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The Description of the Scandal

[Brief Introduction of Apple Inc.

] * An American technology company
that designs and sells mobile
communication, media devices,
personal computers, and a variety of
related software, services, accessories.

* One of the most valuable brands In
the world

* Top 5 in Fortune 500

* Tim Cook has been it's new CEO
since 2011




The Description of the Scandal

[Frequent Scandals in Recent Years]

®|phone4: Antennagate Scandal

®|phoneb: Battery Problems

®|Phoneb Plus: Bend-gazi

®|phonebs, /: Slowdown Scandal




The Description of the Scandal

[Relevant Background Information]

® A perennial question : Does Apple slow down older IPhones to make you
buy new ones?

® Benchmarking company Futuremark: Despite what you might feel on a day-to-
day basis, your IPhone’s processor and graphics chip are as fast as the day
you bought it. (the Guardian, 09/10/2017)

® A new analysis of performance data has reignited the debate: Whether apple
Intentionally slows down older Iphones?

® According to user report: older IPhones with ageing batteries performed worse
than the same smartphones with replacement batteries. (the Guardian,
19/11/2017)



The Description of the Scandal

[Who actually exposed this scandal]

* Tyler Barney, 1/, discovered Apple
iIntentionally slows down older iIPhones to
force users to upgrade.

- * He did some research and found that
Apple slows performance to preserve the
life of older lithium 1on batteries.

* Barney then took to the message board
website Reddit, where he posts under the
username TeckFire, to share his findings.

* His post went viral and led to Apple's
admission.




The Description of the Scandal

[Response from the organization]

222007 Apple admits slowing older iPhones

the svardian) - hecause of ageing batteries
N g

2011212017 Apple apologises for slowing down older
the Guardian) — jphones with ageing batteries

\

s0/12/2017  Apple slashes iPhone battery replacement
thesuardian) — cost by $50 amid criticism



The Application of Theories and Models

[CSR Theories and Model]

Friedman(1970):

Stockholder Theory

“the sole responsibility of a

business Is to use its resource’s
and engage In activities designed
to increase profits so long as it
stays within the rules of the
game, which Is to say, engages In
open and free competition

without deception and fraud”.

Sternberg(2000):

* There IS a human rights case
against CSR, which Is that a
stakeholder approach to
management deprives
shareholders of their property
rights.

* Ordinary decency, honesty and

fairness should be expected of
any corporation.



The Application of Theories and Models

[CSR Theories and Model]
Carroll(1991): Freeman(2008):

| Philanthropic
/| Responsibilities

* That the main goal of CSR Is

Be a good corporate

/ citizen. to create value for key
f_.f’ ... stakeholders and fulfil our
/ " responsibilities to them.
/ Legal

f Responsibilities

| * Stakeholder Theory

| Obeg the law.

Economic
Responsibilities

Be profitable.




The Application of Theories and Models

[Stakeholder Theory and Analysis]

* Any person or organls.atlon.who can [ Shareholders J [ Media ]
be positively or negatively impacted
by, or cause an impact on the actions
of a company (Freeman,1984). \ /

* The Individuals and constituencies that [StakehOIders]
contribute, either voluntarily or / \
iInvoluntarily, to its wealth-creating
capacity and activities, and are
therefore its potential beneficiaries and [ Customers J [ Govemment]

/ or risk bearers (Post, Preston & Sachs,
2002).



The Application of Theories and Models

[Stakeholder Theory and Analysis]

Shareholders Customers Government

* Share price dropped . * Questioned by US
sharply. Be suspicious Senate, Department of

Justice and the Securities

e 16M iPhone sales “at and Exchange
risk” in light of $29 Commission

* Tested consumers
battery replacement lovalt
program. yary * Even French government

opened Investigation

* Less than satisfactory



The Evaluation of the Scandal

[Possible causes of iPhone slowdown]
Apple Statement ---

* "Our goal has always been to create
products that our customers love, and
making 1IPhones last as long as possible
IS an Important part of that.”

* In cold conditions, have a low battery
charge or as they age over time result
In the device unexpectedly shutting
down to protect Its electronic
components.

77?77

Media/consumers ---

* A fraud designated to spur
upgrades to the latest model.

* Force customers to buy a
new one.



The Evaluation of the Scandal

[who was blame for the scandal]

Tim Cook needs to take responsibility for Apple's battery scandal?

* Apple made a rare public apology on its website on Thursday about the issue,
But one thing it's missing is a signature: The apology comes “from Apple,” and
It's not sighed by of its high-paid executives, like Apple CEO Tim Cook.

* No Apple executives have publicly commented on the scandal.

* Making a public apology seems like part of the job responsibility for a CEO.

* |t seems like attaching his name to an apology Is the least he can do for Apple
users who now feel betrayed.



The Evaluation of the Scandal

A Message to Our Customers about iPhone
Batteries and Performance

We've been hearing feedback from our customers about the way we handle performance for iPhones with
older batteries and how we have communicated that process. We know that some of you feel Apple has let
you down. We apologize. There's been a lot of misunderstanding about this issue, so we would like to
clarify and let you know about some changes we're making.

First and foremost, we have never — and would never — do anything to intentionally shorten the life of any
Apple product, or degrade the user experience to drive customer upgrades. Our goal has always been to
create products that our customers love, and making iPhones last as long as possible is an important part
of that.



The Evaluation of the Scandal

Addressing customer concerns

We've always wanted our customers to be able to use their iPhones as long as possible. We're proud that

Apple products are known for their durability, and for holding their value longer than our
competitors’ devices.

To address our customers’ concerns, to recognize their loyalty and to regain the trust of anyone who may
have doubted Apple's intentions, we've decided to take the following steps:

« Apple is reducing the price of an out-of-warranty iPhone battery replacement by $50 — from $79 to
$29 — for anyone with an iIPhone 6 or later whose battery needs to be replaced, available worldwide
through December 2018. Details will be provided soon on apple.com.

« Early in 2018, we will issue an i0S software update with new features that give users more visibility into
the health of their iPhone’s battery, so they can see for themselves if its condition is
affecting performance.

« As always, our team is working on ways to make the user experience even better, including improving
how we manage performance and avoid unexpected shutdowns as batteries age.

At Apple, our customers’ trust means everything to us. We will never stop working to earn and maintain it.

We are able to do the work we love only because of your faith and support — and we will never forget that
or take it for granted.



The Evaluation of the Scandal

[the impact of the scandal]

Economic impact Reputational Impact
* Sales and share price
dropped sharply. * Some conspiracy

theories may claim
* Under French law,
companies risk fines ¢ Many consumers were
of up to 5 percent of frustrated with Apple.
their annual sales.
* Amajor hit to Its
reputation

Jurisdiction problem
Facing almost 60 class-
action lawsuits.

Four members of the
House of Representatives
have sent a letter to Tim
Cook about Apple’s

policy.

Suits in at least six other
countries.



The Evaluation of the Scandal

[current position and what’s next]

Customers can make their own decision about what to do with

their current IPhone.

Faced with a dilemma ---
Will it work toward greater transparency, to keep
Informed and avoid PR disasters like this in the future?

users

Or will 1t continue to work silently, allegedly preserving the

functionality of Its devices by whatever means
appropriate?

it deems
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