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[bookmark: _heading=h.bw9r2aj5p7e]Introduction
This report will be all about showing different kinds of product demand and its complementary goods demand in a certain market. In this report, the product chosen for the case study is the smartphone of Apple company, which is one of the biggest smartphone companies in the current market. For this study, the complementary good chosen to be is the Samsung smartphone. 
This company is also one of the biggest companies in the current market. This report will be a study of demand and supply between these two companies and shows the negative effects of complementary goods of those two products. 
[bookmark: _heading=h.uqqpputbqet9]
Apple Inc. Company. Description of the business 

Apple in today's world became the leader in the technology sector as it is considered one of the best high-tech innovation organizations in the world. It started its journey in 1976 was founded by Steve Wozniak, Steve jobs, and Ronald Wayne, and came to the market in 1977 (Britannica, 2022). It is an American-based technology company which was known as Apple Computer was one of the first organizations that manufacture personal computers with graphical UI (User Interface) as Stephen G. Wozniak has a long-life dream of implementing his computer. Thus, he met his friend Steve Jobs and started manufacturing and implementing their own peripheral, personal computing devices from the small garage and launched their products in the market, which was a boom in the technologies industry, and now Apply became one of the multinational companies of America and across the world. The company manufactures various products like personal computers, Macintosh, tablet computers, peripherals, electronic devices like music players, smartphones- mobile communication devices, digital wearables notebooks, computer software, Apple TV, and so on (Levy, 2022). 

From the wide range of products manufactured by Apple a specific product, Apple's smartphone is selected for conducting this research. All the products of Apple are highly demandable in the market but selecting iPhones was to analyze how the iPhone created a buzz in the market although it is not the first smart device in the 2000s it was the first which gained popularity in the market and amongst the customers as the first smartphone. 
This was the first smart device which is used by individuals to surf the internet in the real world, and it was the first one that brought the concepts of the App Store and connects people globally through their advanced features like FaceTime video conferencing, iMessage with just the fingertips. Thus, it is selected to understand the market equilibrium and demand and its influence on the customers in terms of price elasticity demand. 
[bookmark: _heading=h.5pwjee2twznt]Question 2
According to Aigner-Walder (2015), the consumers' demands vary as the customers' incomes are limited and they have to invest wisely in the products and services they use. It also states that consumers' preferences and needs change with their age which affects the buying attitude of the consumers and thus, it changes the market equilibrium. Here, it would analyze the iPhone's influence from several aspects to analyze whether the demand is increasing or decreasing in the market. 

Price of substitutes - The substitute of the product implies that due to the increase in the price, the customers are inclined to a similar product in the market in terms of economics. The product Apple launches and sells in the market can be substituted by other smartphone products like Samsung phones. The company launches various kinds of smartphones like Samsung Galaxy A series, Z, S, M, and Galaxy Notes. Currently, the Samsung company is focusing on decreasing the prices of some of their smartphone product, for instance, they drop the price of the Samsung Galaxy S22 by the straight cut of 99.54 pounds and launch for 769 pounds although they sell at a higher price to retain more customers to their business and recover the losses, they faced during Covid-19 pandemic (Editorial Team, 2022). 

As Samsung is reducing the prices of some of their smartphones, many of the customers are inclined towards the Samsung android phones as they are unable to afford the high price of iPhones. Thus, to address this issue, and in need to compete in the market where Apple holds 50% shares and Samsung holds 30%, Apple has reduced the price of their latest iPhone model and launched an iPhone XS of price 749 pounds less than other models like iPhone 14, 14 Plus, Pro Max, and so on (Laricchia, 2022). 


This relationship can be better understood by the below-given charts and graphs.
	Demand and market price of Apple and Samsung

	Companies
	Sale in 2020
	Market Share in 2020
	Sale in 2019
	Market Share in 2019
	Growth in percentage

	Apple
	79942.7
	20.8
	69550.6
	17.1
	14.9

	Samsung
	62117
	16.2
	70404.4
	17.3
	-11.8


Figure 1: Comparison between compliment products 
(Source: Self Report, 2022)
The above-mentioned table is showing the market sales of the company and its substrate product. By observing this table, it can be understood that the company has better growth in market sales than its competitor company. This can be better understood by the below-given charts and graphs.
[image: Chart]
Figure 2: Comparison between sales between compliment products 
(Source: Self Report, 2022)
In this chart, the market sales for those two companies are shown (Which, 2022). In this table, it can be seen that Apple has better sales than its substrate product in the year 2020. However, the previous year both of those companies had nearly an equal number of sales in the market. 
[bookmark: _heading=h.qj3b22xla9cn]Price of complements 
Complements products have a negative influence on the elasticity of demand. For instance, low complementary products have a low influence on the market demand but the complementary products for Androids phones have a negative influence on the elasticity of demand. As the prices of android product increase in the market the price of complementary products like the App Store decreases which harm the organization's sales. Thus, the price of the main product is higher than the price of the complementary product decreases and vice versa in the market (Economics Help, 2022). 
[image: ]

Figure 3: Comparison between compliment product and cross elasticity of demand
(Source: Economics Help, 2022)

In this case, the price of the app store of the company has a major impact on the sales of the product. In recent times Apple has decided to increase its price range to increase their price in the field of the app store of their company. It is also a complementary good for the product. Because of that reason, it can be understood that the price increase may harm the demand for the main product, which is the Apple smartphone. The below-given picture is showing the price change in the app store of the company. 
[image: ]
Figure 4: Average price change of Apple store
(Source: 42matters, 2022)

From the above-mentioned table, the complementary goods price is increasing almost 40 percent from the past year (42matters, 2022). As a result of that, the demand for the main product can be decreased shortly, as a result of the relation of complementary goods. 
[bookmark: _heading=h.n619pn4lo8wc]Consumer Income
Customer income is a way to earn money by the general people of a country by doing weather work or investing activities for earning money. Depending on the customer's income, the capability of purchasing products is also decided in the market. In this case, Apple must decide the pricing level of the product in the market. In recent times the household income of the United Kingdom is a bit low, because of their economic condition. The below-given chart shows the value of this. 
[image: ]
Figure 5: Customer income in the UK
(Source: Statista, 2022)
In the above-mentioned chart, the customer income in this country is lower than usual (Statista, 2022). Because of that reason, Apple smartphones may have a hard time selling their products in that country where the demand is sensitive. Due to its higher price than the other companies that can face a hard time selling their products in a country, which is facing inflection. On the other hand, this company's products are very popular in countries that have a better amount of personal income like Japan, the USA, and other such countries (Matthes, 2022). It can be better understood by the below-given picture.
[image: ]
Figure 5: Customer income in the USA
(Source: Bea, 2022)
The above-given picture it is shown the personal income of the USA (Bea, 2022). 
[bookmark: _heading=h.j3bsvmcacpsr]Consumer tastes & preferences 
There are various kinds of factors that can cause a change in customer taste and preference change for the long term. Those factors are the price of the product, income level of the customer, experience level of a customer, and prices of other related items (Mckinsey, 2021). Sometimes substitute goods also have a role in the customer preferences changing. These factors can be deciding factors for a company's products. These factors can change the preference of a customer. Like how much a customer is willing to pay or how much a customer is expecting from a certain product and much more. In recent times people are more found of a better product at a lower price level. This factor can be headed for the Apple smartphone. It is high pricing and relatively low features can drive its customer's preference for its substrate products. Because of many competitors in the market customer preference can easily be sifted in terms of new technology in the smartphone market (Diva, 2022). However, considering that Apple has a large number of loyal customers, a small number of customers switching to other companies does not affect them drastically.
[bookmark: _heading=h.9rhv9znfxie9]Consumer expectations of price 
Apple is one of the biggest smartphone companies. It is well known for its products, which are one of the best sellers among their customers. It also gives its customers great satisfaction with its well-made system and the next-generation services through its smartphones (Dayaram, 2022). 
However, the company has a higher price level than its competitors, and it can be expected by the customers that the price of the product can be increased shortly also, due to its new model. Because of this factor, the demand can shift for the company. In some cases, it can be seen that the price may not be that high rising with their next product, but it can be above average. If such cases happen then the other rival companies may get a chance to close the gap between Apple's demand and other smartphone companies' demand (Whitehouse, 2022). They can introduce the same amount of technological advancement in their products at a lower price than the company. If the company increases its products at a heavy level, then other companies can steal their customers by providing the same quality product at a lower price. 


[bookmark: _heading=h.4cnzxt4gaw32]Demographics
[image: ]
Figure 6: Customers of Apple Smartphones in the USA
(Source: Demandsage, 2022)
The above-mentioned picture it is described the number of users of smartphones, which is made by apple company (Demandsage, 2022). In the above-mentioned pictures, it can be understood that the users of the Apple company are increasing over the given period. In other words, the number of buyers of these products is increasing at this given time. By understanding this the company has enough customers in the UK, also have a better customer base and market share worldwide. This can be seen below-given picture, in different countries, the percentage of buyers.
[image: ]
Figure 7: Market share of Apple Smartphones in the USA
(Source: Demandsage, 2022)
From the above-mentioned table, it can be seen that the market share of Apple smartphones, is due to the increasing number of buyers of the company's product. In simpler terms, it can be said that due to the increasing number of users of this product, the company earns a better position in the world market. 
[bookmark: _heading=h.dix5vwxffxnj]Question 3
The answer to this question is discussed below.
a) [bookmark: _heading=h.ds2espe9uf6w]Part 1
In this modern world, one of the best sellers in terms of smartphones is made by the brand, which is Apple. It is one of the biggest technological companies, which makes its products with the latest technology and durability. Because of this reason, the price of their product is usually higher than the other companies available on the market. It can be due to the latest technology uses and other such things. Because of the higher price value in the smartphone market. They also made their products in a way that is near the handmade products. Because of these reasons, it can be easily determined that the product of the Apple company is a luxury item. It is also because the other smartphone companies have a lower price level, compared to the smartphone of apple. 
The smartphone is one of the necessary items that a person has in this time and age. But this can vary in the companies, which are preparing those smartphones. As a result of that, the products of the apple company can be considered a luxury item in the market. They also use higher quality metals, and other such items for preparing their products, and because of that reason it can be classified as a luxury item, compared to the other products in the market (Cunningham, 2019). 
In statistical terms, elastic means the reputation of a company, which determines the demand for that product on the market. If the chart shows the value of more than one then the product's demand is good, and if the value goes down below one then the market demand for that product is minimum and it indicates inelasticity. For that reason, it has a close relation to the company's reputation in a certain market. In this case, the smartphone made by the Apple company is determined as an essential luxury item. The demand for this product is also inelastic in the market, because of its high price. Because of its high price, it can stay in demand for a long time in the smartphone market. This brand is only famous for its loyal members. Because of this, it has relatively low elasticity in the market. However, the recent time change in the price level also has a role in this, in near future, the demand for this product can be more eclectic (Enotes, 2022). 
b) [bookmark: _heading=h.23slx2c2grtb]Part 2
Apple company is one of the biggest vendors in the world of smartphones companies. It has users in almost every country worldwide. In the previous part, it was seen that the products that are made by the company are economic luxury goods. It also has a low value of eclectic value in the market. Because of that reason, it can be understood that the company has relatively low users in the market, but still, there are some portions of people that are using this brand, which are their brand lovers (Newman, 2022). Because of these numbers, their demand is still in the market. The users of their brand are still growing, and it also has effects on the global market share, which can be seen in figure seven (Haselton, 2017). This can be better understood by the below-given picture. 
[image: ]
Figure 8: Customers of Apple Smartphones in the World
(Source: Demandsage, 2022)
From the above-given picture, it can be seen that the global users of this company's product are increasing in a very fast way. By this, it can be understood that this brand product can improve their electricity in near future. 
[bookmark: _heading=h.w584tgwpdjit]Recommendation and price policy
In the current market, the Apple company is having very high prices for their products. Because of this reason they have a minimum amount of market electricity, which indicates a low amount of demand for their smartphones. They can change their approach by taking a cost-plus pricing method in their production system (Yelp, 2022). By using this method, the company can earn a limited or a set amount of profit, which can be added up with the cost of goods sold and their selling price. Because of this, they can lower their product price to a level that can attract more potential customers in the market. By doing that they can improve their electricity at a certain point. They can also make some products that are not considered a luxury product in the market and have the same price level as other companies. By doing that they can attract both kinds of people, which are willing to buy premium products of others and users of common products. 
[bookmark: _heading=h.rrszu8qmrt06]Conclusion 
This report concludes the demand and supply of the company's product, which is the Apple smartphone. In this report, the company has a higher price level than the market, which is because of the higher-grade products they are using to make their products. As a result, that their products are labeled as luxury items in this market. It has another effect, which is low electricity in this market. However, their demand is increasing. As a result of that, they have more users in their brand and have a larger value market share. 
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Below is the table showing the iPhone’s Market share in Different regions of the World as of June 2022:

Region iPhone Market Share
Worldwide 27.22%
North America 53.51%
South America 11.9%
Asia 17.42%
Europe 32.35%
Oceania 54.09%

Africa 12.15%
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Here is the overview of iPhone users in the world Since 2010.

Year No. of iPhone users
2010 60 million
2011 115 million
2012 206 million
2013 329 million
2014 442 million
2015 569 million
2016 710 million
2017 814 million
2018 888 million
2019 948 million
2020 1 billion

2021 1.23 billion
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