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STEVE JOBS’ STRATEGIC
LEADERSHIP AT APPLE

Stephen Wozniak and Steve Jobs founded Apple
Computer in 1976 when they began selling a crudely
designed personal computer called the Apple I to
Silicon Valley computer enthusiasts. Two years later,
the partners introduced the first mass-produced per-
sonal computer (PC), the Apple II, which eventually
sold more than 10,000 units. While the Apple II was
relatively successful, the next revision of the product
line, the Macintosh (Mac), would dramatically change
personal computing through its user-friendly graphi-
cal user interface (GUI), which allowed users to inter-
act with screen images rather than merely type text
commands..

The Macintosh that was introduced in 1984 was
hailed as a breakthrough in personal computing, but
it did not have the speed, power, or software availabil-
ity to compete with the PC that IBM had introduced
in 1981. One of the reasons the Macintosh lacked
the necessary software was that Apple put very strict
restrictions on the Apple Certified Developer Pro-
gram, which made it difficult for software developers
to obtain Macs at a discount and receive informational
materials about the operating system.

With the Mac faring poorly in the market, founder
Steve Jobs became highly critical of the company’s
president and CEO, John Sculley, who had been hired
by the board in 1983. Finally, in 1985, as Sculley was
preparing to visit China, Jobs devised a boardroom
coup to replace him. Sculley found out about the plan
and canceled his trip. After Apple’s board voted unani-
mously to keep Sculley in his position, Jobs, who was
retained as chairman of the company but stripped of
all decision-making authority, soon resigned. During
the remainder of 1985, Apple continued to encounter
problems and laid off one-fifth of its employees while
posting its first-ever quarterly loss.

Despite these setbacks, Apple kept bringing inno-
vative products to the market, while closely guard-
ing the secrets behind its technology. In 1987, Apple
released a revamped Macintosh computer that proved
to be a favorite in K-12 schools and with graphic art-
ists and other users needing excellent graphics capa-
bilities. However, by 1990, PCs running Windows 3.0
and Word for Windows were preferred by businesses
and consumers and held a commanding 97+ percent
share of the market for personal computers.
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In 1991, Apple released its first-generation note-
book computer, the PowerBook and, in 1993, Apple’s
board of directors opted to remove Sculley from the
position of CEO. The board chose to place the chief
operating officer, Michael Spindler, in the vacated
spot. Under Spindler, Apple released the PowerMac
family of PCs in 1994, the first Macs to incorporate
the PowerPC chip, a very fast processor co-developed
with Motorola and IBM. Even though the PowerMac
family received excellent reviews by technology ana-
lysts, Microsoft’s Windows 95 matched many of the
capabilities of the Mac OS and prevented the Power-
Mac from gaining significant market share. In Janu-
ary 1996, Apple asked Spindler to resign and chose Gil
Amelio, former president of National Semiconductor,
to take his place.

During his first 100 days in office, Amelio
announced many sweeping changes for the company.
He split Apple into seven distinct divisions, each
responsible for its own profit or loss, and he tried to
better inform the developers and consumers of Apple’s
products and projects. Amelio acquired NeXT, the
company Steve Jobs had founded upon his resignation
from Apple in 1985. Steve Jobs was rehired by Apple
as part of the acquisition. In 1997, after recording
additional quarterly losses, Apple’s board terminated
Amelio’s employment with the company and named
Steve Jobs interim CEO.

Under Jobs leadership, Apple introduced the
limited-feature iMac in 1998 and the company’s iBook
line of notebook computers in 1999. The company was
profitable in every quarter during 1998 and 1999, and
its share price reached an all-time high in the upper $70
range. Jobs was named permanent CEO of Apple in 2000,
and in 2001 oversaw the release of the iPod. The iPod
recorded modest sales until the 2003 launch of iTunes—
the online retail store where consumers could legally
purchase individual songs. By July 2004, 100 million
songs had been sold and iTunes had a 70 percent
market share among all legal online music download
services. The tremendous success of the iPod helped
transform Apple from a struggling computer company
into a powerful consumer electronics company.

By 2005, consumers satisfaction with the iPod
had helped renew interest in Apple computers, with
its market share in personal computers growing
from a negligible share to 4 percent. The company
also exploited consumer loyalty and satisfaction with
the iPod to enter the market for smartphones with
the 2007 launch of the iPhone. The brand loyalty
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EXHIBIT1 Summary of Apple Inc.’s Financial Performance, 2007-20m
($ in millions, except share amounts)

Sources: Apple Inc., 2008, 2010, and 2011 10-K reports.

developed through the first iPod, and then the iPhone,
made the company’s 2010 launch of the iPad a roar-
ing success with 3.3 million units sold during its first
three months on the market. Much of Apple’s turn-
around could be credited to Steve Jobs, who had idea
after idea for how to improve the company and turn
its performance around. He not only consistently
pushed for innovative new ideas and products but also
enforced several structural changes, including ridding
the company of unprofitable segments and divisions.
The success of the turnaround could also be
attributed to the efforts of Tim Cook, Apple’s chief
operating officer, who oversaw the company’s opera-
tions at various times between 2004 and 2011. Tim
Cook was first asked to act as the company’s chief
manager in 2004 when Steve Jobs was recovering from
pancreatic cancer surgery, later in 2009 when Jobs
took a six-month medical leave for a liver transplant,

and again in early 2011 when Jobs left the company for
another medical leave. Jobs illness eventually forced
his resignation shortly before his death on October 5,
2011. While Jobs had been the inspiration for the com-
pany’s hottest new products such as the iPhone, iPad,
and iPod, analysts and key Apple managers viewed
Cook as an “operational genius” While COO and act-
ing CEO, Tim Cook was responsible for overhauling
Apple’s supply chain system and transforming it into
one of the lowest-cost electronics manufacturers.’
Prior to coming to Apple in 1998, Tim Cook was a
rising star among Compaq Computer’s management
team.

A summary of Apples financial performance
for fiscal years 2007 through 2010 is provided in
Exhibit 1. The company’s net sales by operating seg-
ment and product line and unit sales by product line
for 2008 through 2010 are provided in Exhibit 2.
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EXHIBIT 2 Apple, Inc.’s Net Sales by Operating Segment, Net Sales by Product,
and Unit Sales by Product, 2009-2011 ($ in millions)

n.m.: Not meaningful .
2Includes iMac, Mac mini, Mac Pro, and Xserve product lines.

bIncludes MacBook, MacBook Pro, iBook, and PowerBook product lines.

“Consists of iTunes Store sales, iPod services, and Apple-branded and third-party iPod accessories.

dIncludes revenue recognized from iPhone sales, carrier agreements, and Apple-branded and third-party iPhone accessories.
Includes revenue recognized from iPad sales, services, and Apple-branded and third-party iPad accessories.

fincludes sales of displays, wireless connectivity and networking solutions, and other hardware accessories.

9Includes sales of Apple-branded operating system and application software, third-party software, and Mac and Internet services.
"Derived by dividing total product-related net sales by total product-related unit sales.

Source: Apple Inc., 2011 10-K report.

OVERVIEW OF THE
PERSONAL COMPUTER
INDUSTRY

The personal computer industry was relatively con-
solidated, with five sellers accounting for 76.3 percent
of the U.S. shipments and 59.2 percent of worldwide

shipments in 2011 (see Exhibit 3). Prior to the onset of
the U.S. recession that began in 2008, the PC industry
was expected to grow at a rate of 5-6 percent, to reach
$354 billion by 2012. However, the effects of the reces-
sion caused a dramatic decline in revenues and unit
shipments in the United States between 2007 and 2008.
The PC market began to improve by 2009 as U.S. busi-
nesses replaced aging computers and demand in some




EXHIBIT 3 U.S. and Global Market Shares of Leading PC Vendors, 2000, 2007-201

. = not available; sales and market shares for ﬁ_..mmm companies in the years where n.a. appears are included in the “Others” category because the company was not in the top five in ship-
nts or market share.

mpaq was acquired by Hewlett-Packard in May 2002.

novo, a Chinese computer company, completed the acquisition of IBM's PC business in 2005. The numbers for Lenovo/IBM for 2000 reflect sales of IBM-branded PCs only. In 2007, Lenovo
branded all IBM PCs as Lenovo.

_cer acquired Gateway in 2007 and Packard Bell in 2008. Data for Acer includes shipments for Gateway starting in Q4 2007 and shipments for Packard Bell starting in Q1 2008, and only Acer
ta for prior periods.

Source: International Data Corporation.
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developing countries accelerated. However, worldwide
PC shipments declined by 0.2 percent during the first
quarter of 2012, with only Asia/Pacific (excluding
Japan) maintaining healthy demand. The European debt
crisis dampened demand slightly in the region, while
demand in Japan and the United States fell more seri-
ously. Demand for PCs in Japan had fallen by 7 percent
during 2011, and the 5 percent decline in industry rev-
enues in the U.S. during 2011 represented the second
worst year in history for the U.S. PC industry. Modest
single-digit growth in emerging markets allowed China
to become the world’s largest market for PCs during the
second quarter of 2011. The United States remained
the largest global market for PCs for the entire 2011
calendar year. While the poor growth in worldwide PC
shipments was attributable to economic reasons, the
rise in popularity of tablet computers had also affected
PC sales. Tablet computers, such as the iPad, had yet to
become widely adopted by businesses, but were com-
monly becoming replacements for laptops and PCs
among consumers. The market for tablet computers
increased from 17 million units in 2010 to 69 million
units in 2011 to an estimated 106 million units in 2012.

APPLE’S COMPETITIVE
POSITION IN THE PERSONAL
COMPUTER INDUSTRY

Apple’s proprietary operating system and strong
graphics-handling capabilities differentiated Macs
from PCs, but many consumers and business users
who owned PCs were hesitant to purchase a Mac
because of Apple’s premium pricing and because of the
learning curve involved with mastering its proprietary
operating system. The company’s market share in the
United States had improved from 4.7 percent in 2006 to
8.8 percent in 2010 primarily because of the success
of the iPod and iPhone. These products created a halo
effect whereby some consumers (but not business
users) switched to Apple computers after purchasing an
iPod, iPhone, or iPad. The company hoped to benefit
even more from this effect by designing the Mac OS X
operating system to emulate the look and functionality
of its iOS operating system used for its mobile devices.

Apple’s computer product line consisted of sev-
eral models in various configurations. Its desktop
lines included the Mac Pro (aimed at professional
and business users); the iMac (targeted toward con-
sumer, educational, and business use); and Mac mini
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(made specifically for consumer use). Apple had two
notebook product lines: MacBook Pro (for profes-
sional and advanced consumer users) and MacBook
Air (designed for education users and consumers).
All Apple computers were priced at a steep premium
compared to PCs and laptops offered by Dell, HP, and
other rivals. In July 2012, Mac Pro pricing started
at $2,499, iMac and MacBook Pro pricing began at
$1,199, the MacBook Air was offered from $999, and
Mac mini pricing started at $599.

APPLE’S ENTRY INTO THE
MARKET FOR TABLET
COMPUTERS

Apple entered the market for tablet computers with
its April 3, 2010, launch of the iPad. Tablet computers
had been on the market since the late 1990s, but only
Apple’s version had gained any significant interest from
consumers and business users. Previous-generation
tablet computers required the use of a stylus to launch
applications and enter information. Most users found
the stylus interface to be an annoyance and preferred
to use a smartphone or laptop when portability was
required. Dell, Acer, Hewlett-Packard, and RIM had all
raced to get touch-screen tablet computers to market
but were unable to do so until very late 2010 and early
2011 because of the technological differences between
tablet computers and PCs. Tablet computers were tech-
nologically similar to smartphones and shared almost
no components with PCs. HP acquired Palm for $1.2
billion in May 2010 to accelerate its entry into tablet
computers. However, most PC manufacturers chose
to utilize smartphone microprocessors and Google’s
Android operating system in their tablet computer
models. By mid-2012, Apple held a 68 percent share of
the market for tablet computers.

Apple’s iPad 2 that was launched in March 2011
contained a dual-core processor that was far more
powerful than the first-generation iPad and most com-
peting tablet computers. The third-generation iPad,
launched in March 2012, utilized a quad core graphics
chip, a 5 megapixel camera capable of capturing pho-
tos and 1080p HD video, and an ultra-high-resolution
9.7-inch display. The 3.1 million pixel display of the
third-generation iPad had twice the number of pixels
of the iPad 2 and one million more pixels than an HD
TV. Apple’s latest iPad retailed from $499 for the 16GB
model to $829 for the 64GB model. With the launch of
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EXHIBIT 4 Hewlett-Packard Personal Systems Group, Net Revenue, 2007-201

($ millions)

Sources: Hewlett-Packard, 2007, 2010, and 2011 10-K reports.

the new iPad, pricing on the iPad 2 was reduced to as
low as $399.

Basic e-readers such as Amazons $79 Kindle
were not considered direct competitors to the iPad
since dedicated reading devices could not browse the
Internet, view videos, play music, or perform other
media tasks, Also, as of 2012, no Android-based tablet
computer had proven to be a worthy rival to Apple’s
iPad. Some technology sector observers believed
that Google’s $199 Nexus 7 tablet computer might
challenge the iPad, but would likely be a more direct
rival of other Android-based tablets such as the $199
Kindle Fire.

APPLE’S RIVALS IN THE
PERSONAL COMPUTER
INDUSTRY

Hewlett-Packard

Hewlett-Packard (HP) was broadly diversified across
segments of the computer industry with business divi-
sions focused on information technology consulting
services, large enterprise systems, software, personal
computers, printers and other imaging devices, and
financial services. The company’s Personal Systems
Group (PSG), which manufactured and marketed HP
and Compaq desktop computers and portable comput-
ers, was its largest division, accounting for revenues of
almost $40 billion in 2011. HP recorded total net rev-
enues of $127 billion in 2011, with information tech-
nology services contributing $36 billion, imaging and
printing devices contributing nearly $25.8 billion, and
enterprise systems accounting for about $22.2 billion.
The company’s software business units accounted for
sales of nearly $3.2 billion and its financial services unit
contributed net revenue of about $3.6 billion in 2011.

PSG revenues declined by nearly 3 percent
between 2010 and 2011, primarily because of soft
demand and strong price competition in the market
for desktop PCs and notebook computers. During
2011, the company’s sales of desktop PCs and note-
book computers to consumers declined by 15 per-
cent, but improved overall by 2.3 percent because of
increased demand for PCs, notebooks, and worksta-
tions by businesses. Even with the increased demand
in the commercial segment, HP’s average selling price
declined by 5 percent between 2010 and 2011 because
of strong price competition among PC sellers. There
had been discussion within the company in 2011
that its Personal Systems Group should be divested
because of its weak operating profit margins relative
to its other business units. HP’s shipments of PCs dur-
ing the first quarter of 2012 declined by 16 percent
compared to the same period in 2011. Exhibit 4 pro-
vides the revenue contribution by PSG product line
for 2007 through 2011.

Dell Inc.

Dell Inc. was the world’s second-largest seller of per-
sonal computers, with revenues of about $62.1 billion
for the fiscal year ending January 2012. Exhibit 5
presents Dell’s revenues by product category for fis-
cal 2009 through fiscal 2012. Tough economic condi-
tions, declining demand for PCs by consumers, and
growing price competition in the PC industry had
significantly affected Dell’s financial performance,
with its revenues declining from $61.1 billion in fis-
cal 2008 to $52.9 billion in fiscal 2010. In addition,
Dell’s net earnings fell from $2.9 billion in fiscal 2008
to $2.5 billion in fiscal 2009 to $1.4 billion in fiscal
2010. In fiscal 2011, the company’s revenues and net
income had improved to $61.5 billion and $2.6 billion,
respectively, as the technology sector of the economy
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EXHIBIT 5 Dell's Revenues by Product Category, Fiscal 2009-Fiscal 2012

($ millions)

Source: Dell Inc., 2011 and 2012 10-K reports.

began to improve. The improvement strengthened
further in fiscal 2012 with Dell's net income improv-
ing to nearly $3.5 billion. The company offered a wide
range of desktop computers and portables, ranging
from low-end, low-priced models to state-of-the-art,
high-priced models. The company also offered serv-
ers; workstations; peripherals such as printers, moni-
tors, and projectors; and Wi-Fi products. Dell also
offered an Android-based Streak tablet computer line
and a Windows Phone 7 smartphone in 2012. The
company’s shipments of PCs declined by 16 percent
between the first quarter of 2011 and the first quar-
ter of 2012 because of aggressive pricing by certain
rivals. Lenovos deep price discounts had yielded a
36 percent volume gain between the first quarter of
2012 and the first quarter of 2012.

APPLE’S COMPETITIVE
POSITION IN THE PERSONAL
MEDIA PLAYER INDUSTRY

Although Apple didn’t introduce the first portable
digital music player, the company held a 78 percent
market share in digital music players in 2011, and
the name iPod had become a generic term used to
describe digital media players. When Apple launched
its first iPod, many critics did not give the product
much of a chance for success, given its fairly hefty
price tag of $399. However, the iPod’s sleek styling,
ease of use, and eventual price decreases allowed it to
develop such high levels of customer satisfaction and
loyalty that rivals found it difficult to gain traction in
the marketplace.

The most popular portable players in 2012 not
only played music but also could be connected to
Wi-Fi networks to play videos, access the Internet,
view photos, or listen to FM high-definition radio.
The iPod Touch was the best-selling media player in
2012 with more than 300 million units sold by year-
end 2011. Even though many competing MP3 play-
ers compared favorably to Apple’s iPod models, none
of Apples key rivals in the media player industry
had been able to achieve a market share greater than
5 percent in 2012. Most consumers did not find many
convincing reasons to consider any brand of media
player other than Apple.

In 2012, Apple offered four basic styles in the
iPod product line: the iPod shuffle, iPod nano, iPod
Touch, and iPod classic. Apple also sold an Apple TV
device that would allow users to play iPod content,
including over 15,000 movies and more than 90,000
TV episodes purchased at iTunes on their televisions.
The Apple TV device also allowed users to watch
streaming movies and other content provided by
Netflix, YouTube, Vimeo, or other Internet sources.

ITUNES

Aside from the iPod’s stylish design and ease of use,
another factor that contributed to the popularity of
the iPod was Apples iPod/iTunes combination. In
2011, more than 50 million customers visited the
iTunes Store to purchase and download music, videos,
movies, and television shows that could be played on
iPods, iPhones, or Apple TV devices. Also in 2011,
Apple’s iTunes Store recorded its 18 billionth down-
load since its launch in 2003. Additionally, iTunes




was the world’s most popular online movie store, with
customers purchasing and renting more than 50,000
movies each day.

The success of the iPod/iTunes combination gave
iTunes a 65 percent share of the U.S. digital music
market in 2011. Since downloads accounted for more
than 50 percent of all music sales in the United States,
iTunes’ commanding share of the digital music sales
also gave it a 23 percent share of total U.S. music sales.
Amazon.com was the second-largest seller of digital
music in the United States with 12 percent market
share, while new entrant Google Play hoped to cap-
ture the majority of music sales to users of Android-
based mobile phones.

APPLE’S COMPETITIVE
POSITION IN THE MARKET
FOR SMARTPHONES

The first version of the iPhone was released on June
29, 2007, and had a multitouch screen with a virtual
keyboard, a camera, and a portable media player
(equivalent to the iPod) in addition to text messag-
ing and visual voice mail. It also offered Internet ser-
vices including e-mail, web browsing (using access
to Apple’s Safari web browser), and local Wi-Fi con-
nectivity. More than 270,000 first-generation iPhones
were sold during the first 30 hours of the product’s
launch. The iPhone was named Time magazines
Invention of the Year in 2007.

The iPhone 3G was released in 70 countries on
July 11, 2008, and was available in the United States
exclusively through AT&T Mobility. The iPhone 3G
combined the functionality of a wireless phone and
an iPod, and allowed users to access the Internet wire-
lessly at twice the speed of the previous version of the
iPhone. Apple’s new phone also featured a built-in
global positioning system (GPS) and, in an effort to
increase adoption by corporate users, was compatible
with Microsoft Exchange.

The iPhone 3GS was introduced on June 19, 2009,
and included all of the features of the iPhone 3G but
could also launch applications and render web pages
twice as fast as the iPhone 3G. The iPhone 4 was
launched on June 24, 2010 and included video-calling
capabilities (only over a Wi-Fi network), a 5-megapixel
camera including flash and zoom, 720p video record-
ing, a longer-lasting battery, and a gyroscopic motion
sensor to enable an improved gaming experience. The
iPhone 4 sold more than 1.7 million units within three
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days of its launch. The iPhone 4S sold more than four
million units within the first three days of its October
14, 2011, launch. The 48§ utilized Apple’s dual-core A5
microprocessor, 1080p HD video recording, and Siri,
Apple’s intelligent assistant that responded to voice
requests. By 2011, Apple had expanded its carrier net-
work beyond AT&T to include Verizon, Sprint, and
C-Spire in the United States and a variety of carriers in
Europe and Asia. Industry observers expected a late-
2012 release date for the iPhone 5.

APP STORE

Like the iPod/iTunes combination, the 550,000 iPhone
applications and 170,000 iPad applications available at
Apples App Store helped the company build strong
competitive positions in the markets for smartphones
and tablet computers. In 2012, more than 25 billion
iPhone and iPad apps had been downloaded from the
App Store. With more than 1 billion downloads per
month and a 90 percent revenue share of the mobile
software market, Apple had been able to pay more
than $3.4 billion to app developers. Users of Apple’s
iPods, iPhones, iPads, or Macs could also use the com-
pany’s iMatch or iCloud services that integrated apps,
iBooks, and iTunes purchased at the App Store to all
devices owned by the individual. The iCloud service
also allowed users to share calendars and contacts,
wirelessly push photographs to all devices, and back
up data from Apple devices.

DEMAND AND COMPETITION
IN THE SMARTPHONE
MARKET

Worldwide shipments of smartphones increased from
1.7 billion units in 2009 to 4.9 billion units in 2011,
Although the worldwide market for mobile phones
declined 1.5 percent between the first quarter of 2011
and the first quarter of 2012, the global market for
smartphones experienced a year-over-year increase
of 42.5 percent. Developing countries such as China
offered the greatest growth opportunities but also
presented challenges to smartphone producers. For
example, there were 700 million mobile phone users
in China, but popular-selling models were quickly
counterfeited, it was difficult to develop keyboards that
included the thousands of commonly used characters
in the Chinese language, and most consumers pre-
ferred inexpensive feature phones over smartphones.
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Nevertheless, many analysts expected China to account
for 10 percent of worldwide smartphone shipments
within the near term. Apple began selling the iPhone
4 in China in 2010 through its partnership with China
Telecom, the country’s second-largest wireless provider
and its network of 25 flagship stores located in the
country’s largest cities. The iPhone 4S became avail-
able in China in January 2012—making it available in
90 countries within three months of its initial launch.
With the market for smartphones growing rapidly
and supporting high average selling prices, competi-
tion was becoming more heated. Google’s entry into
the market with its Android operating system had
allowed vendors such as HT'C, Motorola, and Samsung
to offer models that matched many of the features of
the iPhone—so much so, that in August 2012 a jury
awarded Apple more than $1 billion in a copyright
infringement case against Samsung. In fact, Android’s
strong capabilities had made it the number-one smart-
phone platform in the United States with a 50.9 percent
market share in May 2012. Apple’s iPhone platform
accounted for a 31.9 percent share of smartphones in
the United States in May 2012, Android-based Sam-
sung smartphones were the best-selling brand of
smartphones in 2011 and the first quarter of 2012.
Android’s quick rise to the top spot among smartphone
platforms led to the August 2011 announcement by
Google that the company would enter the handset seg-
ment of the smartphone industry and the tablet com-
puter business through the $12.5 billion acquisition
of Motorola Mobility. Google’s $199 Nexus 7 tablet
computer that was launched in June 2012 was its first
new hardware product introduced after the Motorola
Mobility acquisition. Exhibit 6 presents shipments and
market shares for the leading smartphone producers
between 2009 and the second quarter of 2012.

APPLE’S PERFORMANCE
IN 2012

As of mid-2012, Apple’s outstanding performance
had not been impeded by the loss of Steve Jobs as
CEO and the inspiration of its most important and
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innovative products. The company’s quarterly rev-
enue for the second quarter of 2012 of $39.2 billion
was 59 percent higher than in the same period in
2011 and its quarterly profit of $11.6 billion repre-
sented a 94 percent year-over-year increase. The
company’s quarterly shipments of 4 million Macs
was 7 percent greater than in the second quarter of
2011, its sales of 11.8 million iPads was a 151 percent
improvement of the same period in 2011, and its
iPhone sales of 35.1 million units was 88 percent
more than were shipped during the second quarter of
2012. Unit sales for the iPod fell to 7.7 million, which
was a 15 percent decline from the second quarter
of 2011. :

The biggest concerns for the company going
into the third quarter of 2012 were how Google’s
entry into the market for smartphone handsets and
tablet computers would impact the company’s sales
of iPhones and iPads. Clearly, iPad and iPhone sales
were the largest contributors to the company’s 2011
and early-2012 performance, and a steady stream of
future innovative products would be necessary to sup-
port Apple’s lofty stock price. Even though Tim Cook
was successfully leading the company after the death
of Steve Jobs, it was Jobs who had been widely recog-
nized as the visionary force behind the development
of the iPod, iPhone, and iPad. Cook had yet to preside
over the development of such groundbreaking prod-
ucts that could give rise to new markets that would be
dominated by Apple.

There was little doubt that Google intended to
exploit its status as the number-one smartphone plat-
form to end Apple’s dominance over the markets for
smartphones and tablet computers. While the Nexus
7 had done little to affect iPad sales since its June
2012 launch, Google’s Android operating system had
allowed Samsung to leapfrog over Apple to become the
largest seller of smartphones in 2011 and early-2012.
Most of Samsung’s market share gains came at the
expense of RIM, Nokia, and HTC, since Apple’s share
increased as well, but it seemed clear that Google and
its Android partners seemed resolute in the strategic
intent of attacking Apple in its key markets.
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innovative products. The company’s quarterly rev-
enue for the second quarter of 2012 of $39.2 billion
was 59 percent higher than in the same period in
2011 and its quarterly profit of $11.6 billion repre-
sented a 94 percent year-over-year increase. The
company’s quarterly shipments of 4 million Macs
was 7 percent greater than in the second quarter of
2011, its sales of 11.8 million iPads was a 151 percent
improvement of the same period in 2011, and its
iPhone sales of 35.1 million units was 88 percent
more than were shipped during the second quarter of
2012. Unit sales for the iPod fell to 7.7 million, which
was a 15 percent decline from the second quarter
of 2011.
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entry into the market for smartphone handsets and
tablet computers would impact the company’s sales
of iPhones and iPads. Clearly, iPad and iPhone sales
were the largest contributors to the company’s 2011
and early-2012 performance, and a steady stream of
future innovative products would be necessary to sup-
port Apple’s lofty stock price. Even though Tim Cook
was successfully leading the company after the death
of Steve Jobs, it was Jobs who had been widely recog-
nized as the visionary force behind the development
of the iPod, iPhone, and iPad. Cook had yet to preside
over the development of such groundbreaking prod-
ucts that could give rise to new markets that would be
dominated by Apple.

There was little doubt that Google intended to
exploit its status as the number-one smartphone plat-
form to end Apple’s dominance over the markets for
smartphones and tablet computers. While the Nexus
7 had done little to affect iPad sales since its June
2012 launch, Google’s Android operating system had
allowed Samsung to leapfrog over Apple to become the
largest seller of smartphones in 2011 and early-2012,
Most of Samsung’s market share gains came at the
expense of RIM, Nokia, and HTC, since Apple’s share
increased as well, but it seemed clear that Google and
its Android partners seemed resolute in the strategic
intent of attacking Apple in its key markets.




