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[bookmark: _Toc124168077]Introduction
Apple Inc. is a multinational technology firm based in the United States that specialises in consumer electronics, computer software, and online services. Cupertino, in the state of California, has served as the location of the company's headquarters since its founding in 1976 (Annual Reports, 2022). Apple is the most valuable firm in the world (as of January 2021), the world's largest information technology company in terms of revenue (totalling $365.8 billion in 2021), the fourth-largest PC vendor in terms of unit sales, and the world's second largest mobile phone manufacturer (Annual Reports, 2022).

[bookmark: _Hlk92385035][bookmark: _Toc124168078]Apple - Main products: iPhone
One of the main products offered by Apple is their flagship smartphone, iPhone.
Some of the key stats of this product are as follows:
· Over a billion customers in different countries use iPhones as their primary mobile device.
· Since the first iPhone was introduced to the market, over 1.9 billion units have been purchased all over the world.
· In the year 2020, Apple achieved global sales of 206.1 million iPhones.
· The iPhone has a 65% share of all smartphone sale transactions that took place in the United States.
· As of January 2021, Apple was responsible for the development of six of the ten most popular models of smartphone.
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Figure 1 – Number of iPhone users 2008-2020 (Above Avalon, 2020)
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Figure 2 – Number of iPhone users 2008-2020 by year (Above Avalon, 2020)
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Figure 3 –iPhone shipment volumes 2010-2021 (Statista, 2022)
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Figure 4 –iPhone shipment volumes 2010-2021 by year (Statista, 2022)
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Figure 5 –iPhone worldwide market share (Counterpoint, 2022)
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Figure 6 –Top selling smartphones January 2021 (Counterpoint, 2021)
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Figure 7 – iOS market share (Statcounter, 2022)
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Figure 8 – iOS market share by year (Statcounter, 2022)
[bookmark: _Toc124168079]Demand and Market Equilibrium - Apple iPhone
Items are referred to as substitutes when they provide the same purpose yet can be utilised in a variety of different ways. Consumers have a number of options to choose from with these products.
In the instance of Android and iPhone, both have features and looks that are comparable to one another; nonetheless, there is a substantial divide in the amount of brand loyalty held by various consumers. This shows that both items are really bad choices for certain types of consumers in specific situations.

First-time buyers and shoppers
Imagine that an elder has never owned a smartphone before, but their children managed to convince them to get one. There is probably not going to be much of an impression left in their mind that there is much of a distinction between the two mobile devices. When trying anything for the first time, people have a tendency to be more concerned with the more pragmatic aspects of the experience, such as the cost and how simple it is to use. When analysed through the prism of this first customer, both of these choices appear to have a significant degree of demand elasticity that cuts in both directions.
A graph showing the similarities and differences between Apple and Android as possible alternatives (supply and demand).
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Figure 9 – Android versus Apple as substitutes (Source: Author)


If the price of Android phones falls, there should be an increase in the demand for these phones. (advance along the curve representing supply and demand)
As a result of this, there has been a fall in demand for the replacement (namely, Apple's iPhone), which in turn has led to a decrease in total demand. (There has been a change to the left in the shape of the iPhone demand curve.)
Assuming the price of a typical Android phone was reduced by 10%, there would be a 2% decrease in demand for iPhones. The cross elasticity of demand for Android phones (in comparison to that for iPhones) is 2/10, which equals 0.2 in this particular circumstance.
On the other side, the cross-elasticity of demand may be higher, potentially even reaching 1.0, for customers who have never used the product before and who are not loyal to the brand. These customers may not have any prior experience with the product.

The importance of price

According to the charts that are shown above, the price has an effect on the demand for both Android and iPhone. However, in practise, consumers take into account a variety of criteria in addition to price. A significant portion of customers often keep their phones within reach throughout the day. As a result of the fact that we tend to spend a significant portion of the day using our phones, the price at which we are willing to purchase them is fairly inelastic. We are not seeking for the phone with the lowest price; rather, we are looking for the phone with the most features and the fewest limitations possible. Because of this, when we believe that one phone has greater features to the other phone, the price of the other phone becomes less relevant. (Since Apple's phones are normally priced at a premium of 25% compared to those of their competitors, this is excellent news for the company.)
On the other hand, if the quality of Android phones were to increase, this may be a big factor in pushing users to switch from iPhone to Android. The gap in quality that had previously existed between iPhone and Android devices has been narrowed in recent years as a result of improvements made to Android phones such as the Google Pixel 2 and the Samsung Galaxy 8. These days, the quality of an iPhone and an Android phone is roughly equivalent (retina displays, etc.). When iPhones were first made available to the public, it was immediately clear that they would dominate the market. As a result, consumers who were interested in purchasing the "greatest" mobile phone had no alternative except to get an iPhone. However, the creation of new products has increased the variety of options available to Android customers, which indicates that Apple is losing its position as the market leader. This would imply that they are closer to finding an appropriate replacement than they were in the past.

Loyalty to the brand
Consumers place a significant emphasis on the need of maintaining brand loyalty. There are a multitude of factors that contribute to the likelihood that existing iPhone owners will only consider purchasing another iPhone as their subsequent mobile device (Mavis, n.d.). Android is not even close to being a suitable replacement for these devoted customers. 

What factors contribute to the enduring devotion of today's customers to the iPhone brand?
Compatibility: When you purchase a new iPhone, all of your information, programmes, and contacts are instantly transferred to the new device without any mistakes. This not only makes the purchase simpler, but it also frees you from the requirement to spend any additional time doing so. When switching from an iPhone to an Android device, you will need to devote a significant amount of time to the process of importing your apps, contacts, and other types of data. This presents a significant barrier to change.
Products that are designed to work well together: When people say they use Apple products, they frequently imply not only an iPhone but also a computer or one of Apple's other devices, such as a watch. If you switch to Android, you will no longer be able to take use of the advantages offered by Apple's partner devices, such as the capability to seamlessly share contacts and other types of data.
Ease of choice: The sheer number of different phones that may be purchased is mind-boggling. As seen in the image above, the number of models for iPhone is quite high, so one does not want to waste any more time thinking about all of the different Android devices as well when there are so many option available for Apple products.
Be the first in your industry to implement a new practise: The iPhone will continue to have significant brand loyalty because of its widespread recognition as a pioneer in the smartphone industry. This resulted in significant brand loyalty among a huge number of consumers, which was owing to the fact that the product gained great attention due to the unique features and design that it had. Apple is capable of generating media publicity for the introduction of its new products, which is something that Android phones rarely do to the same extent.

The iPhone is currently in a highly beneficial position as a result of the fact that it took the lead in its market early on. Apple succeeds when it comes to retaining a significant number of its current clients because of their loyalty to the brand (Nandagopal, 2018). When it comes to technology items, however, the level of brand loyalty exhibited by a customer over time might shift significantly. Being the first company in the industry does not necessarily ensure long-term financial success because of the high rate at which the business is expanding. Apple now has a greater amount of competition to deal with as a result of Google's entry into the market. Customers may feel cheated by Apple's products if they believe the company's higher prices are not justified by the superiority of the goods they receive.
Short-term demand has a tendency to be price inelastic, but over longer periods of time, people have the ability to change their minds. It is feasible that over the course of time demand may grow more sensitive to changes in price, and that Android will come to be perceived as a more direct replacement. 

[bookmark: _Toc124168080]Price Elasticity of Demand - Apple iPhone
To calculate the degree to which prices are sensitive to changes in demand, one might make use of a specific mathematical formula (PED). The calculation is as follows: percent change in quantity / percent change in selling price.
It works on the same concept as supply and demand, which states that an increase in supply will result in a higher price. Price elasticity is the study that determines the degree to which and the extent of the change in demand that happens in response to a relatively minor adjustment in price. Reputation can be pretty similar to price elasticity in this regard. 
For instance, Apple products are instances of inelastic items since demand is relatively unaffected by tiny changes in price; customers would still line up outside of the store to get a new Apple device. Customers are more likely to make a purchase from one of Apple's rival companies whenever the company makes a price adjustment. This is because there are only a select few brands that are capable of competing with Apple.
Therefore, the PED is an important indicator that should be studied since it helps forecast customer behaviour and whether or not a price change will have a good or negative impact on sales.

Price elasticity is one of a number of other key factors and metrics that are relevant to the smartphones industry, and the other parameters and measures include: pricing monitoring and pricing intelligence.

Large corporations’ managers agree that it is really important to keep an eye on price elasticity. This is because businesses in the smartphones industry do not always make it clear when they are changing their pricing strategies or reducing an item. As a result, well-known manufacturers emphasise the significance of monitoring the development of prices over time. Instead, declining profit margins or generally increasing retail prices are what drive consumer demand for particular brands.
In light of the aforementioned, it is of the utmost need to maintain a close check on the expenses. Because of this sensitivity, products that are elastic or sensitive to price changes are susceptible to the actions of individual resellers. Brands that are able to regulate their prices are aware of the degree to which the prices of their products are elastic, and they use this knowledge to determine the prices at which their products are sold across all retail channels.

The responsiveness of the supply to changes in price
The price elasticity of demand is one quantity that may be used to measure price elasticity; however, this is not the only quantity that can be utilised. In addition to that, there is a concept known as the price elasticity of supply (PES). Calculating the PSE involves using a formula that is very similar to this one: % change in supply / % change in price. To put it another way, it's like looking at PED from the flip side of the same coin.

The idea of a product's pricing being elastic in relation to its supply investigates how the supply of a product reacts when the price of that product is altered. When prices vary for elastic products, there is a greater variety in supply; however, when prices change for inelastic products, the opposite is true. The actual illustration that we are utilising here is a product whose supply has increased by 15% while simultaneously its price has climbed by 10%. Because of the elastic nature of the product, the change in price contributed to an excess of inventory.
Since of this, assessing PES is also significant because it reveals how price impacts supply and what adjustments need to be made to the supply chain in order to accommodate an anticipated price change.

A method for addressing the issue of pricing elasticity
The concepts that underlie price elasticity are intriguing and significant; nonetheless, the question that truly matters is what actions a company had to perform in response to it.
Companies who keep an eye on price elasticity, as was just stated, keep a careful eye on any changes in the price of their products that are passed along through their reseller network and modify both their supply and demand accordingly. In addition to this, they should also watch the behaviour of their customers in respect to the rates that they have available. The behaviour that is taking place right now serves as a trustworthy signal of the behaviour that will take place in the future. If the clients have responded favourably or unfavourably to a pricing change in the past, there is a good possibility that they will continue to respond in the same manner in the future.
Businesses must also be familiar with the concept of price elasticity and delve farther than this concept to comprehend the factors that determine whether or not your products are elastic. As demonstrated by the case of Apple, reputation and customer loyalty to a brand are extremely important components. Apple, Amazon, Tesla, and Google are some instances of corporations that are able to modify their prices with less of an impact on consumer demand because of the size of their audiences for their respective brands.





[bookmark: _Toc124168081]Conclusion
Consequently, if a company like Apple is concerned about the fluctuation of prices, they should take into consideration the following options:

· Before making any changes to the prices, the company needs to work on cultivating brand loyalty among its clientele.
· Before making any changes to prices, it is important to first raise consumers' knowledge through advertising or marketing campaigns.
· Maintain vigilance on the price shifts of its competitors in case they have an impact on the brand (Cross Elasticity of Demand)
· Harmonize pricing with the various stages of the product lifecycle (higher prices at the start, lower prices at the end).

It is impossible to emphasise how significant the elasticity of prices is. In order to make pricing decisions that are both educated and effective for its brand, Apple needs to have an understanding of price elasticity and how it links to a range of other important metrics, behaviours, and revenue generators.
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