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Apple Inc. iPhone Market Structure
Question A: Market Structure 
Apple Inc. has an oligopolistic market structure. This is attributable to the small number of companies and control of the largest market share (Klepper 37). Contrary to the monopoly market structure where one firm dominates the market, Apple Inc. has close few competitors including Samsung Dell and HTC among others. There is no upper limit to the number of companies in an oligopoly market structure. However, the number of firms has to less in such as a way that an action of a single firm influences the competitors. Apple Inc. has maintained a significant market share as an oligopoly firm in the Smartphone and operating system in the market. The cost of operating the firm is high to prevent new entrants into the industry. The cost implication creates barrier for new entrants and competitors (Neary 672). The financial stability of Apple Inc. enables the company to enjoy economies of scale by purchasing supplies in bulk. Thus, the company can set its price on the products. The low cost of production of the company’s products enables the firm to sell great and innovative products at lower prices. Thus, the firm can influence competition through reduced prices and keep the firms with higher prices at bay. Oligopolies can enhance their earnings above what a free market would provide. 
An oligopoly market is characterized by joint price control (Neary 670). Thus, there is mutual interdependence among firms when strategically setting the prices of the products in the market to benefit from enormous profits. Consequently, firms in the oligopolistic market structure such as the one that Apple Inc operates are forced to comply with the trend in the pricing to avoid the risk of losing demand and competitive takeovers. However, a firm does not enjoy high profit after a reduction on the products’ prices for a longer time since the rest of the firms follows suit to even the playing field. Other barriers to entry to new firms include; existing patents, customer loyalty, control of market needs and raw materials, and the high cost of customer conversion (Klepper 37). Further, developed production line and advanced technology are required. 
Apple's iPhone is a prominent oligopoly in the market. In fact, it is one of the largest and profitable markets globally. To remain dominant in the oligopolistic market, Apple Inc. enters into mergers and acquisitions with firms operating in the technology market. For instance, Apple Inc. acquired LinX to take advantage of the camera expertise of the company ("Apple Buys Multi-Lens, DSLR-Quality Camera Tech With $20M Purchase Of LinX Imaging"). The acquisition was aimed at creating common policies in pricing the products to discourage new entrants in the market. Mergers are common in the Smartphone industry to ensure the survival of firms and to continue earning the profit. 
Question B: The Market Structure and Financial Performance 
Table 1: Apple Inc. Sales and Net Income for the Last Three Years
	Year
	Sales (Million $)
	Net Income (Million $)

	2014
	182,795
	39,510

	2015
	233,715
	53,394

	2016
	215,639
	45,687


("Investor Relations - SEC Filings - Apple")
Figure 1: Graph on Apple Inc Sales and Net Income for the Last Three Years

An oligopoly market is characterized by high profit and sales because of the ability of the firms to influence the prices in the market. For instance, Apple Inc made sales of approximately $ 182.8, $ 233.7, $ 215.7 trillion for the years 2014, 2015, and 2016 respectively ("Investor Relations - SEC Filings - Apple"). The company has continuously experienced a rise in the profit with an exception of fiscal year 2016. The decrease in the net profit and sales was attributed to a reduction in demand for iPhone and the weakness in the most foreign currencies ("Investor Relations - SEC Filings - Apple"). IPhone earns the company the highest revenue compared to other categories of products. For instance in the fourth quarter of the company sales, iPhone generated 60.1% of the revenue ("Apple Sales Revenue Share By Product 2012-2017 | Statistic").  
The difference in OS of the products in the market gives iPhone a competitive advantage over other Smartphones. IPhone make the use of iOS while other products use Android as their OS. Thus, when consumers opt for iOS, it is only provided by iPhone (Zhu, Liu and Chintagunta). On the other hand, the choice of Android could be obtained from other competitors. Thus, the competitors have a significant competitive pressure. When a product in the technology industry fails to achieve a breakthrough in features, failure is almost certain particularly in oligopolistic markets (Neary 694)
Question C: Impact on Possible Changes 
The likely changes in the industry may include; new entrants in the market, government intervention on prices, advanced technology, changes in consumer taste and preference and formation of powerful mergers among others (Klepper 37). New entrants in the market would affect the profitability of Apple Inc due to the provision of substitutes in the market. Provision of substitute’s products that may suit the future needs and preferences of consumers might lower the sales of the iPhone and affect the profitability of the product. To remain competitive however, the company should continue differentiating the iPhone to add more features to suit ever changing consumer taste and preferences. Moreover, the company might be forced to reduce the prices of the iPhone to remain competitive in the market. 
Advanced technology is another possible change that the firm might experience in the future. The technology intensive industry is characterized by evolving technology. It is the obligation for the firms in the market to realign its strategies according to the changing and new technologies to remain relevant in the market (Klepper 37). Thus, technology may interfere in the performance of Apple Inc. if it fails to adapt to new technologies and innovations. 
Price intervention by the government is a common practice by governments especially to the basic commodities (Neary 674). In future, the use of Smartphone might be a necessity and the price regulations may surface the technology industry. The oligopolistic market structure enjoys high profits due to their ability to control the quantity of products produced in the market as well as their prices. However, price ceilings might be introduced in the future to protect the consumers from exploitation and the firm’s profitability might change in the future. 
Mergers are also common in oligopolistic markets (Neary 672). The Smartphone industry might change in the future by the formation of powerful mergers in terms of technology, resources among other competitive factors. When such mergers appear in the market, the sales of Apple Inc might reduce if it fails to remain creative and innovative in development of the Smartphones. Currently, the most preferred Operating System is the Android and the iOS (Zhu, Liu and Chintagunta). A new OS might come into the market and beat the OS used by the company currently affecting its performance. 
Changes in the consumer preference and taste are another factor that could affect the performance of the company in the future. Thus, the company should invest the research and development to promote innovation and creativity to produce superior products in the market to match the consumers’ needs.
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