[image: ]


Marketing Management LCMB7001 - Assessment 2

Apple Inc.


[image: Icon

Description automatically generated with medium confidence]



Student name: Cristina Georgiana Toma
Student number: 2013027
Lecturer: Tushara Balendran


Table of Contents
1.	Introduction	3
2.	PESTLE Analysis of Apple Inc.	3
2.1.	Political factor	4
2.2.	Social factor	4
2.3.	Economic factor	5
2.4.	Technological factor	5
2.5.	Legal factor	5
2.6.	Environmental factor	6
3.	Porters Five Forces model of Apple	6
4.	SWOT analysis of Apple	7
4.1.	Strengths	7
4.2.	Weaknesses	8
4.3.	Opportunities	8
4.4.	Threats	8
5.	Segmentation, targeting and positioning of Apple	9
5.1.	Demographic segmentation	9
5.2.	Geographic segmentation	10
5.3.	Targeting	10
5.4.	Positioning	10
6.	Marketing Mix (Product, Price, Place, Promotion)	11
6.1.	Place or distribution of Apple’s products	12
6.2.	Apple’s products	12
6.3.	Apple’s promotion	12
6.4.	Apple pricing strategy	13
7.	The Ansoff Matrix	13
7.1.	Market Development	14
7.2.	Product Development	14
Conclusion	14
References	15



1. [bookmark: _Toc60759569]Introduction

This report will provide an analysis on PESTEL, SWOT, Porters Five Forces and Marketing Mix of Apple. In addition, there will be an analysis of the segmentation, targeting, positioning and the Ansoff Matrix of Apple Inc.
In 1976, Steve Jobs and Steve Wozniak founded one of the most successful company worldwide called Apple. Since 1976, when they manufactured their first invention Apple 1 computer, Apple has expanded exponentially reaching to an overall revenue in 2020 of $274 Billion (Apple SWOT 2020, 2020).
Launched in California, United States of America, has become a global multinational company manufacturing from technology goods such as computers, iPad, telephones, TV’s, watches to software services, cloud technology, music platforms and accessories.
Why is Apple one of the most successful company worldwide? This is due to the fact that Steve Jobs has brought on the market some innovative products from iPod to MacBook (Five big things that have made Apple, 2018).  The huge success that iPhone has had in the modern communication technology could not be equaled by its rivals.
According to Apple, the mission statement is “to bring the best user experience to its customers through its innovative hardware, software, and services”. Simply put, Apple is trying to bring advance technology with every product improving people lives, meeting their need with the best products (Apple mission and vision statement analysis, n.d.).


2. [bookmark: _Toc60759570]PESTLE Analysis of Apple Inc.
 
For a company to be successful, it needs to analyze all the internal and external factors to see their role and how to manage them. In this chapter we will analyze the Macro environmental factors of Apple. One of the best tools of analyzing the external factors is PESTEL Analysis. PESTEL analysis is used to describe an analysis of the company’s environment and helps to determine the company performance and actions using the following factors: political, economic, social, technological, environment and legal (Kotler, Keller, Brady, Goodman, & Hansen, 2009).
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Figure 1: PESTEL Analysis (Marketing Theories - Pestel Analysis, n.d.)
2.1. [bookmark: _Toc60759571]Political factor

The political external factors in Apple’s remote or macro-environment mainly present opportunities. The political factor of the PESTLE analysis shows the impact of governments and associated companies on businesses. Improved overall free trade policies are established over time. This external factor expands the opportunities for Apple to supply more of its goods around the world (Apple Inc. Pestle analysis, 2019). This PESTLE analysis also finds the stability of the political environment of developed countries as an opportunity for Apple to expand, contemplating the decreased political challenges involving business strategies in these countries.

2.2. [bookmark: _Toc60759572]Social factor

Apple Inc. can also be affected by the effects of sociocultural developments. This characteristic of PESTEL analysis model is related to the social external factors that affects customer actions and expectations. Social factors of the environment have a direct impact with Apple, due to the fact of the higher access that mobile phones give us these days. This social factor has an impact in the higher requirement of the smart technology and is seen as an opportunity. In addition to the social factors is the addiction that the new improved smart gadgets give us and makes us buy them, leading to the increase of sales. Therefore, the social factor of PESTLE is an opportunity for Apple Inc.
Approximately 38 million Apple iPhones were distributed during the second quarter of 2020. Annually, since 2011, there has been an increase of Apple smartphone shipments in the fourth quarters. The amount of items sent peaked in the fourth quarter of 2016, when over 78 million iPhones were distributed in all the countries (Apple smartphone shipments worldwide, 2020).


2.3. [bookmark: _Toc60759573]Economic factor

Another characteristic of PESTLE is the Economic factor which has a huge impact on every business, especially on Apple. In 2020, all countries worldwide had encountered an economic crisis during coronavirus pandemic. Apple was expecting to have a massive sale decrease because many people lost their income during coronavirus lockdown. However, Apple has managed to sell more products compared to the previous year. Therefore, the economic factor of PESTLE is seen as an opportunity for Apple. If we have a look at the financial statement of Apple Inc. from 2020, we see an increase of 5.5% of the revenue compared with 2019. The revenue for 26 September 2020 was $274,515 compared with 28 September 2019 when it was $260,174 (Consolidated Financial Statements, 2020).

2.4. [bookmark: _Toc60759574]Technological factor

A very important factor in PESTEL analysis is the technological factor. Nowadays, technology is developing and improving day by day. This applies for Apple, but also for its rivals. As an example, Google and Samsung have a very powerful capacity to replicate Apple goods and services, due to the fact that it took almost a year to replicate Apple payment. This means that Apple cannot have for a longer period of time unique products.
On September 2014, Apple Inc. has revealed Apple Pay, a new type of service payment through the smartphone that is easy, secure and private (Apple announces Apple Pay, 2014).  Samsung Electronics, revealed in 2015 that Samsung Pay, a safe and user friendly mobile payment service that can be used to make payments almost in all places where cards are accepted, will launch in the United States on September 28 (Samsung Announces Launch Dates for Groundbreaking Mobile Payment Service: Samsung Pay, 2015). 

2.5. [bookmark: _Toc60759575]Legal factor

Apple Inc. operates worldwide which makes it at risk to many legal factors and litigation and that is why the legal factor of PESTEL can be seen as a threat. Apple is running under a legal pressure in its native country, America. After many complaints regarding iPhone slowdown saga, Apple Inc. faces over 60 lawsuits globally. The complaint, describes as one of the biggest customer frauds in history, involving hundreds of millions of smartphones across the world, mentioning that Apple deliberately degraded devices as a plan to increase the revenue. The first complaint was recorded in December 2017, after Apple Inc. divulged that it controls the functioning of some older iPhones with chemically aged batteries when needed in order to avoid the mobiles from unpredictably shutting down (iPhone throttling lawsuit, 2019).


2.6. [bookmark: _Toc60759576]Environmental factor

The environmental factor of PESTEL analysis is seen as an opportunity due to the fact that Apple is trying to be environmentally friendly. Many environmental specialists claim that Apple is harming the natural environment. Manufacturing smartphones is dangerous to the environment as it involves dangerous extracting practices. In addition, it involves the use of hazardous chemicals with no suitable recycling system. Though, Apple has announced that its products are going to be carbon neutral by 2030 (Apple commits to be 100 percent carbon neutral for its supply chain and products by 2030, 2020).

3. [bookmark: _Toc60759577]Porters Five Forces model of Apple

Porter claimed that the principle of strategy formulation is dealing with the rivals and to carry out a fundamental analysis of the industry to determine the strengths and weaknesses of the competition and also establish the competitive structure of a target market. The important components in Porters 5 Forces analysis can be categorized as the threat of new entrants and threat of substitutes, the bargaining power of suppliers and the bargaining power of buyers, and the competitive rivalry (Griffiths & Wall, 2011). 
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Figure 2: Porters Five Forces model (5 forces analysis, n.d.)

The competitive rivalry is strong because of all the strong rivals of Apple Inc. As it was mention before, it took Samsung and Google almost one year to replicate Apple Pay. Dell and HP are the biggest competitors of the computer manufacturers, and Samsung is the first rival around smartphones, among others (Apples main competitors, 2019).
The bargaining power of buyers is strong for Apple because of the lower cost of its rivals’ products. As an example, according to Apple, iPhone 11 is selling at the price of £749 and according to Samsung, the price of Samsung Galaxy S20 is £699.
Apple encounters the weak force of the bargaining power of suppliers. This part of Porters 5 Forces analysis implies the power of suppliers in enforcing their requests on the organization and its rivals. For Apple, suppliers have a weak bargaining power established on the following external factors: moderate number of suppliers, moderate overall supply (Apple Inc. Five Forces Analysis, 2019).
For Apple Inc., the threat of substitutes is a weak force due to low involvement for the substitutes. As an example, a substitute for iPhones photos, is the digital cameras to take pictures. The substitute in using iPhone to make a call is using the landline telephones. These alternatives have low execution because they have reduced characteristics. Usually, consumers would rather use Apple inventions due to the accessibility and innovative functions and the easy way of maintaining them. 
The threat of new entrants of Apple is a moderate force, due to the fact that Apple is a strong brand. This part of Porters 5 Forces analysis implies the impact and probability of new competitors joining the market. To compete with Apple, the new organization needs to develop a tougher brand which requires a higher capital and more innovative products. Even though Google has the finance to compete with Apple and they manufactured some smartphones, Nexus could not beat Apple on its features and innovation.

4. [bookmark: _Toc60759578]SWOT analysis of Apple

Understanding the business situation is essential to a strategic planning method. Along with the most valuable tools to simplify such understanding is the SWOT analysis. This tool helps companies to achieve a better image of their internal and external business situation when making strategies and choices by evaluating and positioning the company's resources and environment in four steps: Strengths, Weaknesses, Opportunities and Threats (Phadermrod, Crowder, & Wills, 2019).
4.1. [bookmark: _Toc60759579]Strengths 

The big strength of Apple Inc. is that is the leading innovator between the electronic brands. In addition to that, the revenue of Apple shows how is increasing every year (Figure 3).

	
	30.09.2017
	29.09.2018
	28.09.2019
	26.09.2020

	Apple Revenue
(millions)
	$229,234
	$265,595
	$260,174
	$274,515


Figure 3: Apple revenue 2017, 2018, 2019, 2020 
To add to this, Apple has a high brand recognition, high quality customer experience (Customer experience insights by Apple, 2020) and a strong marketing team.
4.2. [bookmark: _Toc60759580]Weaknesses 

The weaknesses of Apple are the high prices, however, Apple is considered a luxury brand (Apple thrives by going upscale, 2018) and people do not mind to pay more for quality, innovation and experience. Another weakness of Apple is the incompatibility between iOS and Microsoft, after using a PC and moving to a MacBook Pro everything is different. In addition to that, the former situation with the batteries from 2017 where Apple deliberately degraded devices from iPhone is showing another weakness (iPhone throttling lawsuit, 2019).
4.3. [bookmark: _Toc60759581]Opportunities 

The opportunities of the SWOT analysis for Apple Inc. are the high demand of the Apple products and the growth in the communication devices market. Research shows that there is a high requirement for Apple devices, especially a growing demand for iPhone because of the lower prices of some devices like iPhone 11 and the unavoidable aging of the older models (Apple iPhones are in demand again, 2019). 
CEO Tim Cook declared in one of his interviews that Apple Inc. did not aim to sell low-cost phones. The objective was always to deliver the top-quality products (Apple never had an objective to “sell a low-cost phone”, 2013).  On evaluating the statistics of Apple, we can see that even with the price difference from its rivals, the organization still enjoys growing in the market demands in the smartphone industry. Apple recorded a market share of 46.65% of UK smartphone market share in the third quarter of 2020 (Apple market share in the UK, 2020).
4.4. [bookmark: _Toc60759582]Threats 

As threats we can enumerate the evolving environment of electronic communication, reputation due to some scandals and complaints and the growth of Android. The environment of the electronic communication devices is continuously developing. Apple Inc. has to keep up with the innovative modern world or it will fall behind the competition. Because of the strong competition in the communication market, Apple is obliged to continuously create and adjust its products to meet the needs of customers. As it was mention before, Apple was involved in some legal complaints that affected the company, however the come back was stronger than before. After ten years of Samsung Galaxy, more than half of the world owns an Android smartphone and this is threating Apple in a minor way (Android global smartphone growth, 2019).
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Figure 5: Android and iPhone users worldwide (Android global smartphone growth, 2019)


5. [bookmark: _Toc60759583]Segmentation, targeting and positioning of Apple

Segmentation is all about dividing a market into different group of customers who have distinct needs, characteristics or behaviors, and who might need individual approaches or mixes (Kotler, Armstrong, Harris, & He, 2019).
Apple Inc. segmentation, targeting and positioning is the foundation of its marketing efforts. Segmentation is all about splitting population into groups corresponding to certain characteristics, whereas targeting involves selecting specific targets identified as an outcome of segmentation in selling the products. Positioning indicates the range of the marketing mix that is the most appropriate for the target buyer segment.
 
5.1. [bookmark: _Toc60759584]Demographic segmentation

Apple has a broad variety of items. With their products, they offer innovation, originality and quality technology to all consumers. Apple’s products are from diverse segments.  The demographic segmentation is all about the age, gender, income and the occupation of the users. Apple Inc. has more 1.5 billion consumers and their market is growing with each product release.
[bookmark: _Hlk60670025]The target age group of Apple Inc. is between 22 and 55 years old. However, with every product, the age target market differs. Such as the iPhone, iPad, iPods and MacBook are mostly used by the people with their age between 20 and 45. To add to this,  iTunes, Apple Pay, App Store and iTunes store are used by the people with their age between 18 and 30. In addition to that, Apple Watch, Apple TV and accessories are used by the people with their age between 20 and 45+ (Target market analysis of Apple Inc., n.d.).
For the gender segmentation, studies show that the current male to female user rate is 60.8% and 39.2% (Target market analysis of Apple Inc., n.d.). Therefore, the gender target market has an incline towards the male gender.
Regarding the income segmentation, Apple Inc. target market is the medium to high income households (Target market analysis of Apple Inc., n.d.).

5.2. [bookmark: _Toc60759585]Geographic segmentation

Apple Inc. owns over 500 retail stores across 25 countries around the globe including Dubai, China, London, New York and the latest store opening were in Singapore, Bangkok and Kawasaki (Apple retail stores, 2020). 
Related to the occupation group segmentation, the majority of the Apple consumers are highly educated. Students, executive, managers that have an active social life are the principal target market of Apple. Due to the fact that 64% of Apple’ consumers have a college degree, we can mention that the Apple users are more educated and wealthier compared with the competition (Target market analysis of Apple Inc., n.d.).

5.3. [bookmark: _Toc60759586]Targeting
Targeting is all about assessing every market segment’s attractiveness and choosing one or more segments to operate (Kotler, Armstrong, Harris, & He, 2019).
For the target strategy, Apple is using concentrated marketing that is focusing on small group of individuals. In the first target group we usually find teenagers, or people who are doing sport and are listening to music more often using the iPod and iTunes. In the second group we can find children who are using iPad, students or people who work for corporations who are using iPhone, Apple Watch and MacBook. In the last category we have older people who are using Apple TV and Apple Books.

5.4. [bookmark: _Toc60759587]Positioning 
Positioning of a product is the method a product is characterized by customers on essential attributes – the position it occupies in customers’ minds compared to rival products (Kotler, Armstrong, Harris, & He, 2019).
Steve Jobs has positioned Apple to be a lifestyle product for wealthy people, visionaries and people who have better jobs. Apple products have become desired, luxury goods, however they are not that affordable (Apple market positioning, 2011). Steve Jobs characterized the position of Apple in three core principles: simplicity, creativity and humanity (Power Apple brand positioning, 2019). The brand identity, the design and quality of the products and the advertisements have contributed to the positioning of Apple. For iPhone 12 and iPhone 12 Mini, Apple had used celebrity endorsement advertise to promote the smartphones (Apple enlists influencers to promote iPhone 12 mini on TikTok, 2020).
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Figure 6: Apple Perceptual Map (Brand association map Apple, n.d.)

6. [bookmark: _Toc60759588]Marketing Mix (Product, Price, Place, Promotion)
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Figure 7: Marketing Mix 4Ps (Marketing mix, 2020)

Marketing Mix is a approach that an organization is using to create a product or a service offering for its buyers. Marketing mix strategy is designed applying the 4Ps of marketing: Product, Place, Price, Promotion (Marketing Mix, 2020).

6.1. [bookmark: _Toc60759589]Place or distribution of Apple’s products

Apple is using two way to distribute its products, online distribution and offline distribution. For the offline distribution, Apple is using Apple store to sell its products. In addition to that, Apple has authorized other sellers such as telecommunication companies (Tesco mobile, O2, EE, Vodafone, Three), retails shops ( Currys PC World, Carphone, Argos, John Lewis) to sell its products. However, Apple products can be distributed online as well through the websites of the companies mentioned before.

6.2. [bookmark: _Toc60759590]Apple’s products

Apple’s product mix consist of goods and services that involves information technology. Apple is offering the following products and services: iPhone, MacBook, iPad, iPod, Apple Watch, Apple TV, digital content, accessories, software and cloud services (Apple products, 2020). In addition to that, along with its products, Apple is offering a luxury brand, an experience while using its products, unique packaging design and products, innovation and quality of the products. Apple’s main idea and method for accomplishment have combined technology with simplicity, creativity and design, and discovered a successful formula (Why is Apple more successful than other companies?, 2019)

6.3. [bookmark: _Toc60759591]Apple’s promotion

Apple promotes its products and services in several ways, including various communications channels and parties. Apples is using the following channels to promote its products: advertising, personal selling and public relations.
Apple Inc. promotion focuses on how their products are different from their rival’s products and they are based on commercials (TV and online ads) and print ads (Four powerful ps you need to know about Apple's marketing mix, n.d.). Personal selling is referring to the Apple store employees who are well trained to know anything about the product’s features and services and how to use them. Another important element of Apple’s promotion is their yearly keynote speeches, where they keep the users involved providing information about the upcoming products (Apple events, 2020). 

6.4. [bookmark: _Toc60759592]Apple pricing strategy

The price strategy that Apple is using when selling its products is price skimming. Organizations launch a new technology favor establishing high prices to maximize market skimming. An organization could aspire to be the product quality leader in the market. Various brands struggle to be reasonably priced luxuries – goods or services characterized by high levels of recognized quality, taste and reputation with a price just high enough not to be out of customers reach (Kotler, Keller, Brady, Goodman, & Hansen, 2009).
Due to the innovation, quality and technology in their products and services, consumers are okay with paying a higher price compared to the other brands because they are paying for a luxury brand (Why Apple wants you to believe it is a luxury-goods company, 2015). Apple usually does not offer sales on their goods and their price is typically standard and it does not go down until a new model is launched.

7. [bookmark: _Toc60759593]The Ansoff Matrix
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Figure 8: The Ansoff Matrix  (The Ansoff Matrix, 2017)

The Ansoff Matrix is a strategic framework designed to help the organization find out which of the four strategic paths should take to successfully expand the business (The Ansoff matrix helps organizations grow, 2017).

7.1. [bookmark: _Toc60759594]Market Development

Market development is all about selling current products in new markets. Apple Inc. is doing this by constantly growing into new geographic markets by opening Apple stores to make available the access of products for consumers directly from the company. First international growth was accomplished in 1980 when Apple opened its store in Ireland. Since then, it has been developing and how it was mentioned before, now has retail stores in 25 countries (Apple retail stores, 2020). The organization also categorizes new distribution channels for every new market to match the requirements of the local customers. In addition to that, it has also progressed into different growing markets rather than limiting itself to key markets such as India and Indonesia (Apple focuses more on emerging markets, 2016). 

7.2. [bookmark: _Toc60759595]Product Development

Product development is all about creating new innovative products and selling them in the current markets. Apple Inc. is the leader innovation and product development. Apple usually innovates and creates new versions for its smartphones, iPads, MacBook and other electronic devices and releases them in its current markets. The best example is the iPhone, which is frequently launched, and the last model is iPhone 12 (iPhone 12 and iPad air are here, 2020). In addition to that, Apple also introduces a variety of options of the same model to produce diversity and attract consumers with diverse technological desires. Moreover, this diversity also lets Apple to gain new consumers and provide existing consumers with new products. Apple’s products are first introduced in the United States and Europe and then in the other markets.


[bookmark: _Toc60759596]Conclusion

Apple is a strong brand, that offers to the market innovative, high quality products and services. Apple is successful in selling its products and had highest consumer satisfaction ratio because they offer an experience, not a product. The weakness is the high priced products, however many people still choose Apple products. Their innovative products are selling worldwide and their target market is expanding. Apple’s products target all the age group which is favourable for Apple revenue. Their unique products are having huge success, therefore Apple doesn’t have any problem in selling its products in newer markets.
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