008). Analytical CRM takes a data approach and utilises data mining customer data for tactical and strategic reasons. (Buttle, 2008). Finally, collaborative CRM Incorporates technology and seeks to optimise customer value, partner value and company value. (Buttle, 2008). Many companies, Apple included use a hybrid of these CRM types and CRM models to create the best suited CRM for their business objectives.

 CRM and quality processes are essential in the delivery of good customer service within a business. Potential benefits of having excellent customer service, are an increase in sales, customer retention, increased loyalty, new customers, increase brand awareness and the building of trust. (Sharma, 2018).

Report Outline 
 I will analyse some elements of PESTLE model and SWOT analysis to analyse Apple’s external environment and internal business environment and its impact on the CRM. Following this, I will critically analyse IDIC model, Analytical CRM and the QCI model.

After my CRM models analysis, I will discuss how best Apple can handle the CRM problem using the IDIC model. I will discuss its challenges and potential benefits in addressing Apple’s CRM problem, by applying it to the 4 steps and analyse with evidence. I will refer to the usefulness of artificial intelligence (AI)I, as well as the marketing theories the 7P’s(product, place, price, promotion, people, process and physical evidence) and the communication mix in the implementation of the CRM model. After this, I will address the benefits and challenges of applying the IDIC model. Lastly, I will offer recommendations based on the application of the IDIC model, that can help resolve Apple’s CRM.


2.  Company Context (Background and Internal and External Environmental Analysis)

Background on Apple
Apple was founded by Steve Jobs and Steve Wozniak in 1976, it initially produced computers. (Binns, 2021).  Its original name was Apple Computer Inc., however this was later changed in 2007, to Apple Inc. (Ferrell and Hartline, 2013).  This came about because of the company having produced more than just computers since Steve Job’s return to the company in 1997, where he developed a way to gather consumer data and predict their future needs for features in products, before customer’s recognised the needs for them. (Ferrell and Hartline, 2013). This was the beginning of Apple’s CRM, Jobs predicted the need for a way for consumers to listen and manage music whilst on the go, this led to the creation of the iPod and iTunes. (Ferrell and Hartline, 2013). Apple added to its product offerings in 2010, the iPad which is a portable tablet that operated on apples IOS operating system. This led to a decrease of sales of the iMac desktops, netbooks, and MacBook laptops. (Ferrell and Hartline, 2013). These are Apples success stories by using customer data to predict trends. Apple has the AppleID, which is required to set up apple products, once a consumer makes a purchase, through this ID. (Binns, 2021). Apple tracks purchases in their App Store and provide recommendations based on customer’s downloads. (Binns, 2021). This personalisation is how Apple can sell, cross sell and recommend products on their app store and improve its customer experience (CX) and customer engagement (CE). Apple also offers, wearable products such as their smart Apple watch, Apple TV, Airpods (wireless earphones), Beats (high quality headphones and HomePod. (Form- 10K, 2021). Apple also offers services, these include advertising, AppleCare (after care customer and repairs service), cloud services, digital content through AppStore, ApplePay payment service and AppleCard credit card. (Form- 10K, 2021).

Internal Factors that Influence Quality System

SWOT Analysis

Strengths 
Apples strengths are in its AppleID CRM strategy, which is the first point of customer entry after purchasing an Apple product and taking it home. Through this, Apple can collect unending data on their consumers choices and purchases. This better informs the recommendation process to give personalised recommendations. (Binns, 2021).  Also, another strength, is Apples unrivalled graphics qualities and interface of their computers and laptops, these give the brand an image of higher quality and consumers are willing to pay their high price points. (Ferrell and Hartline, 2013). This meets the consumers expectation of high quality, innovative products and increases the loyalty of customers because Apple maintains its value proposition. Apple as an organisation is required to keep up with the high standards, to maintain its customer perception and maintain its brand identity.

Weaknesses
Some weaknesses for Apple may be the high price point increasing because of increase in the cost of components due to the COVID- 19 pandemic increase in freight costs. The CEO of Apple Tim Cook announced, that the company had semiconductor shortages and the supply constraints on silicon. These supply chain issues affect their production of the iPhone, iPad and iMac. This would lead to the shortages of product supplies and with Apples high consumer loyalty could force consumers to go elsewhere, in search of substitute. (Kay, 2021). For the organisation this would lead to the inability to supply products it has marketed and reduce their reliability amongst its consumers. Also, it can reduce their earning potential during the pandemic lockdowns where working from home has increased demand for products such as Apple’s computers and iPads. 


Opportunities

Opportunities for Apple are in the areas of further innovation with the rise of demand for computers and laptops, with the boom in working from home. (Kay, 2021). They can capitalise on this. However, as a business supply chain issues that have come because of the freight crisis and increase cost of components due to political issues, will disable them from taking advantage of this. (Form 10- K, 2021). This is an open opportunity to be able to meet the needs of customers and add features to their products that can ease working from home. 


Threats
Threats for Apple are the supply chain delays and limited suppliers for their components. In addition, if there are continued political disputes between China and the United States and there is a further increase in tariffs, Apple will lose profit margins. (Form 10- K). This may force Apple to price below their ideal margin in a bid to maintain customer volume, leading to lowered profitability. On the other had consumers may begin to move to competitors whose suppliers are not affected by the tariffs, in search for a cheaper price point.  


External Factors that Influence Quality System 

PESTEL Analysis (excluding Social).
	
Political 

Tensions between the United States and China, led to a increase on tariffs on imports into the united States from China. As a result, Apple had to increase the prices of its products due the increase in the cost of importation of components. (Form- 10K, 2021). This can affect consumers ability to afford the products, as Apple has a high price point as is. Also, the organisation is in turn faced with high costs of production as a result, which leads to cost transfer to the consumer. 

Economical

Due to the increase in lockdowns due to the Pandemic, the components for computers, chips, semiconductors, and silicon have become scarce. They are held up in docks due to Covid lockdowns, and in addition to the increased tariffs, the company has had to increase their product pricing as a result. (Kay, 2021). This will lead to consumers having a shortage of products due to disruptions in supply chain and an increase in price. Thus, pricing out some consumers due to increases in price. In turn Apple, may lose their customers to competitors, as they may have solutions to the supply chain problems. 


Technological

The high volatility of the technology industry and constant introductions, there is a constant increase in the competition for Apple. Apple must ensure to introduce new products and innovative features to compete and maintain their position in the market. (Form- 10K, 2021). Consumers requirements are met as a result because they are ensured to receive the latest features in each new release of a product. On the other hand, Apple is faced with an insatiable demand to continue to invest in research and development to keep up with industry demands, maintain their customers loyalty and attract new customer. (Form 10-K, 2021). 


Ecological
Due to climate change, there is an increase in the number of natural disasters that affect, supply chain. This delays delivery of components of products or even the production of products. In the technology industry companies are often reliant on limited suppliers for components as they are scarce. Due to the similarity in components needed amongst competitors that, this poses a chance of scarcity within the industry and an increase in expenditure to find new suppliers, loss of sales and loss of time due to recovery. (Form 10- K, 2021). The consumers are left with delays to receive highly anticipated products, this may lead to a loss in the momentum and excitement to purchase built up by Apple in their marketing strategy. (Ferrell and Hartline, 2013).


Legal
Technology companies are often faced with the data security concerns and data localization imposed by different countries. This leads to technology companies coming under fire from different governments. In Apple case, there is an increased cost of operating associated with complying with these laws, also a limitation is put on their product and service offering making them less attractive to consumers and sometimes lead to changes in supply chain. (Form 10- K, 2021). This will leave consumer in some regions with a product that differs from what was advertised given restrictions, this can lead to a loss of market share. Apple has to work harder to market to such locations, as they cannot utilise all their research and development on certain products, limiting their product offerings and reducing earning potential.  


3. CRM Model Review

IDIC Model
The IDIC CRM model, whose acronym stands for identify, differentiate, interact and customize, was introduced in 2004 by the consultancy firm, Pepper’s & Rogers Group. (Freedman, 2022). This model is a four-step process and is based on building a, ‘one-to-one relationship with customers.’ (Buttle, 2008). The first step is to identify the customer and understand their needs. Second, you must differentiate the current high value customers and the customers who will be most profitable in the future. The third step is interaction which involves exchanging with the customer to understand their expectations and gaging their relationship to competitors. Finally, the fourth step is to customise, this step is crucial as it takes the data collected and implements it. This is done through making an offer and tailoring communication based on the client’s expectations. (Buttle, 2008).
Strengths of the IDIC model are that you can differentiate between your high value consumers and future high value customers. This allows for the organisation to prioritise customer segments and target their efforts to maximise profits. Another positive of the IDIC model is that it is based on a one-to-one approach and is specific beyond customer groups. This allows for an organisation to understand motivators in customer’s motivations and what affects their consumer behaviour. It allows for customisation of the customer experience, an example of this is Dell in Case 7.1 (Buttle, 2008), Dell allows their customers to design their computer when ordering through a configurator technology. This is connected to the back-end technology that can enable or disable certain modifications such as hard disk capacity and memory of the computer. (Buttle, 2008). Making Dell a successful example of the implementation of IDIC CRM model, especially being specific about customisation.
Although the IDIC model could be considered an ideal model from the consumers perspective, it costs a company in both time and money. When a company chooses to customise, it can mean an increase in their unit costs and last of economies of scale. (Buttle, 2008). Like in the example of Dell the use of technologies such as the Configurator cost a lot of money to implement and are not a feasible option for smaller organisations. Also, for companies that create products on an assembly line it reduces productivity and efficiency if products are diverse in nature.
QCI Model
[image: ]
Figure 1 QCI Model. Copied from (Buttle,2008).
The QCI CRM model’s acronym stands for quality competitive index. It was created by employees of a consultancy firm and was introduced as a ‘customer management model’. (Buttle, 2008). They deliberately chose to omit the word ‘relationship’ from the model. In the diagram above (refer to Figure 1), you see the QCI model, and it shows the different actions a company takes to gain and retain customers, with the help of technology. This model emphasises on the management of customers is comprised of three components, acquisition, penetration and retention. The first acquisition, focuses on getting and learning about new customers. (Freedman, 2022). Second, is the penetration, which involves data collection and creating a rapport between the consumer and the business and its goals. (Freedman, 2022). Finally, the retention component is the maintenance of the customer engagement, in activities such as winning back customers and managing customer dissatisfaction. (Freedman, 2022).
QCI model’s main component for the customer is the customer management activity. It involves managing dissatisfaction, winback, targeting, conversion, welcoming and getting to know, delivering the basics, retention activity and value development. (refer to figure 1).  This is a positive because QCI model considers dissatisfaction and to an extent complaint management in their customer management. (Freedman, 2022). An example is Airbnb, where hosts are rated based on the customer’s experience, the review ratings lead to the hosts rating to be decreased or increased and it is for public view, this creates transparency for companies and their consumers. This approach of showing the satisfied and dissatisfied customers gives a human element to the user experience and builds trust.(Weed, 2014). Another strength is the holistic approach of the model with people, employees, the organisation, external factors and technology being the focus. This is highly beneficial as it accounts for all aspects in the relationship between an organisation and its consumers. 
A weakness of this model is it can be costly it is heavily process based, the costs of retention and acquisition may not materialise into profits. (Buttle, 2008).
Analytical CRM Model
Analytical CRM is characterised as obtaining, storing, integrating, processing, using and reporting consumer data to increase both consumer and organisational value. (Buttle, 2008). It builds on customer data and incorporates external data too. Apple is a prime example of this as it not only uses its data directly from consumer behaviour and choices, based on the device being used and it also looks at competitors roll outs. (Form 10- K, 2021). This is an essential component of Apples CRM strategy, especially since the introduction of its apple ID. This gives Apple an understanding of customer value and their propensity to spend and on what they spend on. Thus, informing which products should be rolled out and when. 
Some advantages of analytical CRM, are that Apple can differentiate how they sell to their customers, offering certain products to consumers more likely to take an interest in them. This allows for effective up-selling and cross- selling of services or products. Also, Apples feature such as Airdrop which allows the transfer of files between Apple devices, influences consumers subconsciously to purchase Apple products due to the easier syncing of devices. Another advantage is, the timely delivery of new product offerings with compatible features and personalisation for customers based on individual needs. This method of CRM is also, pandemic proof as the company was able to still gain data on their consumers, despite the closure of their stores. 
Disadvantages of analytical CRM are in the data collected leading to many individualised needs and technology companies are unable to create many offerings of products. An example is Apple is their offering of iPhones in different memory sizes and the normal iPhone range vs. the Pro that boasts a more sophisticated camera. However, I am sure that there were more possible features, but they are a limited in how many products they can roll out due to financial constraints and supply chain. (Form 10- K, 2021).

Application of IDIC Model to Apple’s CRM Problem.
After my CRM models analysis, I will discuss how best Apple can handle the CRM problem using the IDIC model. IDIC model is relevant to apple as it emphasises on data collection, knowing your customers on an individual basis and providing a customized user experience and engagement with each customer. (Buttle, 2008). CRM has been the focus of Apple’s business since its inception, in its retail CX and through its Apple ID and CE. Apple’s CRM is entirely cloud based, hence why IDIC is most suitable, as it utilises data to inform its customisation for customers.

Identify- Apple has identified its customer bases need to have in person face to face interaction in its Apple Stores and has emphasised its customer experience. Along with this they created Apple Care, which offers after care support both technical and repairs work for customers. (Ferrell and Hartline, 2013).

Differentiate- Apple has differentiated between their consumers by acknowledging their complaints and making conscious decisions to improve their products. An example is the iPhone X release, and apple released the IPhone xs max. It was designed with the biggest screen an iPhone has ever had and the biggest battery life.(Apple, 2018). Apple understood that it had an audience that desired a larger iPhone screen and longer battery life. This was not the first time Apple had introduced customisation for customers.

Interact- Apple interacts with their consumers indirectly through their advertising and their application store where they can track their customers choices and predict their needs. This information is then used in the development of new products or generation of offerings and recommendations based on past purchases. (Ferrell and Hartline, 2013).

Customise, is evident in Apple’s release of different size models of their computers, laptops, iPhone and iPad. This is an attempt to add some customisations to their products. However recently Apple, has taken advantage of their camera feature on the iPhone 12 models and above. Apple introduced their new camera which feature a triple lenses camera for a Pro version and Pro Max version. This is a step further in their customisation to appeal to a broader range of consumers, especially as their competitor Samsung was known for having better quality cameras.

A challenge in using this CRM is in Apple’s marketing mix as their product is only assembled in California, they are unable to do what Dell achieved with customisation due to their business model. (Ferrell and Hartline, 2013). However, a benefit for Apple from using the IDIC model are the gains from implementing customisation for products especially as they have gained a cult following of their products. However, there are limitations in their production capabilities as they are unable to offer a wide range of customisation beyond memory and camera quality for their phones and processor, graphics cards, RAM and screen size for their computers.


4. Recommendations
A recommendation for Apple to further improve their CRM and user experience is by continuing with their personalised data approach to influence cross selling and up selling for their products and services. They can improve by adding more upgradeable features, that consumers can build upon for their devices, thus improving customers to have devices personalised for them beyond the App Store. 

Another recommendation would be to add an option for customers to customise more feature through their Apple store’s to be able to differentiate their service and product offerings. 

5. Conclusions

Overall, Apple has been affected by the pandemic, especially in their supply chain shortages and increased costs of components. In other areas, internally they have had to deal with closure of Apple Store locations and their distributers which lead to a decrease in sales. However, due to Apples strong CRM, they were able to leverage on data, as more people were on their devices and their AI got more advanced as a result.

Apple will continue to be a success story by  using customer data to predict trends. Apple has the AppleID, which is required to set up apple products, once a consumer makes a purchase, through this ID. Apple should continue to track purchases in their App Store and provide recommendations based on customer’s downloads. This personalisation is how Apple can sell, cross sell and recommend products on their app store and improve its customer experience (CX) and customer engagement (CE).

This allows for effective up-selling and cross- selling of services or products. Also, Apples feature such as Airdrop which allows the transfer of files between Apple devices, influences consumers subconsciously to purchase Apple products due to the easier syncing of devices.
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