The Apple of Your i

A quick glance at Apple’s stock history in Figure 4-27 will
iel] you that Apple is an incredibly successful and dramatic
company, having peaks around the wm of the century, in
2007-2008, and again in 2012. At its high, it had the highest
market value of any public company worldwide. Apple has
been so successful that the NASDAQ stock exchange con-
cluded Apple’s price was skewing the price of the NASDAQ
100 Index and reduced Apple’s weight in that index from 20
percent to 12 percent. But today? As of this writing, Apple stock
is rading at $600 after hirting a low of $390 in 2013 and peaking
at a high of more than $700 in 2012. Since Steve Jobs's death,
there haven’t been any groundbreaking products like the iPod,
iPhone, and iPad. What does the future look like for Apple and
its shareholders? Bleak, especially if you consider its past his-
tory without Jobs.

Early Success and Downfall

At the dawn of the personal computer 4g%
Apple pioneered well-engineered home comp '
novative interfaces with its Apple [I PC for the home and its
Macintosh computer for students and knowledge WOrkers

At one point, Apple owned more than 2p percent of the PC
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However, Apple lost its way.
chief innovator, lost a fight with the

forced out. He founded another PC compd
developed and sold a gmundbreaking pC product that was 00
innovative to sell well in that era. Meanwhile, Apple employed

a succession of CEOs, starting with John Sculley, who was hired
away from Pepsi-Cola where he'd enjoyed considerable suc-
cess. Sculley’s knowledge and experience did not transfer well
to the PC business, however, and the company went downhill
50 fast that CNBC named him the 14th worst American CEO of
1l time. '3 Two other CEOs followed in Sculley’s footsteps.
During this period, Apple made numerous mistakes, among
them not rewarding innovative engineering, creating too many
products for too many market segments, and losing the respect of
the retail computer stores. Apple’s PC market share plummeted.

Steve Jobs, Second Verse

In 1996, Apple bought Jobs's NeXT computing and gained
technology that became the [oundation of Mac OS X, t
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however, was Steve Jobs. Even he, however, couldn’t create an
overnight miracle. It is exceedingly difficult to regain lost mar-
ket share and even more difficult to regain the respect of the
retail channel that had come to view Apple’s products with dis-
dain. Even by 2011, Apple’s PC market share was in the range
of 10 percent to 12 percent, dowr from a high of 20 percent in

the 1980s.
In response to these problems, Apple broke away from the

PC and created new markets with its iPod, iPhone, and iPad.
It also countered retailer problems by opening its own stores.
In the process, it pioneered the sale of music and applications
over the Internet.

iPod, iPhone, and iPad devices are a marvel of creativity
and engineering. They exude not only ease of use, but also
now/wow/fun coolness. By selling hot music for the iPod,
Apple established a connection with a dynamic segment of
the market that was willing to spend lots of money on bright,
shiny objects. The ability to turn the iPhone on its side to
rotate images probably sold more iPhones than anything
else. With rhe iPad, portable devices became readable, ang
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pelled Apple’s stores not only bevey,

All of this success PTO .
vanilla retailers like Best Buy but also beyond the lofty b,

of Tiffany & Co. In 9011, Apple stores were grossing more .
54,000 per square foot, compared with $3,000 for Tiffanyay |
mere $880 for Best Buy. As of 2014, Apple operates mare th.
424 such retail ﬂllﬂEtb and has welcomed more than a bifiy-
customer visits.*

Apple encourages customer visits and Joyalty with its ope: H
and inviting sales floor, its Genius Bar help desk, and s«
credibly well-trained and disciplined sales force. Salespeop:
who are not commissioned, are taught (o be consultants
help customers solve problems. Even some vocabulary $85
;Tilﬂ:d. When an employee cannot solve a cusiomer s &

» the word unfortunately is to be avoided; employes ¥

taught '
Bht to use the phrase as it turns out, instead.™ Ty 18
YOUr next exam!| |



e has sold 25 billion sangs through its iTunes online

: i million bouks through its iBookstore, and a mere 60
51?“'1" applications downloaded through its App Store, Apple
mumﬂ‘ ,:hg qumber-one PC software channel, '
i ﬂ;?ﬂ“eﬂ courage the development of iPhone and ipad apps,
\pple shares its revenue with application developers. That
ould be more than §13 billion paid to developers over the
cars® Developers responded by creating 1,000,000 iOS ap-
sications. and an army of developers are at work building
tyousands more while you read this.

By the way, if you want to build an i0S§ application, what's
the f;ﬁt thing you need to do? Buy a Macintosh. Apple closed
is development to any other development method. Adabe
Flash? Noway. Apple claims that Flash has too many bugs, and

nethaps so. Thus, Flash developers are excluded. Microsoft
Gitverlight? Nope. Microsoft developers are out in the cold
ipo, The nou-Apple development community was furious, and
Apple’s response was, in essence, “Fine, we'll pay our $2.5
billion o someone else.’

The bartom line? Uniil Jobs's death, every sales success fed
every other sales success. Hot music fed the iPod. The iPod fed
iTunes and created a growing customer base that was ripe for
the iPhone. Sales of the iPhone fed the stores, whose success
led the developer community, which fed more applicatiuns,
which fed the iPhope and set the stage for the iPad, which
led the App Stare, which led to mare loyal customers and, of
taurse, to mare developers,

Apple Without Steve Jobs

ts hard 10 see a happy future for Apple. It floundered when
lobs was fired in the 1990s, and b most likely will flounder
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Which of Porter's four competlive strategies do€s

Apple engage in? Explain,
tant factors

. What do you think are the three most impor

in Apple’s pasl success? Justify your answer.
ctober 2011. Until his death.

. Steve Jobs passed away in O _
soul of Apple’s innovation.

he had been the heart and

Today, 86,000 Apple employees continu
absence. A huge question for many inve tors is whether
ssful witheut him. The current

the company can be succe
indicate that the market does

stock price would seem 1o
nat. What do you think? What role did Jobs play? How
can Apple respond to his loss? Would you be willing to

st in Apple without his leadership? Why or why fiot?

e onward in his
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inve
Microsoft took an early lead in the development of sfate
devices (like the iPad), and it had the world’s leading
operating system and applications for more than 20
years. Provide five reasons why Microsoft has not been
able o achieve the same success that Apple has. Most
industry analysts would agree that the skills and abili-
iies of Microsofts 102,000 employees are as good, en

average, as Apple’s,
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4-10. Until June 2012, PixelSense was called Surface. At
that time, Microsoft repurposed the name tc use€ 01
its tablet devices. Surface was changed to PixelSense.

What conclusions do you draw from these naming
decisions?



