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Executive Summary

Computer Hardware Industry
Computers & Media Are Converging

To thrive, companies must diversify their product lines and 
continually innovate to remain competitive

Apple
Apple is making a comeback

The iPod is a runaway success

Can Apple Capitalize & Overcome Their Own Demons?
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Consumer Products

A Broad Topic

http://rds.yahoo.com/S=96062857/K=brick/v=2/SID=e/TID=I019_83/l=II/R=1/SS=i/OID=e22d7fe66ac04d06/SIG=1h3mg5mco/EXP=1109634098/*-http%3A//images.search.yahoo.com/search/images/view?back=http%3A%2F%2Fimages.search.yahoo.com%2Fsearch%2Fimages%3Fp%3Dbrick%26toggle%3D1%26ei%3DUTF-8%26fr%3DFP-tab-web-t&h=177&w=195&imgcurl=www.takoma.com%2Farchives%2Fphotos%2F2003%2F12%2Fbrick.gif&imgurl=www.takoma.com%2Farchives%2Fphotos%2F2003%2F12%2Fbrick.gif&size=18.3kB&name=brick.gif&rcurl=http%3A%2F%2Fwww.takoma.com%2Farchives%2Fcopy%2F2003%2F12%2Fbricks.html&rurl=http%3A%2F%2Fwww.takoma.com%2Farchives%2Fcopy%2F2003%2F12%2Fbricks.html&p=brick&type=gif&no=1&tt=385,391
http://rds.yahoo.com/S=96062857/K=aluminum/v=2/SID=e/TID=I019_83/l=II/R=5/SS=i/OID=a5ccc0e66ff912a4/SIG=1itdnjaql/EXP=1109634371/*-http%3A//images.search.yahoo.com/search/images/view?back=http%3A%2F%2Fimages.search.yahoo.com%2Fsearch%2Fimages%3Fp%3Daluminum%26toggle%3D1%26ei%3DUTF-8%26fr%3DFP-tab-web-t&h=364&w=497&imgcurl=libertyware.net%2F_images%2Fproductimages%2FFry%2520Pan%2520Aluminum.jpg&imgurl=libertyware.net%2F_images%2Fproductimages%2FFry%2520Pan%2520Aluminum.jpg&size=29.0kB&name=Fry%20Pan%20Aluminum.jpg&rcurl=http%3A%2F%2Flibertyware.net%2F_products%2Fsubgroups%2Faluminumcookware.htm&rurl=http%3A%2F%2Flibertyware.net%2F_products%2Fsubgroups%2Faluminumcookware.htm&p=aluminum&type=jpeg&no=5&tt=606,556
http://rds.yahoo.com/S=96062857/K=cell+phone/v=2/SID=e/TID=I019_83/l=II/R=1/SS=i/OID=a83d2146aabd8dc2/SIG=1fu8hclmj/EXP=1109634433/*-http%3A//images.search.yahoo.com/search/images/view?back=http%3A%2F%2Fimages.search.yahoo.com%2Fsearch%2Fimages%3Fp%3Dcell%2Bphone%26toggle%3D1%26ei%3DUTF-8%26fr%3DFP-tab-web-t&h=316&w=169&imgcurl=www.biblehelp.org%2Fcell%2520phone%2520LargeS105.jpg&imgurl=www.biblehelp.org%2Fcell%2520phone%2520LargeS105.jpg&size=9.8kB&name=cell%20phone%20LargeS105.jpg&rcurl=http%3A%2F%2Fwww.rfracing.com%2Fcontact.htm&rurl=http%3A%2F%2Fwww.rfracing.com%2Fcontact.htm&p=cell+phone&type=jpeg&no=1&tt=169,836
http://rds.yahoo.com/S=96062857/K=candy+bar/v=2/SID=e/TID=I019_83/l=II/R=2/SS=i/OID=c2da36ce1a2ef704/SIG=1gqsbn7vg/EXP=1109634520/*-http%3A//images.search.yahoo.com/search/images/view?back=http%3A%2F%2Fimages.search.yahoo.com%2Fsearch%2Fimages%3Fp%3Dcandy%2Bbar%26ei%3DUTF-8%26fr%3DFP-tab-web-t%26fl%3D0%26x%3Dwrt&h=152&w=215&imgcurl=www.allstarvendingservices.com%2Fimages%2Fcandy_bars.jpg&imgurl=www.allstarvendingservices.com%2Fimages%2Fcandy_bars.jpg&size=12.5kB&name=candy_bars.jpg&rcurl=http%3A%2F%2Fwww.allstarvendingservices.com%2Fproducts.htm&rurl=http%3A%2F%2Fwww.allstarvendingservices.com%2Fproducts.htm&p=candy+bar&type=jpeg&no=2&tt=40,741
http://rds.yahoo.com/S=96062857/K=shoe/v=2/SID=e/TID=I019_83/l=II/R=5/SS=i/OID=e763038c291c35c6/SIG=1m7ip78n3/EXP=1109634563/*-http%3A//images.search.yahoo.com/search/images/view?back=http%3A%2F%2Fimages.search.yahoo.com%2Fsearch%2Fimages%3Fp%3Dshoe%26ei%3DUTF-8%26fr%3DFP-tab-web-t%26fl%3D0%26x%3Dwrt&h=400&w=400&imgcurl=www.gymworkoutgear.com%2Fworkout%2Fshoes%2Fimages%2FNike_Air_Zoom_Adrenaline_Shoe_close-up.jpg&imgurl=www.gymworkoutgear.com%2Fworkout%2Fshoes%2Fimages%2FNike_Air_Zoom_Adrenaline_Shoe_close-up.jpg&size=12.0kB&name=Nike_Air_Zoom_Adrenaline_Shoe_close-up.jpg&rcurl=http%3A%2F%2Fwww.gymworkoutgear.com%2Fworkout%2Fshoes%2FNike_Air_Zoom_Adrenaline_Shoe_close-up.htm&rurl=http%3A%2F%2Fwww.gymworkoutgear.com%2Fworkout%2Fshoes%2FNike_Air_Zoom_Adrenaline_Shoe_close-up.htm&p=shoe&type=jpeg&no=5&tt=403,029
http://rds.yahoo.com/S=96062857/K=coca-cola/v=2/SID=e/TID=I019_83/l=II/R=3/SS=i/OID=da21592cfbb585e0/SIG=1in7920oi/EXP=1109634597/*-http%3A//images.search.yahoo.com/search/images/view?back=http%3A%2F%2Fimages.search.yahoo.com%2Fsearch%2Fimages%3Fp%3Dcoca-cola%26ei%3DUTF-8%26fr%3DFP-tab-web-t%26fl%3D0%26x%3Dwrt&h=224&w=118&imgcurl=www.stoned.it%2Fmain%2FDrinks-A-Z%2Fimages%2Fcoca%2520cola.jpg&imgurl=www.stoned.it%2Fmain%2FDrinks-A-Z%2Fimages%2Fcoca%2520cola.jpg&size=8.5kB&name=coca%20cola.jpg&rcurl=http%3A%2F%2Fwww.stoned.it%2Fmain%2FDrinks-A-Z%2Flinks%2FU%2Fupgraded%2520linux.htm&rurl=http%3A%2F%2Fwww.stoned.it%2Fmain%2FDrinks-A-Z%2Flinks%2FU%2Fupgraded%2520linux.htm&p=coca-cola&type=jpeg&no=3&tt=158,346
http://rds.yahoo.com/S=96062857/K=playstation/v=2/SID=e/TID=I019_83/l=II/R=2/SS=i/OID=78e49d7327056182/SIG=1naugatr6/EXP=1109634623/*-http%3A//images.search.yahoo.com/search/images/view?back=http%3A%2F%2Fimages.search.yahoo.com%2Fsearch%2Fimages%3Fp%3Dplaystation%26ei%3DUTF-8%26fr%3DFP-tab-web-t%26fl%3D0%26x%3Dwrt&h=285&w=380&imgcurl=lams.slcusd.org%2Fpages%2Fteachers%2Fcoward%2Fwebzine2k3%2Ffirst%2Fgregweb%2Frobbieweb%2FPlaystation-2.jpg&imgurl=lams.slcusd.org%2Fpages%2Fteachers%2Fcoward%2Fwebzine2k3%2Ffirst%2Fgregweb%2Frobbieweb%2FPlaystation-2.jpg&size=18.2kB&name=Playstation-2.jpg&rcurl=http%3A%2F%2Flams.slcusd.org%2Fpages%2Fteachers%2Fcoward%2Fwebzine2k3%2Ffirst%2Fgregweb%2Frobbieweb%2Fps2.htm&rurl=http%3A%2F%2Flams.slcusd.org%2Fpages%2Fteachers%2Fcoward%2Fwebzine2k3%2Ffirst%2Fgregweb%2Frobbieweb%2Fps2.htm&p=playstation&type=jpeg&no=2&tt=926,904
http://rds.yahoo.com/S=96062857/K=jewelry/v=2/SID=e/TID=I019_83/l=II/R=2/SS=i/OID=51f9da44eeffc426/SIG=1g76mojec/EXP=1109634794/*-http%3A//images.search.yahoo.com/search/images/view?back=http%3A%2F%2Fimages.search.yahoo.com%2Fsearch%2Fimages%3Fp%3Djewelry%26ei%3DUTF-8%26fl%3D0%26imgsz%3Dall%26fr%3DFP-tab-web-t%26b%3D1&h=223&w=272&imgcurl=www.cheapest-jewelry.com%2Fimages%2Fmain_jewelry.jpg&imgurl=www.cheapest-jewelry.com%2Fimages%2Fmain_jewelry.jpg&size=13.6kB&name=main_jewelry.jpg&rcurl=http%3A%2F%2Fwww.cheapest-jewelry.com%2Fjewelry&rurl=http%3A%2F%2Fwww.cheapest-jewelry.com%2Fjewelry&p=jewelry&type=jpeg&no=2&tt=2,767,884
http://rds.yahoo.com/S=96062857/K=shirt/v=2/SID=e/TID=I019_83/l=II/R=18/SS=i/OID=5827adb6adc31bc0/SIG=1lpsr99ie/EXP=1109634817/*-http%3A//images.search.yahoo.com/search/images/view?back=http%3A%2F%2Fimages.search.yahoo.com%2Fsearch%2Fimages%3Fp%3Dshirt%26ei%3DUTF-8%26fr%3DFP-tab-web-t%26fl%3D0%26x%3Dwrt&h=600&w=511&imgcurl=www.intermountaintraders.com%2Facatalog%2Fwabasso_shirt_b.jpg&imgurl=www.intermountaintraders.com%2Facatalog%2Fwabasso_shirt_b.jpg&size=73.6kB&name=wabasso_shirt_b.jpg&rcurl=http%3A%2F%2Fwww.intermountaintraders.com%2Facatalog%2FOnline_Mountain_Shop_The_North_Face_Wabasso_Plaid_Short_Sleeve_Shirt_1202.html&rurl=http%3A%2F%2Fwww.intermountaintraders.com%2Facatalog%2FOnline_Mountain_Shop_The_North_Face_Wabasso_Plaid_Short_Sleeve_Shirt_1202.html&p=shirt&type=jpeg&no=18&tt=1,477,281
http://rds.yahoo.com/S=96062857/K=cereal/v=2/SID=e/TID=I019_83/l=II/R=18/SS=i/OID=220b792d7b4bb08e/SIG=1mnj2fiea/EXP=1109634959/*-http%3A//images.search.yahoo.com/search/images/view?back=http%3A%2F%2Fimages.search.yahoo.com%2Fsearch%2Fimages%3Fp%3Dcereal%26ei%3DUTF-8%26fr%3DFP-tab-web-t%26fl%3D0%26x%3Dwrt&h=165&w=170&imgcurl=www.mypricechopper.com%2F0_GraphicsAdItems%2FCereal_Klg_Asst_A.jpg&imgurl=www.mypricechopper.com%2F0_GraphicsAdItems%2FCereal_Klg_Asst_A.jpg&size=8.6kB&name=Cereal_Klg_Asst_A.jpg&rcurl=http%3A%2F%2Fwww.mypricechopper.com%2F0_WeeklyAd%2FWeeklyAd_Stub.las%3F-token.S%3D411T9RA04C01408P75316E81yYyN6L523AD2E3%7C4192%7C0820%7C%7C%7C&rurl=http%3A%2F%2Fwww.mypricechopper.com%2F0_WeeklyAd%2FWeeklyAd_Stub.las%3F-token.S%3D411T9RA04C01408P75316E81yYyN6L523AD2E3%7C4192%7C0820%7C%7C%7C&p=cereal&type=jpeg&no=18&tt=68,265
http://rds.yahoo.com/S=96062857/K=calculator/v=2/SID=e/TID=I019_83/l=II/R=4/SS=i/OID=6358205d7946370a/SIG=1hq65gund/EXP=1109635017/*-http%3A//images.search.yahoo.com/search/images/view?back=http%3A%2F%2Fimages.search.yahoo.com%2Fsearch%2Fimages%3Fp%3Dcalculator%26ei%3DUTF-8%26fr%3DFP-tab-web-t%26fl%3D0%26x%3Dwrt&h=191&w=195&imgcurl=www.streettech.com%2Farchives_gadget%2Fti68Calculator.jpg&imgurl=www.streettech.com%2Farchives_gadget%2Fti68Calculator.jpg&size=7.6kB&name=ti68Calculator.jpg&rcurl=http%3A%2F%2Fwww.streettech.com%2Farchives_gadget%2Fti68Calculator.html&rurl=http%3A%2F%2Fwww.streettech.com%2Farchives_gadget%2Fti68Calculator.html&p=calculator&type=jpeg&no=4&tt=203,048
http://rds.yahoo.com/S=96062857/K=camera/v=2/SID=e/TID=I019_83/l=II/R=1/SS=i/OID=c38954d7d70c096e/SIG=1g853quvh/EXP=1109635093/*-http%3A//images.search.yahoo.com/search/images/view?back=http%3A%2F%2Fimages.search.yahoo.com%2Fsearch%2Fimages%3Fp%3Dcamera%26ei%3DUTF-8%26fr%3DFP-tab-web-t%26fl%3D0%26x%3Dwrt&h=240&w=320&imgcurl=www.akibalive.com%2Farchives%2Fnew_sony_camera.jpg&imgurl=www.akibalive.com%2Farchives%2Fnew_sony_camera.jpg&size=19.5kB&name=new_sony_camera.jpg&rcurl=http%3A%2F%2Fwww.akibalive.com%2Farchives%2F000214.html&rurl=http%3A%2F%2Fwww.akibalive.com%2Farchives%2F000214.html&p=camera&type=jpeg&no=1&tt=3,720,457
http://rds.yahoo.com/S=96062857/K=o-cel-o/v=2/SID=e/TID=I019_83/l=II/R=5/SS=i/OID=d50c66599df3c148/SIG=1kmj6491t/EXP=1109636784/*-http%3A//images.search.yahoo.com/search/images/view?back=http%3A%2F%2Fimages.search.yahoo.com%2Fsearch%2Fimages%3Fp%3Do-cel-o%26toggle%3D1%26ei%3DUTF-8%26fr%3DFP-tab-web-t&h=200&w=200&imgcurl=a1468.g.akamai.net%2Ff%2F1468%2F580%2F1d%2Fpics.drugstore.com%2Fprodimg%2F70284%2F200.jpg&imgurl=a1468.g.akamai.net%2Ff%2F1468%2F580%2F1d%2Fpics.drugstore.com%2Fprodimg%2F70284%2F200.jpg&size=8.6kB&name=200.jpg&rcurl=http%3A%2F%2Fwww.drugstore.com%2Fqxp70284_332828_sespider%2Fo_cel_o%2Fsponges_handy_size_4_pack.htm&rurl=http%3A%2F%2Fwww.drugstore.com%2Fqxp70284_332828_sespider%2Fo_cel_o%2Fsponges_handy_size_4_pack.htm&p=o-cel-o&type=jpeg&no=5&tt=46
http://rds.yahoo.com/S=96062857/K=disposable+razor/v=2/SID=e/TID=I019_83/l=II/R=29/SS=i/OID=a7902072c3ebe6ba/SIG=1ho0f29t7/EXP=1109636904/*-http%3A//images.search.yahoo.com/search/images/view?back=http%3A%2F%2Fimages.search.yahoo.com%2Fsearch%2Fimages%3Fp%3Ddisposable%2Brazor%26ei%3DUTF-8%26fl%3D0%26imgsz%3Dall%26fr%3DFP-tab-web-t%26b%3D21&h=135&w=167&imgcurl=www.bluegoldusa.com%2Fimages%2Fdorco708_sm.gif&imgurl=www.bluegoldusa.com%2Fimages%2Fdorco708_sm.gif&size=6.8kB&name=dorco708_sm.gif&rcurl=http%3A%2F%2Fwww.bluegoldusa.com%2Fwholesale%2Fdoubleblade_razors.shtml&rurl=http%3A%2F%2Fwww.bluegoldusa.com%2Fwholesale%2Fdoubleblade_razors.shtml&p=disposable+razor&type=gif&no=29&tt=305
http://rds.yahoo.com/S=96062857/K=dvd/v=2/SID=e/TID=I019_83/l=II/R=4/SS=i/OID=8df9471fd5bc72a6/SIG=1hu6md0vk/EXP=1109636946/*-http%3A//images.search.yahoo.com/search/images/view?back=http%3A%2F%2Fimages.search.yahoo.com%2Fsearch%2Fimages%3Fp%3Ddvd%26ei%3DUTF-8%26fr%3DFP-tab-web-t%26fl%3D0%26x%3Dwrt&h=945&w=3862&imgcurl=www.oslohificenter.no%2Fprod%2Fel%2Fimg%2Fta_img%2Fb%2Fdvd1230_a_b.jpg&imgurl=www.oslohificenter.no%2Fprod%2Fel%2Fimg%2Fta_img%2Fb%2Fdvd1230_a_b.jpg&size=367.3kB&name=dvd1230_a_b.jpg&rcurl=http%3A%2F%2Fwww.oslohificenter.no%2Fprod%2Fel%2Fdvd%2Fta_dvd.html&rurl=http%3A%2F%2Fwww.oslohificenter.no%2Fprod%2Fel%2Fdvd%2Fta_dvd.html&p=dvd&type=jpeg&no=4&tt=4,707,579
http://rds.yahoo.com/S=96062857/K=tylenol/v=2/SID=e/TID=I019_83/l=II/R=1/SS=i/OID=4e3e53222251d7b8/SIG=1h77unimm/EXP=1109637091/*-http%3A//images.search.yahoo.com/search/images/view?back=http%3A%2F%2Fimages.search.yahoo.com%2Fsearch%2Fimages%3Fp%3Dtylenol%26ei%3DUTF-8%26fr%3DFP-tab-web-t%26fl%3D0%26x%3Dwrt&h=220&w=220&imgcurl=www.nobodysells4less.com%2Fimages%2Ftylenol_caplets.jpg&imgurl=www.nobodysells4less.com%2Fimages%2Ftylenol_caplets.jpg&size=7.9kB&name=tylenol_caplets.jpg&rcurl=http%3A%2F%2Fwww.nobodysells4less.com%2Ftylenol_extra-strength2.htm&rurl=http%3A%2F%2Fwww.nobodysells4less.com%2Ftylenol_extra-strength2.htm&p=tylenol&type=jpeg&no=1&tt=4,311
http://rds.yahoo.com/S=96062857/K=toys/v=2/SID=e/TID=I019_83/l=II/R=6/SS=i/OID=537dfc09e85f2aee/SIG=1kdi521l5/EXP=1109637398/*-http%3A//images.search.yahoo.com/search/images/view?back=http%3A%2F%2Fimages.search.yahoo.com%2Fsearch%2Fimages%3Fp%3Dtoys%26ei%3DUTF-8%26fr%3DFP-tab-web-t%26fl%3D0%26x%3Dwrt&h=360&w=360&imgcurl=www.alibaba.com%2Fphoto%2F50041766%2FToys__R_C_Mini_Motorbike_W_Charger_Station.jpg&imgurl=www.alibaba.com%2Fphoto%2F50041766%2FToys__R_C_Mini_Motorbike_W_Charger_Station.jpg&size=34.2kB&name=Toys__R_C_Mini_Motorbike_W_Charger_Station.jpg&rcurl=http%3A%2F%2Fwww.alibaba.com%2Fcatalog%2F50041766%2FMagic_Bean_Set_Toys_.html&rurl=http%3A%2F%2Fwww.alibaba.com%2Fcatalog%2F50041766%2FMagic_Bean_Set_Toys_.html&p=toys&type=jpeg&no=6&tt=1,698,456
http://rds.yahoo.com/S=96062857/K=football+rawlings/v=2/SID=e/TID=I019_83/l=II/R=12/SS=i/OID=dc8d659c998ccd68/SIG=1gpv47t06/EXP=1109637573/*-http%3A//images.search.yahoo.com/search/images/view?back=http%3A%2F%2Fimages.search.yahoo.com%2Fsearch%2Fimages%3Fp%3Dfootball%2Brawlings%26ei%3DUTF-8%26fr%3DFP-tab-web-t%26fl%3D0%26x%3Dwrt&h=197&w=250&imgcurl=www.playitagainlouisville.com%2Fimages%2Fst5nf.jpg&imgurl=www.playitagainlouisville.com%2Fimages%2Fst5nf.jpg&size=23.0kB&name=st5nf.jpg&rcurl=http%3A%2F%2Fwww.playitagainlouisville.com%2Frawlingst5.htm&rurl=http%3A%2F%2Fwww.playitagainlouisville.com%2Frawlingst5.htm&p=football+rawlings&type=jpeg&no=12&tt=429
http://rds.yahoo.com/S=96062857/K=cymbal+monkey/v=2/SID=e/TID=I019_83/l=II/R=5/SS=i/OID=f8703804e24bfd84/SIG=1ii76abhq/EXP=1109642878/*-http%3A//images.search.yahoo.com/search/images/view?back=http%3A%2F%2Fimages.search.yahoo.com%2Fsearch%2Fimages%3Fp%3Dcymbal%2Bmonkey%26ei%3DUTF-8%26fr%3DFP-tab-web-t%26fl%3D0%26x%3Dwrt&h=250&w=214&imgcurl=www.kitestailstoys.com%2Fcatalog%2Ftoys%2Fimages%2Fcymbalmonkey.jpg&imgurl=www.kitestailstoys.com%2Fcatalog%2Ftoys%2Fimages%2Fcymbalmonkey.jpg&size=14.6kB&name=cymbalmonkey.jpg&rcurl=http%3A%2F%2Fwww.kitestailstoys.com%2Fcatalog%2Ftoys%2Fcymbalmonkey.html&rurl=http%3A%2F%2Fwww.kitestailstoys.com%2Fcatalog%2Ftoys%2Fcymbalmonkey.html&p=cymbal+monkey&type=jpeg&no=5&tt=29


Consumer Products – Three Categories

Cyclical 
Goods

Apparel/Accessories
Appliance & Tool
Audio & Video Equip.
Auto & Truck Parts
Footwear
Furniture & Fixtures
Jewelry & Silverware
Photography
Recreational Products
Textiles - Non Apparel
Tires

Beverages (Alcoholic)
Beverages (Non-Alcoholic)
Crops
Fish/Livestock
Food Processing
Office Supplies
Personal & Household 
Products
Tobacco

Computer Hardware
Computer Peripherals
Computer Services
Computer Storage 
Devices
Software & Programming

Non-Cyclical
Goods Technology

WIDE VARIETY OF PRODUCTS CROSSING 
MULTIPLE INDUSTRY SECTORS

Area of 
Focus



Computer Hardware Industry

The Products The Players

Notebooks

Desktops

PDAs

MP3 Players

Routers

Servers

Storage Devices
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Computer Hardware Industry - Size

Apparel
4%

Recreation
6%

Other Goods & 
Services

4%

Housing
41%

Food & 
Beverage

16%

Transportation
17%

Education & 
Communication

6%

Medical Care
6%

Computer
Hardware
Industry

0.19% of Typical Basket of 
Goods

Source: Dept. of Commerce

Source: Dec 2004 CPI Report from BLS
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Computer Hardware Industry - Size

Computer
Hardware
Industry

$147.6 Billion in 2004

1.3% of GDP

Source: Dept. of Commerce
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Industry Size & Growth
GDP
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Industry Size & Growth
% Growth: GDP vs. Revenue
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Market Structure - Oligopoly
Desktop Market

2002
Apple
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Market Structure – Oligopoly or Monopoly?

iRiver
2%
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3% Rio

3%
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88%

Hard Drive-Based Music 
Player Market 2004

Source: www.macobserver.com/article/2004/11/03.2.shtml



Production & Cost Issues
Revenues
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Production & Cost Issues
Revenues per Employee
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Production & Cost Issues
Net Income
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Economic Factors for the Industry

Non-Economic
Brand Image & Brand Loyalty
New Technologies/Obsolescence
Referral Marketing
Natural Disasters, War & Terrorism

Economic
Consumer Income
Consumer Confidence
Government Spending
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Apple’s Background

"So we went to Atari and said, 'Hey, we've got this 
amazing thing, even built with some of your parts, and 
what do you think about funding us? Or we'll give it to 
you. We just want to do it. Pay our salary, we'll come 
work for you.' And they said, 'No.' 

So then we went to Hewlett-Packard, and they said, 'Hey, 
we don't need you. You haven't got through college 
yet.'" 

--Apple Computer Inc. founder Steve Jobs on  attempts to get Atari and H-P interested 
in his and Steve Wozniak's personal computer. 



Apple’s Background

1976 
The Beginning

1985 -1997
The Missteps

1997 - Present
The Rebound

Steve Wozniak creates 
Apple I

Steve Jobs sees potential  
and insists they sell it 
together -- Apple is born

Apple I is sold without 
monitor or keyboard (mini 
mac concept not new)

Steve Jobs the CEO, 
take 2

A succession of hits
– iMac
– iBook 
– iPod
– iPod Mini

Revolutionizes the Music 
Industry with iTunes

The GUI wars and the 
decision not to license 
the Mac OS

Leadership issues

Supplier issues

Left in the dust because 
of incompatibility

Failed products 
(Performa, Lisa, Newton)



Apple’s History of Innovation

70’s 80’s

First Apple 
Computer

Apple Disk II

Apple III

Mac II

Mac

Powerbooks

Newton 
PDA

PowerMac

90’s

Performas

PowerMac G3 & 
Powerbook G3

iMac & 
iBook

5 consecutive 
quarters of profits. 
Turnaround is in 

full swing

PowerMac G4 
Cube

iTunes
Mac & PC

2000 - 2005
New 
iMac

Source: www.apple-history.com



The iPod’s Success Factors

Accessories

iTunes Music Store

PC and MAC Compatible

Design

Auto Integration 



Apple’s Demand Factors - Income

Income

Apple’s products are 
normal goods

When income rises, 
demand for their products 
increases

Income

As income of 
consumers fall, it 
puts downward 
pressure on 
Demand Curve for 
Apple’s premium 
products.

As Income of 
consumers rises, 
demand for Apple’s 
premium products 
increases.

Quantity



Apple’s Demand Factors – Prices of  Related Goods

Prices of 
Related Goods

Substitutes
Computers made by 
other manufacturers

Complements
Software
Peripherals
Internet service

Quantity

Apple faces 
negative pressure 
on their demand 
curve when 
competitors reduce 
prices

Apple must continue 
to innovate in 
computers and add-
ons to counter 
pricing pressure 

Pr
ic

e



Apple’s Demand Factors – Taste

Quantity

Apple faces negative 
pressure on their 
demand curve when 
competitors 
introduce products 
that attract 
consumers away 
from Apple products

Apple must continue to 
make the coolest and 
most stylish products 
to keep and attract 
customers 

Taste

Industry leader in design 
and quality

Brand image

“Cool” factor

“Must have” gadgets

Pr
ic

e



Apple’s Demand Factors – Expectations

Quantity

Apple faces negative 
pressure on their 
demand curve when 
consumers decide to 
not purchase current 
products because they 
expect better products 
in the future

Apple must keep new 
innovations secret to 
avoid reductions in 
demand for current 
products

Expectations

Consumers expect the 
coolest products from 
Apple

Consumers expect to pay 
premiums for these 
products

Pr
ic

e



Apple’s Demand Factors – Number of Buyers

Number of 
Buyers

Apple historically has 
catered to a niche market

It now wishes to attract the 
mass consumer market

Quantity

Apple faces negative 
pressure on their 
demand curve when 
competitors are better 
able to attract 
customers (buyers)

Apple must continue to 
offer products that will 
attract new buyers to 
the Apple brand

Pr
ic

e



Apple’s Production & Cost Issues

Quality Defects in:
Design or Manufacturing =

Decreased Sales
&

Decreased Profits

Inventory High or Low Levels of 
product components =

Negative effects on 
Operating Results and 

Financial Condition

Third 
Parties

High reliability on third 
parties to manufacture 
and transport products

=
Lots of headaches and 

potential negative 
effects on Operating 
Results and Financial 

Condition



Apple’s Market Power
Top Global Brand

(Brandchannel.com)
98 U.S. and 4 International 

Retail Locations
21 Online stores around the 

world

Over 17 Strategic 
Partnerships

Innovative Product 
Design



Stiff Competition 

Music Download ServicesDigital Music PlayersComputers



Strategies and Goals 

Continue to Innovate Apple is committed to 
bringing the best 
personal computing 
and music experience 
to students, educators, 
creative professionals, 
businesses and 
consumers around the 
world through its 
innovative hardware, 
software, peripherals 
and Internet offerings.
Apple Inc., ‘04 Annual Report

Maintain Digital Music Lead Expand Distribution 
Network

Appeal to Mass Market Keep Costs Low and 
Quality High

Leverage Designs of 
Hardware and Software

Invest in New Product 
Areas and R&D
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Apple Revenues

1997 1998 1999 2000 2001 2002 2003 2004
Sales (millions)
Macintosh Net Sales 5,671$    4,862$    5,082$    6,885$    4,403$    4,534$    4,491$    4,923$    
iPod -         -         -         -         -         143        345        1,306     
Other Music Products -         -         -         -         -         4            36          278        
Other Services & Products 1,410     1,079     1,052     1,098     960        1,061     1,335     1,772     
Total 7,081$    5,941$    6,134$    7,983$    5,363$    5,742$    6,207$    8,279$    

Units (thousands)
Macintosh Net Sales 2,874 2,763 3,448 4,558 3,087 3,101 3,012 3,290
iPod -         -         -         -         -         381        939        4,416     

Avg Sales Price
Macintosh Net Sales 1,973$    1,760$    1,474$    1,511$    1,426$    1,462$    1,491$    1,496$    
iPod n/a n/a n/a n/a n/a 375$      367$      296$      

Gross Margin 19% 25% 28% 27% 23% 28% 28% 27%

Source: Apple, Inc.



Apple Revenues
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Apple Revenues
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Apple vs. GDP
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Apple vs. Consumer Products
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Apple vs. Durable Goods
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Apple vs. Computer & Peripherals
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Apple’s Focus on R&D

R&D $
(millions)

% of Net 
Sales

HP $3,506 5.0%

IBM $5,673 5.9%

Apple $489 6.0%
Dell $464 1.1%

“It took us three years to build the NeXT computer. If 
we'd given customers what they said they wanted, we'd 
have built a computer they'd have been happy with a 
year after we spoke to them - not something they'd want 
now. “
Steve Jobs
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Forecasts & Projections

Computer Media
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Recommendations for Apple

Continue making “must have” products

Leverage the power of the iPod 

Stay ahead of the competition

Partner with companies that complement the Apple brand

Expand retail footprint

Keep costs low and quality high

Increase market share in the education, business and 
government sectors
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