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Introduction


The technology industry has been growing rapidly in the past decade. There are many technology companies have excellent performances by releasing incredible technology products such as Apple, Samsung, and Microsoft Corporation. Among all of the technology businesses, Apple is one of the most successful company by developing and introducing disruptive technologies such as iPhone and MacBook. This case analysis is going to review Apple’s background, which includes the company’s vision and mission statement, history and timeline, and the overview of its industry and company. Also, Apple’s strengths, weaknesses, opportunities, threats, the external and internal environment will be analyzed to determine its problems and alternative solutions to improve business performance. Apple’s external environment will be analyzed base on the general environment, its industry, and its major competitors. The internal environment of the operation will be analyzed base on its financial ratio, resource-based view, and balanced scorecard. All of the analyses use the data in the case year of 2018 to identify three major problems of the business that can be solved by the chose solutions. Also, the recommendation will be made based on the examination. 
Background
Vision Statement


“We are confident and determined to produce competency, and that fits the world’s state of technological advancement with limited changes. We are always focusing on innovating. We believe in the simple, not the complex. We believe that we need to own and control the primary credibility and compatibility behind the products that we make and participate only in markets where we can make a significant contribution. We believe in saying no to thousands of projects so that we can focus on the few that are truly important and meaningful to us. We believe in collaboration and diversity of our groups, which allow us to innovate in a way that others cannot. And frankly, we don’t settle for anything less than excellence in every group in the company, and we have the self-honesty to admit when we’re wrong and the courage to change. And I think regardless of who is in what job those values are so embedded in this company that Apple will do extremely well.” (Rowland, 2019)
Mission Statement


“Apple designs PC is set to be competitive the best personal computers in the global market, along with OS X, iLife, iWork and professional software. Apple is designed to suit the need for digital music revolution with its iPods and iTunes online store. Apple has reinvented the mobile phone with its revolutionary iPhone and App Store and is defining the future of mobile media and computing devices with iPad.” (Rowland, 2019)
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Apple has a mission statement that identifies some of David’s components in 2010. This is an effective mission statement. The firm has remarkable products that have cut a niche for themselves. Apple products are marketed worldwide, and the company is one of the most profitable in the world. The company produces a variety of products, which are all of high-end value. Apple focuses on future revolutionary technologies and products. The mission statement is above the contemporary firm’s missions (Lusted, 2012). 

    

Apple's mission is to bring unrelenting user experience to the customers through its innovation. Apple improves its software, hardware, and services regularly to fit the desires of the customers as it fights to keep up with technology innovations. Apple has a vision of making great products that do not change. Apple’s mission and vision are highly lenient to the customer’s experience. While making its products, Apple considers consumer reactions and satisfaction. If the customer is not satisfied, Apple Inc. is ready to receive back the products that customers have declined and design the products to fit the customer desires. Even with the changing technology, Apple Inc. is always matching with the technology to ensure its customers are upfront with the technology.

History/Timeline 
1976:
Apple computer company is established by Steve Jobs, Steve Wozniak, and Ronald Wayne (Lusted, 2012).
1977:
Apple Computer Inc. is incorporated on January 3rd without Ronald who has sold his shares to Jobs and Wozniak (Lusted, 2012).
1980:
The company average annual growth of 533% since its inception crossing the 100 million dollars from the sales of Apple and financial support of new investor Mike Marrkula (Lusted, 2012). 
1984: 
Apple launches the Macintosh, the first personal computer to be sold without a
 

programming language (Lusted, 2012).
1988: 
Apple launches the Macintosh 2, the product does well due to the already impressive
 
precedent set by the Macintosh 1 in the mid-1980s (Lusted, 2012).
2007: 
The first iPhone was released (Lusted, 2012).
Industry


According to Alex Peyne (2012), “You are a technology company if you are in the business of selling technology. That is to say, if your product – the thing you make money by selling – consists of applied scientific knowledge that solves concrete problems and enables other endeavors, you are a technology company.” Apple Inc. is a multinational technology company which headquarter is in Cupertino, California, USA. (“Apple,” n.d.).  Apple is the most profitable company that designs, develops, and markets, consumer electronics, computer software, computer peripherals, and online service. 

In 2019, Apple posted Q1 revenue of $84.3 billion, with the iPhone business accounting for 61.7% ($52.0 billion) of total sales. Apple’s growing services segment made up 12.9% of revenues, ahead of the Mac, which generated 8.8% ($7.4 billion) of total revenue. The wearables, home, and accessories segment comprised 8.7% ($7.2 billion) of sales, and the iPad accounted for 8% ($6.7 billion) (Apple, 2019). Apple currently had $260.1 billion in revenue, according to its fiscal third-quarter 2019 report (Yahoo Finance, 2019). In Q1 2019, Apple’s tablet market share was 38.1% (Owen, 2019), and its wearable devices market share was 26% (IDC, 2019). The Compound Annual Growth Rate (CAGR) of Apple in 5 years is 7.3% when the median company in the Information Technology sector has CAGR in 5 years of 7.4% (“Finbox,” n.d.). 

Apple is a multinational high-tech sector. It has a lot of competitors such as Google LLC, Samsung Group, Microsoft Corporate, Huawei Technologies Co., Ltd., Lenovo Group Limited, etc. Samsung and Microsoft are the direct competitors of Apple, as they have a lot of similarities in product categories. According to the third quarter of 2019 in mobile operating system in global market, Google’s Android had 76.24% of market share, Apple’s iOS had 22.48% of market share, Samsung had 0.18% of market share, and Microsoft’s Windows had 0.17% of market share (“Global Stats,” 2019). Additionally, in the worldwide smartphone market, the first quarter of 2019, Samsung was on the top position which owned 23% of market share, Huawei was on the second with 18.9% and followed by Apple held 11.8% of market share (Chau & Reith, 2019).
Company Overview



 Apple Inc. was founded on April 1, 1976, by college dropouts Steve Jobs and Steve Wozniak. The company was first located in Job’s garage (“Biography,” 2019). Apple Inc. was first introduced as a personal computer. After years, Apple manufactured its low-cost desktop, Macintosh, and popularized the graphical user interface (GUI). Year by year, Apple improved and developed its technology and launched the iPod – mp3 players, iPhone – smartphones and iPad – tablets. Apple's online service does not only market its products, but consumers also can easily place an order to purchase the products from Apple Online Store or arrange shipment to an Apple Repair Center through online service. It also provides the contact support by phone or calls to assist the consumers in understanding more information about its products and services.  Its product categories include hardware and software. The device consists of the iPhone, Apple TV, Apple Watch, Airpods, Beats by Dre, Beats Pill, HomePod, Silicon Chips, Mac, iPod, and iPad. The software includes macOS, iOS, watchOS, tvOS, audios, CarPlay, iLife, Siri, etc. 



Apple offers superior products and services at exclusive prices, but it is still highly demanding in the global market with a stable market share and high-profit margin. Apple’s objective – to offer premium quality products with advanced technology for the best user experience to the worldwide market is the primary reason for the achievements. For Apple’s fiscal 2020 first quarter, it is expecting a revenue between $85.5 billion and $89.5 billion, gross margin between 37.5 percent and 38.5 percent, operating expenses between $9.6 billion and $9.8 billion, other income/(loss) of $200 million, and tax rate of approximately 16.5 percent (“Apple,” 2019).
Company Strategies 


Apple serves consumers globally; it has a broad target market, and its products and services are distinctive for consumers. Hence, it is defined as differentiation in the business level strategies. Apple has product differentiation with unique designs and innovative technology as its competitive advantage in the industry. Apple has the most recognizable logo, a bitten apple on each of its products. Besides. Apple keeps its product designs comfortable and unique. It is never too complicated for a new consumer to use Apple products. The innovative technology developed by Apple makes it always the first mover in the industry. For instance, Apple was the first company that broke the mold in launching an entirely new standard for computer-based phones, iPhones. It always brings the products of unexpected innovation to the markets. 



Apple was in the low levels of diversification with a dominant business type. Its 70% - 90% of revenue came from the computer business between 1976-1996 (“Bartleby Research,” 2012). Ever since it started to innovate various types of products, it becomes moderate to a high level of diversification with related constrained diversification. The development of iMac, iTunes, iPod, iPhones, iPad, iOS, and more products have diverse Apple computer business into numerous electronic products which creating value by connecting (Rawlinson, 2017). The products’ value increase as the capabilities of products is maximized by sharing resources and technologies. 



Apple focuses on global strategy as it is engaged in manufacturing, designing, and marketing its standardized products and services across country markets. Apple is focused on efficiency not only on its products but its worldwide distribution through retail stores, online stores, cellular network carriers, wholesalers, retailers, and resellers. Apple uses vertical integration strategies in the smartphone industry as it expands its productions and distributions around the world and implements a forward integration strategy to control the distributions and retailers across the globe.  



Also, Apple uses product development as an intensive strategy to fulfill its business-level strategy and support the long-term growth and success of the company’s technological goods and services. For example, Apple continues to innovate products like the iPhone, iPad, and Apple Watch. In this intensive growth strategy, the company grows because new products allow the business to generate more revenues, such as through the sale of new iPhone models. Apple Inc. uses market penetration as its second most significant intensive strategy for growth. Market penetration involves gaining a larger share of the current market by selling more of Apple’s existing products. For example, Apple applies this growth strategy by selling more iPhones and iPads to its existing markets in North America (Mattera, 2015). Also, it achieves more sales by adding more authorized sellers to boost competitive advantages in its current markets.

Competitors 


One of the key competitors of Apple, Samsung Electronics, is a multinational conglomerate company in South Korean with enormous production in electronic devices such as appliances, mobile, computing, and so on (“Samsung,” n.d.). Samsung is the major competitor for Apple in the product of personal computers and smartphones. Apple’s differentiation strategy of focusing on simplified and unique design, friendly user experience, and innovative products make an outstanding performance compare to Samsung products. 



Microsoft Corporation, another competitor of Apple with headquarter in Redmond, Washington, USA (“Microsoft,” n.d.). It is a multinational technology company that manufactures consumers, electronics, computer software, personal computers, and related services. Even though Apple and Microsoft are competitive in hardware and software products as both have the edge of advanced technology, each company applies different strategies in its business model. Apple keeps its products simple and easy to use while Microsoft focuses on its licensing of software. Both companies’ business model is different, but their constant successful breakthrough on each technology that makes them competitive.  

Strategic Analysis

External Environment: General Environment (Hitt, Ireland, Hoskisson, 2007)

The United States of America has an ever-changing environment. The general environment of the U.S.A. has several factors to consider demographics, socio-cultural, economic, political-legal, technology, and global factors. These factors shape a business’s environment through consumer and government change.  

Demographic 
The recent demographic trends include population sizes increasing, the older generations are distributed across the United States, and median household income is slowly growing. Currently, Hispanic and Asian populations are growing in size. By 2055, the breakdown estimated for each population will be 48% White, 24% Hispanic, 14% Asian, and 13% African American (U.S. Census Bureau, 2019). Older people are distributed across the United States in rural and urban areas. From 2012 to 2016, the American Community Survey (ACS) reported that there were 46.2 million in the older generation that is located in the United States. The aging population at 10.6 million live in rural appointed areas, according to the U.S. Census Bureau (Smith & Trevelyan, 2019). The median household income has risen in 10 of the 25 most populated regions between 2017-2018 by 0.8%. The 2018 income per median household has been the highest income measurement, according to the ACS (Newsroom, 2019). These three elements all makeup essential aspects of the demographic factor.
Sociocultural 
The number of women in the workforce is increasing each year; there is a rising concern for climate change and environmental issues, and the rise of dual-income families. One socio-cultural trend regards women making up almost half of the United States workforce as of today. In 1920, only 21% of women in North America’s workforce were employed; however, in 2012, that percentage had risen to 47% of women in the workforce and continues to increase every year (U.S. Department of Labor, 2019).  There is also a concern for environmental issues and climate change throughout the United States. According to a scientific consensus, 97% of climate scientists admit that climate-warming trends over the last century are likely due to human activities (NASA, 2019). In 2016, 34.2 million families included children under the age of 18, and 61% of these families had both parents employed. This shows an increase in dual-income families that rises along with the rise of women in the workforce each year (US Department of Labor Statistics, 2017). Overall, these factors are essential in the global environment.
Political-Legal

The political-legal trends include an increase in the federally mandated minimum wage, international trade, and cybersecurity measures. In 2007, amendments had increased the minimum wage to $5.85. Today, the minimum wage has been increased to $7.25 an hour, and efforts continue to attempt to raise the minimum wage. Another aspect of the political-legal side is that Belt and Road initiative (BRI) has caused concern; the United States trade and tariffs have been affected by the new trade routes. North America has seen strained relations with China relations because of the restructuring of supply chains overseas (Tiankai, 2019). The third aspect concerns security concerns, and President Donald Trump released a statement in 2018 regarding the first articulated National Cyber Strategy in 15 years that explains how the government plans to defend and protect data, promote prosperity, and preserve security and peace in the United States (Trump, 2018). The movements and efforts have benefited and caused some concerns for the political-legal factors.

Economic 

Economic trends in the United States include the unemployment rate, gross domestic product rates, and foreign direct investment in the United States. In September 2019, the unemployment rate declined by 0.2% to 3.5% in the United States (US Bureau of Labor Statistics, 2019). During the first quarter of 2019, the GDP rates were at 3.1% and decreased to the current second quarter rate at 2.0%; however, the GDP for the second quarter is still on-going and could rise before the year-end. In 2018, the new foreign direct investment into the United States was $272.8 billion, preliminary (Bureau of Economic Analysis, 2019). These rates and statistics make up the economic factor of the general environment.
Technology
The upcoming and current trends in technology include growth in Artificial Intelligence (AI), hackers continually being a threat, and constant innovation on technology. Artificial Intelligence is transforming the population of the United States by connecting the Internet of Things (IoT) to homes, vehicles, brain-controlled robotics, and new systems (NIST, 2019). With the rise of AI and online information being shared, hackers across the internet and networks are always considered a threat to the security of data. Along with advances in AI and the IoT, technology is consistently changing and being modified to meet the needs of today’s society.
Global
Three global trends that are shaping the world include the ideas that the rich are aging, and the poor aren’t. The nature conflict is changing, and governing is getting more difficult. The current working-age population is decreasing in wealthier countries and growth in developing countries. This variation of the age decreases, and an increase in certain areas is causing pressure on economics, employment, and migration. Among the world powers, different interests are arising due to climate change, and infrastructure is shifting cause disturbances in societies. Societies across the world will eventually demand certain certainties from their governments such as security, flat revenues, and aid to support the environmental aspect (Office of the Director of National Intelligence, 2019).

External Environment: Industry Analysis (Dess and Lumpkin, 2003; Porter, 1980)


Porter’s Five Forces analyzes a company’s competitive environment. This process shows the competitive environment of five separate forces: (1) the threat of new entrants (2) the bargaining power of buyers (3) the bargaining power of suppliers (4) the threat of substitute products and services (5) the intensity of rivalry amongst competitors in any given industry. This process can show the profitability of any industry compared to other companies. The individual forces act together to show how firms compete in an industry and how much profit each can make in that industry. This process can help decide if a company should stay or leave that market. The number and power of each rival can influence a company’s profitability.

Threat of New Entrants:  Percentage (Barriers)= 71     Force Rating= Moderately Low
___X___1.
Economies of Scale 

___X___2.
Product Differentiation 

___X___3.
Capital Requirements 

_______4.
Switching Costs 

___X___5.
Access to Distribution Channels

___X___6.
Cost disadvantages independent of scale  

_______7.
Retaliation of Existing Competitors

Bargaining Power of Suppliers:  Percentage= 57          Force Rating= Moderate  

_______1.
The supplier industry is dominated by a few large producers.  

___X___2.
The supplier doesn’t compete with substitute products.  

_______3.
The industry is not an important customer of the supplier group.  

___X___4.
The supplier’s product is an important input to the buyer’s business.  

___X___5.
The supplier group’s products are differentiated or 

___X___6.
There are switching costs.  

_______7.
The supplier group is inclined to forward integration.  

Bargaining Power of Buyers: Percentage= 33.3     Force Rating= Moderately Low 
_______1.
The buyer is concentrated or purchases large volumes relative to the seller’s sales. 

_______2.
The buyer purchases standard or undifferentiated products from the industry.  

___X___3.
The buyer faces few switching costs.  

___X___4.
The buyer earns low profits.  

_______5.
The buyer is inclined to backward integration.  

_______6.
The industry’s product is unimportant to the quality of the buyer’s products/services.  

Threat of Substitutes:  Percentage= 80      Force Rating= High 

___X___1.
They are subject to trends improving their price/performance value relative to the industry’s product.  

_______2.
There are no switching costs.

___X___3.
The substitute industry is experiencing a growth rate in sales. 

___X___4.
The substitute industry is experiencing expansion of capacity.

___X___5.
The substitute industry is experiencing high profits. 

Industry Rivalry: Percentage= 57     Force Rating= Moderate
___X___1.
Many equally balanced competitors

_______2.
Slow industry growth

___X___3.
High fixed or storage costs 

_______4.
Lack of differentiation or 

___X___5.
No switching costs 

___X___6.
Capacity augmented in large increments

_______7.
High exit barriers.  



Recommendation



Reviewing Porter’s 5 Forces, Apple’s top concerns should be focused on new entrants into the market and new substitutes. Apple has competitors such as Samsung, Microsoft, Sony, and many more. New products from different companies could become a threat to Apple due to changing customer demand. Apple has been able to spread brand recognition and create demand from customers for new products, but how long could this last? As shown by trends mentioned previously, there is a strong effort to increase the use of technology in everyday life, and firms in this industry will try to innovate to create new products. Overall, Apple has a strong competitive advantage due to brand recognition created.

External Environment: Strategic Group (Major Competitors)


Major Competitor #1: Samsung Electronics


Overview

Samsung Electronics is a global electronics firm whose headquarters are in Suwon, South Korea. Lee Byung-chul founded Samsung in 1938 as a trading company. In the second quarter of 2019, Samsung Electronics recorded revenues of around 48.55 billion U.S. dollars. A company like Apple Inc. manufactures high-end consumer electronics but also a division of lower-priced items that have done well for the Company, particularly in the Asian market and Africa (Lee, 2006). The Company has, over the years, managed to offer premium products in the exchange, as is Apple. It is the largest manufacturer of mobile phones in the world and the second biggest technology firm by considering the revenue earned after Apple Inc. Samsung was established in 1969.




Strengths

Samsung thrives due to the use of its strengths. Samsung has various divisions that offer consumers a variety of flexibility in terms of prices to different market segmentations while Apple Inc. offers its products only at a premium across the market. 



Weaknesses

Some of the weaknesses of Samsung make it stay in severe competition with Apple Inc. Samsung does not have its operating system, and it must rely on google on software while Apple Inc. does its software the IOS. Its willingness to serve multiple markets makes its operations difficult. 



Objectives
Samsung has an objective. Samsung is willing to do everything possible to remain in the market and become the leader in the supply of electronics to its consumers as it grows towards changing the lives of its consumers.



Strategies

Samsung is using different strategies to maintain its market share (Sanchez-Reillo et al. 2014). Some of them are market penetration, product development, and market development. For example, when using product development, Samsung targets the same old customers with a new product. By launching a new product, they will attract more customers towards their product and can increase their market share by doing so. For the awareness of the product, they advertise on TV, newspapers, and pamphlets and billboards. (Essay,2018)


Major Competitor #2: Microsoft Corporation 


Overview

Microsoft Corporation is a global internet and located in Redmond, Washington. Bill Gates and Paul Allen founded Microsoft on April 4, 1975. In 2019, Microsoft Corporation reported a net income of over 39.24 billion U.S dollars. The firm comes up with licenses and offers computers for sale. It is most famous for coming up with the windows MS Office Suite, explorer, and web browsers used in computers (Shelly, 2012).



Strengths

Microsoft Corporation has the strengths that make it hold a significant market share. Microsoft is market-dominant in various technological fronts, especially in the market of personal computers as well as developing of the computer software 



Weaknesses

Unlike Apple, who diversified early and did not extensively venture into the software aspect. Apple otherwise takes advantage of the inability of the Microsoft Corporation, which holds it back from becoming a leader in the market. Apple and Samsung offer more superior equipment and sophisticated gadgets in terms of the hardware in the market. This limits Microsoft and is an advantage taken over it by the apple and the Samsung competitors (Deng et al. 2013). The company did not invest in hardware during its formative years.



Objectives
Microsoft Corporation has set different objectives that will propel it towards success. Some of those are: encourage the efficient use of resources, protect the culture of business integrity, provide the structure for the manager, and the board set the objective. The company meets its goal of becoming the world leaders in software development and consumer electronics. Also, empowering people and organizations to achieve more.



Strategies
Different tactics should be used in the market, but Microsoft Corporation has its policy. Some of the strategy that Microsoft use are market penetration, product development, market development, and diversification. Because of the company selling more of its products in the competitive market, which established is a challenge to the company as a result of the shift in the demand of the market. The move of the software is faster and of higher demand than the hardware. This limits the Microsoft corporations from commanding a better percentage of the market. Product development is another strategy Microsoft uses to increase its revenue. Microsoft wants to continue developing its products. Coming up with new products makes loyal customers; thus, it is a significant strategy that Microsoft Corporation is aiming for. Microsoft is also aiming at diversifying (Varadarajan and Dillon, 1982). By acquiring Nokia services and services’ division enabled Microsoft Corporation to enter into the smartphone market.


Internal Environment: Financial Analysis (See Appendix C)
	Category
	Historical: 2016-2018
	Competitor: 2018

	Liquidity
	Positive
	Weakness

	Asset utilization
	Negative
	Strength

	Debt Management
	Positive
	Strength

	Profitability
	Neutral
	Neutral

	Market
	Negative
	Weakness



Apple currently appears to be in a decent financial position. This historical financial analysis is based on the years 2016, 2017, and 2018. Apple’s financial situation has declined over the past three years in some aspects but not drastically enough to be alarming for the company. The year 2018 was the first time in many years that Apple’s Debt to Equity ratio reached over 1.0, but in retrospect, some other financial factors increased. From 2017 to 2018, Apple’s Return on Equity increased from 35.6 to 55.5, which is a drastic increase to have in just one year. Their inventory turnover ratio also increased by over 12% last year as well. Looking at Apple’s Historical Analysis, you can tell that they may have had a few negative financial areas. Still, for the most part, a majority of the areas seem to be increasing in Apple’s favor. 

Apple faces numerous aggressive competitors in both the hardware and software markets. The main structures of these markets are to stay technologically advanced with high technology, rapid development, and high competition. Based on Apple’s historical financial analysis, they have maintained a very positive financial position over the years and have always posed as a threat and challenge to their competition. Apple has a competitive advantage against its biggest competitors, Samsung Electronics, and Microsoft Corporation. For Samsung and Microsoft, their primary source of income comes from computers. Meanwhile, Apple’s primary source of income comes primarily from the iPhone. Apple also makes it a bit challenging for Apple users to switch from Apple products to any other products because the Cloud makes it hard to compute your Apple software over to non-apple products.
Recommendation
A positive outlook for apple and the advantage they have is that they have an excellent market positioning as a company. They have a great opportunity for advancement and time to reposition themselves with innovations and technology in their industry. They have developed a large capital over the years that will help fund future technological projects and research. If Apple focuses on getting its liquidity and profitability ratios up and above their competitions, then they shouldn’t have any problems. Their asset utilization ratios and their debt management ratios are above their competitors and where they need to be.
Recommendation from Historical Analysis financial Ratio
From 2016 to 2018, Apple has maintained positive trends in asset utilization. However, liquidity and profitability ratios have dropped in the past three years. Apple’s asset utilization had grown from 0.67 in 2016 to 0.73 in 2018. The current ratio decreased from 1.35 in 2016 to 1.12 in 2018. The debt management ratio has increased from 0.37 to 0.47 in the past three years, but the time's interest earned (TIE) has decreased from 41.23 in 2016 to 21.88 in 2018. The gross margin and the operating margin have both declined from 2016 to 2018. Working to improve these ratios will not only help Apple’s overall well-being, but they will also experience an increase in their overall P/E ratio.
Recommendation from Competitor Analysis Financial Ratio
In comparing Apple to Samsung and Microsoft, we have to assume that Apple’s ratios are compatible across all of its services and fair in comparison with its competitors. When considering Samsung and Microsoft as competitors, we are considering and comparing all of their electronics and other products to the products and services that Apple provides. Apple has a stronghold over its competitors when discussing asset utilization ratios. Apple’s inventory turnover is 41.39 compared to Samsung’s 7.09 and Microsoft’s 14.41 inventory turnover ratios. Apple is falling behind its competitors in profitability and liquidity ratios. If they want to stay ahead of their competitions, they need to stop spending so much money, which in return will help their gross margin, profit margin, and operating margins. Other than those minor problems, Apple is staying ahead of the competition.
Internal Environment: RBV and Balanced Scorecard


RBV (See Appendix D):  The resource-based view matrix shows the tangible and intangible resources that are the basis of achieving a competitive advantage for Apple. As a leading technology brand, Apple has several tangible assets, such as international product distribution, hardware, and employee. All the resources are valuable, and some of them are rare and inimitable, and non-substitutable that create the values for Apple to be in a superior business position. Hence, Apple’s expected performance is average to above average, which helps attract more investments for the company. The leading source of being famous and globe for Apple does not only depend on its tangible resource, but also its intangible resources like innovation, brand reputation, and customer loyalty that establish itself as a customer-centric brand. The various intangible resources have helped Apple to strengthen and sustain its competitive position in the firm. Its sustained competitive advantage builds an above average in expected performance for Apple.  
Balanced Scorecard (See Appendix E):  he Balanced Scorecard gives goals based on the six components of the Balanced Scorecard, which are Financial, Customer, Internal Business Processes, Learning & Growth, Suppliers, and community. Apple has come forward and done some much with all of these goals. Apple appears to be doing things in kind of a different way, they did not focus as much on the customer but more so on the technological end of things. As Apple does this, they have allowed their employees to be solution forward and to come forward with these ideas to better the company. Apple has a very bright financial future ahead with the many new technologies and ideas. Apple has a high and growing market share. Apple has constant updates and modifications that give them significant advantages over its competitors because Apple caters to the individual user and not the corporation user at this moment. Apple does great things in the community to enhance their standings and to create additional careers for their employees. As apple has grown larger, they have seen a small dip in getting suppliers paid in a timely manner. This is what has encouraged our goals to get the suppliers taken care of within their 30-day time frame.
PROBLEM STATEMENT

Problem #1:  Declining Mobile Phone Sales  
The first problem Apple is facing is deteriorating mobile phone, iPad, and MacBook sales. Apple has announced that the company will no longer report on iPhone unit sales (Gaus, 2019). The reduction of reporting on cell phone sales has investors agitated and worried about what the future holds for Apple. For now, revenues remain constant from the latest iPhone iOS 11, which is proving to calm investors’ fears for now. However, the future levels of profitability for Apple is unknown. 
Problem #2:  Increasing Prices of Tariffs 
The second problem that the company is facing is the inevitable question of how long the company can continue to keep creating iPhones without increasing prices substantially because of rising tariffs. The looming trade war with China has worried investors and consumers alike. President Donald Trump has threatened a 10% tariff on iPhones and MacBooks from China (Gaus, 2019). A business cannot simply keep pushing customers to buy the latest, most expensive version of an item for long, especially when the price increase is only to offset costs caused by tariffs. Apple has used the strategy of increasing the Average Selling Price (ASP) to keep mobile phone sales from further declining so far (Gaus, 2019).  
Problem #3:   No New Products 
The third problem Apple faces is the fact that the company has not introduced a new product to the world since the Apple Watch in 2015 (Gaus, 2019). The lack of new and innovative products has sales decreasing for current products and is causing a decline in sales overall for the company. Apple lost 7% in market shares in 2018 (Gaus, 2019). Also, consumers are showing less reliability on smartphones to connect to the internet with products such as Amazon’s “Alexa” or Google’s “Alphabet”. With the transition to these home devices, consumers are using mobile phones significantly less than before (Gaus, 2019).
Alternative Solutions (Strategies)

Alternative Solution #1 : Improving the Existing iPhone 

The first solution for Apple is simple. Not halting the invention of new iPhones is deteriorating the brand loyalty customers have. Focusing on one version of the iPhone and continuing to make that the superior iPhone and preserve the novelty of the iPhone. Ceasing to make newer versions of the iPhone is the key to driving sales upwards by letting customers enjoy all the latest features for the price they have already paid for the device they currently own. 
Alternative Solution #2: Invest in Research and Development/iPad

The second solution involves investing capital in research and development to determine if continuing the iPad is a feasible business decision. Seeking and interpreting information from customers and shareholders is imperative in creating sustainability. The iPad competes with home systems like Alexa and Alphabet and the Kindle. If Apple wants to continue producing the iPad, incentives like discounts on accessories like pens and screen protectors will boost sales. Additionally, strengthening relationships with investors and other stakeholders would be a wise decision. This solution involves scanning the external and general environment to identify trends in consumer behavior. For example, if people are not buying iPhones, what are they buying? Are they even investing in new phones? Determining what consumers want out of a mobile phone is essential. Instead of raising prices with a new product, focus on reducing costs to the consumer through existing products
Alternative Solution #3: Eliminating Bugs from iOS 

Improve process efficiency by removing bugs from the iOS system. Removing bugs from the current iPhone would improve customer satisfaction and therefore increase sales and customer demand for newer versions of iPhones. Although bugs in the iOS system have been fixed quickly in the past, there is a new update periodically that states it will be removing bugs. To update the device, it requires users of the iPhone to shut down their devices for an unknown amount of time until the update is complete, which can be inconvenient for many customers. Removing these forced re-occurring updates will improve customer satisfaction.    
Recommendation/implementation


The suggestion for this business includes improving current products. Improving the quality of the existing iPhone without creating a whole new product would result in above-average returns for the company. It is time for Apple to go back to the basics. Apple needs to be ground-breaking again with existing products. Marginal updates to hardware and software unavailable to consumers unless they purchase a completely new device will not suffice anymore. Apple should consider taking more risks, but further, capitalize on what works for the company. Consumers are unwilling to keep paying thousands of dollars for the latest iPhones, and for the customers who already own an iPhone feel it is not fair that they do not get to enjoy the same benefits unless they purchase the newest version. Through this, Apple will experience higher levels of customer satisfaction, better relationships with investors and stockholders, and the pleasure of doing what Apple does best- cutting edge innovation.  

Management: Management will have to be committed to being innovative and open to taking risks. Organizational culture will have to change from the top down.  

Marketing: The need to be more innovative will require new marketing and advertising plan.  

Finance: Innovation will require the company to use some cash reserves and to finance research and development to aid with the improvement of existing products.  

Accounting: The accounting department will have to account for capital that is spent on research and development while assuring the company can sustain a competitive advantage while re-introducing products to the market.  

Operations: Introducing a new radical innovation of all Apple products will call for the hiring of new employees or re-organize employees to manufacture the original product.  

Research and Development: Strengthening investor relations can increase capital for research and development.  

Information Systems: The introduction of enhancing new features for all existing customers will require more training for the information systems department.      

Update


As of the end of September 30th, 2018, Apple had a substantial increase in its revenue compared to the previous year 2017. However, since that date, Apple has shown a small decline in revenue from $265,595 (in millions) on 9/30/18 to $260,174 (in millions) on 9/30/19. It seems as though Apple has taken a hit in its revenue, gross profit, and operating income through the year 2019 while at the same time increasing its operating expenses. With this, Apple is working at a deficit putting in more for production than they are acquiring through the cost of goods sold. Also, from this time last year, Apple’s basic earnings per share (AAPL) has decreased by $0.04. This is not a significant decrease but compared to the previous four or five years is still way above average. According to “Apple Financial Statement” (2019), “Apple’s gross profit for the quarter ending September 30th, 2019 was $24.313B, a 0.95% increase year-over-year. However, the gross profit for the 12 months ending September 30th, 2019, was $98.392B, a 3.38% decline year-over-year.” Apple has seen a slight decrease in percentage in its financial statement throughout the year 2019. Apple must now determine what the course of action is to provide a positive revenue for the upcoming year of 2020.

Conclusion

The case analysis of Apple provided the insight view in the mobile industry, and Apple’s background, its internal and external environments. Apple’s case analysis pointed out three potential problems of Apple, which are decreasing in the number of mobile phone sales, increasing the price of its products, and no new products. Also, this case brings three strategies which are recommenced for Apple to solve its problems. Improving the existing iPhone, investing in research and development and eliminating Bugs from iOS are three strategies Apple can use to address its potential issues. Also, Apple will be continuing as one of the most reliable mobile company because of its loyal customers, and the growing technology’s market.
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Appendix A:  SWOT MATRIX

	
	
	
	
	Strengths


	Weaknesses

	
	1. Strong brand reputation

	
	 
	1. Deteriorating mobile phone sales
	
	 

	
	2. Innovative Ability
	
	 
	2. High priced products
	
	 

	
	
	
	
	3. Design and technology
	
	 
	3. Short product life cycle
	
	 

	
	
	
	
	
	
	
	
	
	 

	
	
	
	
	4. Global icon
	
	 
	4. Incompatible products and software
	
	 

	
	
	
	
	 
	
	 
	 
	
	 

	
	
	
	
	5. High profit margins 
	
	 
	5. Leadership changes
	
	 

	
	
	
	
	 
	 
	 
	 
	 
	 

	Opportunities
	 
1. Use related diversification in 
different markets such as security.
2. Create a new presence in the world 
of “green” technologies.
 
 
 
 
	 
	 
	 
	 
	 

	 
1. Population growth
 
2. Foreign expansion
 
3. Joint Ventures
 
4. Lack of green technologies
 
5. Artificial intelligence technology
 
	
	
	 
	1. Advertise older products to economically 
developing countries at a cheaper price.
2. Lowering price of poorly diversified 

items to better appeal to a growing 

market.
 
 
 
 
 
	
	 

	
	
	
	 
	
	
	 

	
	
	
	 
	
	
	 

	
	
	
	 
	
	
	 

	
	
	
	 
	
	
	 

	
	
	
	 
	
	
	 

	 
	
	
	 
	 
	
	 
	
	
	 

	 
	
	
	 
	 
	
	 
	 
	
	 

	 
	
	
	 
	 
	
	 
	 
	
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Threats

1. Apple counterfeit products

2. 5G-related technology

3. U.S.-China trade war
 
4. Lawsuits (foreign law)
 
5. Intense competitors
 
 
 
 
 
	 
	 
	 
	 1. Lowering the price would reduce the

willingness of consumers to by off-
brand products.
2. Recycle older products that may be a 
part of new products.

 
 
	 
	 

	
	1. Continue to rapidly develop products
so that counterfeit competitors cannot
keep up.

2. Marketing campaign to promote 
strengths and make competitors 
weaknesses known.
 
 
 
	
	 
	
	
	 

	
	
	
	 
	
	
	 

	
	
	
	 
	
	
	 

	
	
	
	 
	
	
	 

	
	
	
	 
	
	
	 

	
	
	
	 
	
	
	 

	
	
	
	 
	
	
	 

	
	
	
	 
	
	
	 

	
	
	
	 
	
	
	 

	
	
	 
	 
	
	 
	 






Appendix B:  GRAND STRATegy MATRIX (David, 2005)
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Appendix C:  Financial Ratios

Financial Ratios : Historical Comparison

https://www.macrotrends.net/stocks/charts/AAPL/apple/balance-sheet?freq=A
	
	
	
	
	

	 
	2016
	2017
	2018
	Assessment

	Liquidity Ratios
	 
	 
	 
	 

	   Current Ratio
	1.35
	1.28
	1.12
	P

	   Quick Ratio
	1.33
	1.23
	1.09
	P

	 
	 
	 
	 
	 

	Asset Utilization Ratios
	 
	 
	 
	 

	   Inventory Turnover
	61.62
	29.05
	41.39
	P

	   DSI
	49.49
	56.81
	67.33
	N

	   AR Turnover
	1.68
	1.71
	0.73
	N

	   DSO (ACP)
	49.49
	56.81
	67.33
	P

	   Fixed Asset Turnover
	7.98
	6.79
	0.72
	N

	   Total Asset Turnover
	0.67
	0.62
	0.76
	Dash

	 
	 
	 
	 
	 

	Debt Management Ratios
	 
	 
	 
	 

	   Debt Ratio
	0.37
	0.42
	0.47
	P

	   TIE
	41.23
	23.41
	21.88
	P

	 
	 
	 
	 
	 

	Profitability Ratios
	 
	 
	 
	 

	   Gross Margin
	39.08
	38.47
	38.34
	P

	   Operating Margin
	27.84
	26.76
	26.69
	P

	   Profit Margin
	21.19
	21.09
	22.41
	N

	   BEP
	24.03
	26.15
	22.53
	P

	   ROA
	14.20
	12.88
	16.28
	N

	   ROE
	35.62
	36.07
	55.56
	N

	   
	 
	 
	 
	 

	Market Ratios
	
	
	
	

	   P/E 
	31.24
	32.28
	35.29
	N


Assessment Notation: P=Positive Trend, N=Negative Trend, Dash=No Change.

	Financial Ratios: Competitor Comparison
	
	Case Year
	2018

	https://www.macrotrends.net/stocks/charts/AAPL/apple/balance-sheet?freq=A
https://www.macrotrends.net/stocks/charts/SSNLF/samsung/financial-statements


	
	
	
	
	
	

	 
	Apple
	Samsung
	Microsoft
	Industry
	Assessment

	Liquidity Ratios
	 
	 
	 
	 
	 

	   Current Ratio
	1.12
	2.57
	2.90
	2.20
	W

	   Quick Ratio
	1.09
	2.15
	2.74
	1.99
	W

	 
	 
	 
	 
	 
	 

	Asset Utilization Ratios
	 
	 
	 
	 
	 

	   Inventory Turnover
	41.39
	7.09
	14.41
	20.96
	S

	   DSI
	67.33
	23.76
	20.53
	37.21
	S

	   AR Turnover
	0.73
	0.76
	0.63
	0.71
	Dash

	   DSO (ACP)
	76.33
	56.43
	53.67
	62.14
	S

	   Fixed Asset Turnover
	0.72
	0.68
	0.43
	0.61
	Dash

	   Total Asset Turnover
	0.76
	0.62
	0.50
	0.62
	W

	 
	 
	 
	 
	 
	 

	Debt Management Ratios
	 
	 
	 
	 
	 

	   Debt Ratio
	0.47
	0.44
	0.99
	0.63
	S

	   TIE
	21.88
	58.89
	42.98
	41.25
	S

	 
	 
	 
	 
	 
	 

	Profitability Ratios
	 
	 
	 
	 
	 

	   Gross Margin
	38.34
	44.51
	64.25
	49.03
	W

	   Operating Margin
	26.69
	24.16
	31.77
	27.54
	Dash

	   Profit Margin
	22.41
	18.00
	15.02
	18.48
	S

	   BEP
	22.53
	21.82
	25.08
	23.14
	W

	   ROA
	16.28
	9.80
	20.03
	15.37
	Dash

	   ROE
	55.56
	12.80
	6.40
	24.92
	S

	   
	
	
	
	
	 

	Market Ratios
	
	
	
	
	 

	   P/E 
	13.13
	5.99
	46.15
	N/A
	S


Assessment Notation: S=Strength, W=Weakness, Dash=Neutral.

Appendix D: Resource-based view of the firm

	Tangible
	Valuable
	Rare
	Inimitable
	Non-substitutable
	Competitive
	Expected

	Resources
	
	
	
	
	Advantage
	Performance

	International product distribution
	X
	X
	
	
	Temporary

Competitive Advantage
	Average to Above Average

	
	
	
	
	
	
	

	Hardware
	X
	
	
	
	Competitive Parity
	Average

	
	
	
	
	
	
	

	Software
	X
	X
	X
	X
	Sustainable
	Above Average

	
	
	
	
	
	
	

	Employee
	X
	
	
	
	Parity
	Average 

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	Intangible
	Valuable
	Rare
	Inimitable
	Non-substitutable
	Competitive
	Expected

	Resources
	
	
	
	
	Advantage
	Performance

	Innovation Ability
	X
	X
	X
	X
	Sustainable
	Above Average

	
	
	
	
	
	
	

	Brand reputation
	X
	X
	X
	X
	Sustainable
	Above Average

	
	
	
	
	
	
	

	Customer loyalty
	X
	X
	X
	X
	Sustainable
	Above Average


Appendix e: balanced scorecard

	Perspective
	Goal


	Measurement



	FINANCIAL
	Firm Growth &
 Profitability
	Profit margin greater than or equal to 20%.

	
	
	ROE greater than or equal to 25%.

	CUSTOMER
	Value Creation & Satisfaction
	Satisfaction rating greater than 85%.

	
	
	Repeat business greater than or equal to 80%.

	INTERNAL BUSINESS PROCESSES
	Organizational Efficiency
	TAT greater than or equal to 1.0%.

	
	
	Operations greater than or equal to 30%.

	LEARNING/GROWTH EMPLOYEE
	Climate that Supports Change, Innovation, and Growth
	New Products at least every 2 years.

	
	
	Employee satisfaction Greater or equal to 85%.

	SUPPLIERS
	Satisfaction
	90% satisfaction rate.

	
	
	DAP < 30 days.

	COMMUNITY
	Satisfaction
	1% of profit invested in renewable energy.

	
	
	Job creation of 100 a year.
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