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1 INTRODUCTION 
 

Dear Student 
 
The purpose of this tutorial letter is to provide feedback on Assignment 01. You are required to 
read through the contents of this tutorial letter carefully, as it offers you guidance on what was 
expected from you with regard to Assignment 01. This tutorial letter also suggests possible 
improvements which you may incorporate into Assignment 02. Each assignment covers the 
contents of specific learning units and the associated learning outcomes. The outcomes in 
learning units 1, 2, 3 and 4 were assessed in Assignment 01. 

 
Assignment 01 dealt with a discussion on the concepts of strategy, strategic planning and 
strategic management. It also introduced you to the importance, benefits and risks of strategy. It 
also dealt with the concept of competitive advantage and the requirements for a sustainable 
competitive advantage. Finally, Assignment 01 considered the structure, dynamics and 
attractiveness of the industry in which Apple is competing. Students were expected to present 
answers in an essay format, using the prescribed assignment guidelines provided in section 
6.3.2 of Tutorial Letter 101. Feedback and comments on Assignment 01 was made through the 
use of an assignment evaluation sheet (rubric), which was presented in section 1.3 of Tutorial 
Letter 101 (Annexure B). The assignment evaluation sheet is a useful tool to guide you on how 
marks have been allocated and it helps you to identify areas that need immediate improvement. 
As stated in your Tutorial Letter 101, you will realise that only one out of the four questions was 
marked. However, this tutorial letter contains feedback on all the questions in the assignment. 
 
As stated previously, we strongly recommend that students submit their assignments online via 
myUnisa, in PDF format, so as to allow speedy and efficient assignment administration in terms 
of receipt, marking and delivery back to the student. For those who submitted their assignments 
online, you will receive your marked assignments, together with the marker’s assessment, in 
your myLife e-mail account immediately after marking has been completed. For those who have 
submitted the assignment by post, you will receive your marked assignment, together with the 
marker's comments and the assignment evaluation sheet (rubric), in the post or by courier.  
 
 

2 FEEDBACK ON ASSIGNMENT 01 
Assignment 01 was an essay-type assignment based on Apple’s innovation strategy, provided 
in Annexure A of Tutorial Letter 101. You had to answer all four questions and you should have 
used this article to support statements made in the last two questions. For the first two 
questions you were required to support your discussion with examples from any appropriate 
organisational context of your choice, examples from the case study would also have been 
considered. Tutorial Letter 101, section 6.3.2, provided you with guidelines for answering essay-
type questions. If you did not adhere to these guidelines, you would have been penalised in 
your assignment. In addition, merely copying facts from the prescribed book, without supporting 
your answers with theoretical information obtained from accredited scientific articles or practical 
examples where necessary, is not sufficient. You needed to demonstrate that you could balance 
strategic management theory and the application of strategic planning concepts in real business 
settings.  

 
You also needed to satisfy the correct technical requirements by structuring your essay 
according to the guidelines mentioned above, in other words, your essay had to consist of an 
introduction, a main body of discussion and a conclusion. Remember that you had to number 
your pages and that the headings in the text also had to be numbered. You should have 
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included a table of contents, as the first page of the assignment, as well as a list of references. 
It is important to note that up to five marks were deducted for not meeting the technical 
requirements. The body of your assignment should not have exceeded 10 pages, excluding the 
cover page, introduction, conclusion and list of references. 

We could not provide detailed model answers for case studies where application to a chosen 
organisation was required. Each student's answer differed and was assessed individually. 
Marks were allocated based on the strength of your arguments and practical application. Some 
guidelines have been given below on how marks were allocated.  
 
An essay assignment starts with an introduction. The aim of the introduction is to introduce key 
concepts addressed in your assignment as well as various issues to be discussed. It is also 
important for your assignment to introduce the reader to the company on which the assignment 
is based – in this case, Apple Inc.  
 
The following is an example of an introduction to the assignment: 
 
1 INTRODUCTION 
 
The selection of a successful strategy for a specific company or organisational situation is 
dependent on the ability of the organisation to perform an intensive diagnosis of the specific 
environment and the organisation’s competitive situation in the industry (Chan, Shaffer & 
Snape, 2004). In the contemporary business environment, organisations are faced with 
increasingly ever-changing customer demands; thus, it is important for organisations to identify 
and select strategies that are suitable to sustain a competitive advantage (Amit & Schoemaker, 
1993; Mahoney & Pandian, 1992).  
 
The discussion that follows is on questions 1-4 and is based on Apple’s innovation strategy. 
More specifically, the discussion will deal with explanations of the concepts of strategy, strategic 
planning and strategic management, together with the use of practical examples. This 
discussion will also deal with the importance, benefits and risks of strategy. A discussion of the 
concept of competitive advantage and an explanation of the requirements for a sustainable 
competitive advantage for Apple follows. The concluding section of the assignment deals with 
an analysis of the structure, dynamics and attractiveness of the industry in which Apple is 
competing. Examples from the case study are used. 
 
Now you can start answering the assignment questions, with headings and subheadings that 
correspond with the questions. 
 
 
2 CONCEPTS IN STRATEGIC MANAGEMENT 
 
Explain the concepts of strategy, strategic planning and strategic management. Use practical 
examples (3 or more) to support your discussion.  
 
Strategy 
 
Strategy can be described as the long-term direction of the organisation, a pattern in a stream 
of decisions, the means by which organisations achieve their objectives and the deliberate 
choice of a set of activities to achieve competitive advantage. The following is the strategy for 
Unisa: “At Unisa, everything we do is inspired by our vision, mission and values. They are the 
key components of our strategic planning.” 
 
 



MNG3701/201/2015 

5 

OR 
 
Strategy can be defined as the direction provided by the actions and decisions of strategists in 
pursuit of organisational goals.  
 
Practical example from the case study 
 
Apple’s strategy includes enhancing and expanding its own retail and online stores and its third-
party distribution network to effectively reach more customers and provide them with a high-
quality sales and post-sales support experience. 
 
OR 
 
Strategy has generally been acknowledged as the result or outcome of fundamentally important 
pre-emptive, innovative management decisions about an organisation’s strategic direction and 
strategic action plans to attain a sustainable competitive advantage and achieve its long-term 
objectives in rapidly changing and competitive external business environments. 
 
OR 
 
“What business strategy is all about is, in a word, competitive advantage – the sole purpose of 
strategic planning is to enable a company to gain, as efficiently as possible, a sustainable edge 
over its competitors, which implies an attempt to alter a company's strength relative to that of its 
competitors in the most efficient way” (Ohmae, 1982:3). 
 
OR 
 
“The art of making the most intelligent choices – those that will help us to use our limited 
resources to win the competition for value creation – greater value for your customers and 
greater profit for your company” (Pietersen, 2002:44–47). 
 
OR 
 
“A company's strategy provides direction and guidance, in terms of not only what the company 
should do, but also what it should not do. Knowing what not to do can be as important as 
knowing what to do, strategically” (Thompson, Peteraf, Gamble & Strickland, 2012:52–53).  
 
(See Venter et al, chapter 1, page 10, or the study guide, pages 22–24.) 
 
Strategic planning 
 
Strategic planning or strategy formulation is the first phase of an integrated strategic 
management process, based on the concepts of strategic thinking and strategy, and comprises 
the following three main decision stages:  
 

(1) deciding on the future of the organisation 
(2) analysing the organisation's external and internal environments 
(3) selecting appropriate competitive strategies – strategic choice 

 
Strategic planning or strategy formulation specifies the strategies that need to be implemented 
for the achievement of an organisation's long-term objectives. Strategic planning involves 
making decisions about the organisation's long-term goals and strategies. Strategic planning 
becomes an ongoing activity in which all managers are encouraged to think strategically and 
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focus on long-term, externally-oriented issues as well as short-term tactical and operational 
issues” (Bateman & Snell, 2013:133–135) 
 
(See Venter et al, chapter 1, page 4, or the study guide, pages 24–26.) 
 
Strategic management 
 
Traditionally, strategic management has been defined as setting strategic direction, setting 
goals, crafting a strategy, implementing and executing strategy, and then, over time, initiating 
whatever correct adjustments are deemed appropriate. But recent research has suggested that 
strategy is not a sequential and discrete process; it is a rather more messy, overlapping and 
iterative process. However, the overall purpose of a strategy remains the attainment of a long-
term position of advantage. 
 
The purpose of strategic management is to ensure that the organisation applies the following 
four key elements of a successful strategy: 

1. A clear and consistent long-term strategic direction in terms of what the organisation 
wants to achieve in future. 

2. A profound understanding of the competitive environment, to ensure that the organisation 
is able to align itself with opportunities and to deal with threats as effectively as possible. 

3. An objective knowledge of the key resources and capabilities that the organisation 
possess, as well as an understanding of its value for the organisation, to allow the 
organisation to build on these and develop a distinct advantage. 

4. The proper alignment of the organisation's structure, systems, culture and functional and 
operational management to ensure the effective implementation of strategic plans, 
projects and initiatives. 
 

Strategic management is ultimately about consistently aligning the organisation with its internal 
and external environments.   
 
Strategic management involves managers from all parts of the organisation in the formulation 
and implementation of strategies. It integrates strategic planning and management into a single 
process.” (Bateman & Snell, 2013:138). 
 
“Strategic management consists of the analyses, decisions, and actions an organisation 
undertakes in order to create and sustain competitive advantages” (Dess, Lumpkin & Eisner, 
2008:8). 

 
“The art and science of formulating, implementing, and evaluating cross-functional decisions 
that enable an organisation to achieve its objectives” (David, 2013:35).  
 
(See Venter et al, chapter 1, page 10, or the study guide, pages 26–29.) 
 
 
In this section, the main learning point is that there are multiple definitions for strategy, strategic 
planning and strategic management and organisations will apply these concepts within their 
contexts.  
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3 IMPORTANCE, BENEFITS AND RISKS OF STRATEGY 
 
Discuss the importance, benefits and risks of strategy. Use practical examples (3 or more) to 
support your arguments.  
 

• Strategy is a coherent narrative about the future direction of an organisation.  
• Strategy combines the views and thinking of many members of the organisation and 

communicates the outcome back to the organisation so that everyone follows the same 
strategy. 

• It provides members of the organisation with a framework to guide their decision-making. 
• It provides an actionable blueprint for achieving its aspirations. More specifically, the 

importance of strategy and, hence, strategic management is confirmed in the following 
broad terms: 

 
 It provides for cohesive strategic thinking and an innovative and future-oriented 

decision framework for the organisation. 
 It pools the contributions by organisational members, thereby facilitating the 

communication of strategy to all. 
 It is the verbalisation of the organisation's aspirations and serves as a source of 

motivation for everyone in the organisation. 
 
Despite its acclaimed benefits, strategic management also deals with risks of a strategic nature. 
Even though there are different perspectives on risk, Slywotzky and Drzik (2005:80) define 
strategic risk as “an array of external events and trends that can devastate a company's growth 
trajectory and shareholder value”.  
 
Strategic risk can be categorised into seven major categories, namely: 
 industry risk 
 technology risk  
 brand risk 
 competitor risk 
 customer risk 
 project risk  
 stagnation risk  

 
Rowe (2009) cautions that there is a common view that strategic risk is about managing risk 
strategically instead of examining it as a category similar to operational, financial and other risk 
areas. This is a common view that mainly stems from the complexity and difficulty of identifying 
strategic risk.  
 
(See Venter et al, chapter 1, page 9 or the study guide, pages 38–39.)  
 
 
 
 
 
 
 
 
 
 
 
 



 

8 

 
4 COMPETITIVE ADVANTAGE AND SUSTAINABLE COMPETITIVE ADVANTAGE 
 
Discuss the concept of competitive advantage and explain the requirements for a sustainable 
competitive advantage for Apple. Use the case study to support your arguments.  
 
A competitive advantage occurs when a significant number of buyers prefer the company's 
products or services over those of its competitors and when the basis for this preference is 
sustainable over the long term. 
 
For competitive advantages to be sustainable, they must be valuable, rare, too difficult or costly 
to imitate, non-tradable, durable and based on the exceptional deployment of organisational 
resources, capabilities and distinctive or core competencies in satisfying customer needs and 
market demands better than the competitors do. However, apart from the organisation’s unique, 
rare and valuable resources, capabilities and distinctive or core competencies, the following 
competitive business level strategies could also be important sources of competitive advantage: 
 

• a cost-leadership strategy 
• a differentiation strategy 
• a focus strategy, based on either cost leadership or differentiation 
• a best-cost provider strategy, based on optimal customer value creation 

 
(See Venter et al, chapter 3, page 48, or the study guide, pages 33–34.) 
 
Requirements for a sustainable competitive advantage 
 
Valuable – The devices and software Apple make are designed to work well with each other 
and synchronise easily so that preferences and media can be copied or shared with multiple 
devices without much effort. Applications work on multiple devices at the same time − even with 
a single purchase − and user interfaces are very similar across devices. According to a Harvard 
Business Review blog, posted by Ron Adner, when Apple broadened its product portfolio from 
iPods to iPhones, it carried over not only the technology and software that powered the iPod, 
but also users’ entire music collections and iTunes’ entire supplier base. The move was not 
about just switching costs, but also about leveraging existing relationships to create an 
enhanced offering. 
 
Rare, too difficult or costly to imitate – Vertical integration has given Apple a competitive 
advantage, as it owns chip manufacturers, controls manufacturing, follows extremely strict 
software standards and operates in a nearly closed ecosystem of proprietary retail stores. With 
these advantages, the company has more control over its value chain and, more importantly, its 
component costs. Google’s (GOOG) acquisition of Motorola and Microsoft’s (MSFT) acquisition 
of Nokia were made with the objective of pursuing this end-to-end strategy, but this has, until 
now, only worked for Apple. Furthermore, Apple is known to have the most popular, addictive 
and tightly integrated ecosystem of all technology companies 
 
Non-tradable – Apple has built a closed ecosystem, with the company having control over 
nearly every activity in the supply chain – from design to retail. It has outsourced its assembly 
for economic reasons, but has also partnered with manufacturing companies that understand 
that Apple’s products require different techniques and approaches, which often must be 
accommodated by very little lead time. 

 
Durable – When it comes to smartphone innovation, Apple changed its strategy in a 
fundamental way. Instead of releasing one new premium product each year, Apple has now 

http://blogs.hbr.org/2012/03/amazon-vs-apple-competing-ecos/
http://marketrealist.com/quote-page/goog/
http://marketrealist.com/quote-page/msft/
http://marketrealist.com/2014/01/microsoft-nokia-acquisition/
http://marketrealist.com/2014/01/microsoft-nokia-acquisition/
http://www.washingtonpost.com/business/technology/apple-likely-to-unveil-2-new-smartphones/2013/09/10/fe107898-1a1d-11e3-a628-7e6dde8f889d_story.html
http://www.washingtonpost.com/business/technology/apple-likely-to-unveil-2-new-smartphones/2013/09/10/fe107898-1a1d-11e3-a628-7e6dde8f889d_story.html
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adopted the approach favoured by the world’s most successful consumer brands, that is, 
creating a high-end premium line for the most affluent customers and a scaled-down product 
line, at a lower price point, for everyone else. In the case of Apple, it means offering the high-
end Apple iPhone 5S in gold, silver and platinum to its most affluent customers, and a cheaper 
iPhone 5C in fun plastic colours for everyone else. In other words, people with the gold cards 
get the gold phones and the creative types get the colourful phones. Apple’s new approach has 
consequences for innovation in the smartphone market. The innovative new technologies that 
are included as part of the iPhone 5S – like the fingerprint sensor Touch ID, the upgraded 
camera functionality and the new motion sensor chip for fitness apps – were unveiled for the 
5S, but not the 5C. This means that consumer innovation is a top-down, rather than a bottom-
up, process. 

 
Based on the exceptional deployment of organisational resources, capabilities and 
distinctive or core competencies in satisfying customer needs and market demands 
better than the competitors do – Apple attempts to increase market demand for its products 
through differentiation, which entails making its products unique and attractive to consumers. 
The company’s products have always been designed to be ahead of the curve compared to its 
peers. Despite severe competition, Apple has succeeded in creating demand for its products, 
giving the company power over prices through product differentiation, innovative advertising, 
ensured brand loyalty and hype around the launch of new products. By focusing on customers 
who are willing to pay more and by maintaining a premium price at the cost of unit volume, 
Apple also created an artificial entry barrier to competitors. 
 
Valuable resources, capabilities and distinctive or core competencies –Apple’s business 
strategy leverages its unique ability to design and develop its own operating systems, hardware, 
application software and services to provide its customers with new products and solutions that 
are associated with superior ease-of-use, seamless integration and innovative design. Known 
for its innovation, Apple has, furthermore, established a unique reputation in the consumer 
electronics industry and has a loyal customer base for reasons as diverse as its philosophy of 
aesthetic design to its unusual advertising campaigns. The company believes a high-quality 
buying experience greatly enhances its ability to attract and retain customers. Thus, Apple’s 
strategy includes enhancing and expanding its own retail and online stores and its third-party 
distribution network to effectively reach more customers and provide them with a high-quality 
sales and post-sales support experience. 

 
The key learning point made in this section is that industries are undergoing small changes all 
the time. These changes may be from outside the industry or from within. However, 
organisations need to combine both sustainability and competitive advantage in order to survive 
in the long run. 

 

 

 

 

 

 

 

 

http://www.washingtonpost.com/business/technology/apple-likely-to-unveil-2-new-smartphones/2013/09/10/fe107898-1a1d-11e3-a628-7e6dde8f889d_story.html
http://www.washingtonpost.com/business/technology/apple-likely-to-unveil-2-new-smartphones/2013/09/10/fe107898-1a1d-11e3-a628-7e6dde8f889d_story.html
http://techcrunch.com/2013/09/10/iphone-5c/
http://techcrunch.com/2013/09/10/iphone-5c/
http://www.washingtonpost.com/business/technology/apple-likely-to-unveil-2-new-smartphones/2013/09/10/fe107898-1a1d-11e3-a628-7e6dde8f889d_story.html
http://www.washingtonpost.com/business/technology/apple-likely-to-unveil-2-new-smartphones/2013/09/10/fe107898-1a1d-11e3-a628-7e6dde8f889d_story.html
http://www.washingtonpost.com/business/technology/five-things-to-know-about-apples-new-iphones/2013/09/10/79bfe02e-1a4a-11e3-a628-7e6dde8f889d_story.html
http://www.washingtonpost.com/business/technology/five-things-to-know-about-apples-new-iphones/2013/09/10/79bfe02e-1a4a-11e3-a628-7e6dde8f889d_story.html
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5 STRUCTURE, DYNAMICS AND ATTRACTIVENESS OF AN INDUSTRY 
 
Analyse the structure, dynamics and attractiveness of the industry in which Apple is competing. 
Use examples (3 or more) from the case study to support your answer. 
 
Analysing the industry structure in which Apple is competing 
The first and fundamental determinant of an organisation’s profitability is industry structure. The 
general types of industry structure are monopoly, duopoly and oligopoly −and the competitive 
implications of major types of competition, namely monopolistic and perfect competition.  
 
A monopoly player, such as a state-owned enterprise, serves in a closed domestic 
environment and normally has a total advantage, while it retains government support. In a 
monopoly there are high barriers to exit and entry into the market for firms. A low degree of 
competition is evident and the market is stable and predictable. It appears that Apple is 
operating in a completely volatile environment, with a major competitor, namely Samsung, in the 
smartphone category. Thus, it cannot be regarded as a monopoly.  
 
An oligopolistic structure is characterised by a few large organisations, each with substantial 
shares of the market. They try to maintain their own long-term competitive advantage through 
crafting largely defensive strategies. In an oligopoly there are significant barriers to exit and 
entry into the market, there is a moderate degree of competition and the market share is stable. 
Apple does not fall within the category of oligopolistic structure as Apple’s stock price was flat 
for 2013, although the shares rose 33% in the second half of the year, reversing steep losses in 
the first six months, as the company had to deal with concerns regarding slowing revenue 
growth and losing market share to Android. The company saw its stock price decline after it 
reported its first quarter 2014 earnings, due to disappointing iPhone sales and a poor outlook. 
Apple chief executive officer (CEO), Tim Cook, is facing pressure over a lack of innovation, as 
Apple has yet to introduce any groundbreaking products, although there have been 
speculations around an iWatch or iTV that could offer a new revenue opportunity. 
 
Monopolistic competition has more rivals of a similar size, which can result in less stability 
and short-term competitive advantage. This leads to aggressive strategic approaches and more 
intense competition. There is also a moderate to high degree of competition. A low to moderate 
degree of market stability is evident. Despite severe competition, Apple has succeeded in 
creating demand for its products, giving the company power over prices through product 
differentiation, innovative advertising, ensured brand loyalty and hype around the launch of new 
products. By focusing on customers who are willing to pay more and by maintaining a premium 
price at the cost of unit volume, Apple also set up an artificial entry barrier to competitors. 
 
Perfect competition implies that an organisation would require an aggressive strategic 
approach. The market would be volatile, with frequent entry and exit of players. There exist a 
large number of identical firms with no barriers to entry and exit. There is also a high degree of 
competition and a low degree of market stability. Apple does not fall within this category, as it 
has more rivals of a similar size that can result in less stability and short-term competitive 
advantage. This leads to aggressive strategic approaches and more intense competition. 

 
The key learning point in this section is that the type of role player will determine the extent of 
industry competition or a lack of it, as in the case of monopolies. Few, if any, organisations will 
operate in industry structures that correspond to these theoretical models, but will rather be 
positioned somewhere on a continuum between the two extremes. However, the greater the 
number of rivals in an industry, the closer it will be to perfect competition. 
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Analysing the industry dynamics in which Apple is competing 
 
Industry dynamics refer to the rate of competitive and structural changes in an industry over 
time. The management challenge of dynamic industries is to know at all times the rules of the 
industry, who their competitors are and why change takes place. Change can be due to external 
factors, such as technological change or a change in one or more of the industry forces, or 
internal factors, such as new product and/or process development, or some other factors. When 
it comes to smartphone innovation, Apple just changed its strategy in a fundamental way. 
Instead of releasing one new premium product each year, Apple has now adopted the approach 
favoured by the world’s most successful consumer brands, that is, creating a high-end premium 
line for the most affluent customers and a scaled-down product line, at a lower price point, for 
everyone else. In the case of Apple, it means offering the high-end Apple iPhone 5S in gold, 
silver and platinum to its most affluent customers and a cheaper iPhone 5C in fun plastic 
colours for everyone else. In other words, people with the gold cards get the gold phones and 
the creative types get the colourful phones. Apple’s new approach has consequences for 
innovation in the smartphone market. The innovative new technologies that are included as part 
of the iPhone 5S – like the fingerprint sensor Touch ID, the upgraded camera functionality and 
the new motion sensor chip for fitness apps – were unveiled for the 5S, but not the 5C. This 
means that consumer innovation is a top-down, rather than a bottom-up, process. 
 
Just as some economists believe that the economic benefits from cutting taxes for the 
wealthiest citizens of a nation will eventually “trickle down” to the broader population; Apple now 
believes that technological innovation will eventually “trickle down” to the broader population of 
smartphone users. The elite athletes and the elite photographers may gravitate to the new 
iPhone 5S to check out the motion sensor and the new camera features.  
 
 
Analysing the industry attractiveness in which Apple is competing 

 
According to Porter (2008), customers, suppliers and competitors are the primary determinants 
of industry competition. Competitors, in turn, are comprised of existing competitors, potential 
competitors and substitute providers. This results in seven forces which are primarily 
responsible for industry attractiveness (in terms of both the nature of competition in an industry 
and its profitability). The seven forces of industry attractiveness are customers, suppliers, 
existing competitors, potential competitors, substitute products and services, government 
intervention and complementors. 
 
Customers: Powerful customer buying power increases industry competitiveness and reduces 
industry profitability. The power of buyers is high when: (a) they are few in number or when they 
have the ability to buy in bulk; (b) the product or service being offered is similar, making it easier 
to switch to alternate suppliers; (c) the value of the buyers' purchases is a significant portion of 
the seller’s total income; and (d) the buyers can move backwards into the supply chain by 
acquiring or developing the ability to produce the products or services themselves. Apple has 
succeeded in creating demand for its products, giving the company power over prices through 
product differentiation, innovative advertising, ensured brand loyalty and hype around the 
launch of new products. Apple has also succeeded in creating demand for its products by 
focusing on customers who are willing to pay more and by maintaining a premium price at the 
cost of unit volume. 
 
Power of suppliers: Powerful suppliers can increase industry competitiveness and reduce 
industry profitability. Supplier power is high when: (a) there are only a few major suppliers and 
they are highly concentrated in relation to the industry they serve; (b) supplies to the industry 
are not similar, thereby making it difficult for incumbents to switch to alternative suppliers; (c) 

http://www.washingtonpost.com/business/technology/apple-likely-to-unveil-2-new-smartphones/2013/09/10/fe107898-1a1d-11e3-a628-7e6dde8f889d_story.html
http://www.washingtonpost.com/business/technology/apple-likely-to-unveil-2-new-smartphones/2013/09/10/fe107898-1a1d-11e3-a628-7e6dde8f889d_story.html
http://www.washingtonpost.com/business/technology/apple-likely-to-unveil-2-new-smartphones/2013/09/10/fe107898-1a1d-11e3-a628-7e6dde8f889d_story.html
http://www.washingtonpost.com/business/technology/apple-likely-to-unveil-2-new-smartphones/2013/09/10/fe107898-1a1d-11e3-a628-7e6dde8f889d_story.html
http://techcrunch.com/2013/09/10/iphone-5c/
http://techcrunch.com/2013/09/10/iphone-5c/
http://www.washingtonpost.com/business/technology/apple-likely-to-unveil-2-new-smartphones/2013/09/10/fe107898-1a1d-11e3-a628-7e6dde8f889d_story.html
http://www.washingtonpost.com/business/technology/apple-likely-to-unveil-2-new-smartphones/2013/09/10/fe107898-1a1d-11e3-a628-7e6dde8f889d_story.html
http://www.washingtonpost.com/business/technology/five-things-to-know-about-apples-new-iphones/2013/09/10/79bfe02e-1a4a-11e3-a628-7e6dde8f889d_story.html
http://www.washingtonpost.com/business/technology/five-things-to-know-about-apples-new-iphones/2013/09/10/79bfe02e-1a4a-11e3-a628-7e6dde8f889d_story.html
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few or no alternative or substitute products or services exists; (d) the suppliers can move 
forward into the supply chain; and (e) the value of the industry’s purchases represents but a 
small portion of the suppliers total income (i.e. suppliers' income is derived from serving other or 
multiple industries). Apple sells its products and resells third-party products – in most of its 
major markets – directly to consumers through its retail and online stores and direct sales. The 
company also employs a variety of indirect distribution channels, such as third-party cellular 
network carriers, wholesalers, retailers and value-added resellers. Apple uses a retail strategy 
called “minimum advertised price” (or MAP). Minimum advertised pricing policies prohibit 
resellers or dealers from advertising a manufacturer’s products below a certain minimum price. 
MAP is usually enforced through marketing subsidies offered by a manufacturer to its resellers. 
In addition, Apple’s price strategy is effective insofar as it prevents retailers from competing 
directly with Apple’s own stores and it also ensures that no one reseller has an advantage over 
another. So Apple is able to keep its distribution channels clean as well as make more money 
on its direct sales. The Macworld article further noted that iPhones were not under a strict 
pricing model, as they are sold at a lower price with wireless contract deals, as retailers gain a 
commission from carriers. 
 
 
Existing industry members and rivalry: Intense rivalry has the effect of increasing industry 
competitiveness and reducing profitability where they prevail. The degree of rivalry is dependent 
on industry growth rate as well as the number of players, their relative size and competitive 
abilities. Competitive rivalry is high when: (a) there are a large number of rivals who are 
relatively equal in size and power; (b) the industry is growing slower and incumbents are vying 
for the support of existing customers rather than seeking new customers; (c) incumbents carry 
huge fixed costs; (d) rivals have excess capacity; and (e) existing players are unable to exit the 
industry either due to the high costs associated with ceasing operations or high exit barriers. 
 
Potential competitors and threat of entry: Ease of entry will increase industry 
competitiveness and adversely affect profitability. Organisations, therefore, create entry barriers, 
which are forces intent on keeping potential competitors out, while offering protection to existing 
industry incumbents. There are six barriers to entry, namely: (a) capital required; (b) access to 
distribution; (c) cost disadvantages not related to size; (d) economies of scale; (e) government 
legislation and regulation; and (f) high switching costs. Apple has set up an artificial entry barrier 
to competitors. It has succeeded in creating demand for its products, giving the company power 
over prices through product differentiation, innovative advertising, ensured brand loyalty and 
hype around the launch of new products. It has also succeeded in creating demand for its 
products by focusing on customers who are willing to pay more and by maintaining a premium 
price at the cost of unit volume. 
 
Providers of substitute products and services: It is possible that an increase of substitutes 
coming from outside the immediate industry, but which could replace industry products, would 
increase competitiveness and reduce industry profitability. 
 
Government intervention: Note that government intervention could be enhancing (e.g. 
deregulation) or constraining (e.g. nationalisation, competition policy). It could affect the 
structure, competitiveness and profitability of industries, especially where interventions are 
industry specific (e.g. telecommunications, energy and licensing in the retail liquor sector). 
 
Complementors as additional forces: Complementors are products that enhance an industry 
member's own products (e.g. lease financing that enhances the sale of cars or handsets to use 
the service provided by mobile communication providers such as MTN, Vodacom and CellC). 
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The key learning point made in this section is that where the original seven factors all have high 
ratings, industry competition increases and profitability decreases and vice versa. The three 
steps of a seven forces analysis include the analysis of each one of the seven forces and 
determining their combined effect, which then provides an indication of the overall 
attractiveness or otherwise of an industry. This information is vital for strategic planning.  
 
 
7 CONCLUSION 
 
Now you can conclude your assignment with a brief overview of the main discussion points. The 
following is an example of a conclusion to the assignment: 
 
Contemporary organisations are operating in turbulent business environments. For an 
organisation like Apple, which operates in an environment where competitiveness is high, 
innovation and keeping up to date with technological advancements becomes important. This 
assignment dealt with the use of the concepts, strategy, strategic planning and strategic 
management. It also considered the importance, benefits and risks of strategy. Competitive 
advantage as well as the requirements for a sustainable competitive advantage for Apple was 
discussed. This assignment was concluded with the analysis of the structure, dynamics and 
attractiveness of an industry using Apple’s case study. 
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4 CONCLUSION 
Please note that all relevant tutorial letters, including this one, are available on myUnisa. Make 
use of myUnisa, the discussion forum and the additional resources sections. These are useful 
ways to keep in touch with developments in the course and you have the opportunity to interact 
with your fellow students. 
 
You are welcome to contact us if you have any queries. We trust that the information in this 
tutorial letter has given you a better understanding of how to balance strategic management 
theory and application. 
 
We wish you success with Assignment 02. 
 
Mrs NV Moraka  
Prof N Sewdass 
Department of Business Management 
Unisa 
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