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Summary: If not for the diversification of Apple by having both the iPhone and iPad as well as having both U.S. domestic as well as international sales, Apple would be in a strong decline according to recent financial analysis. According to analysts due to AT&T and Verizon sales of the iPhone. 
Analysis: 
The Demand (The ability and willingness to buy specific quantities of a good at alternative prices in a given time period, ceteris paribus (other things being equal)) for Apple iPhones appears to have decreased according to what analyst projected the sales of Apple Good (Tangible items such as food, cars, & clothing.) the iPhone 4S would be. Analysts believe that there are several reasons the change in Market Demand (The total quantities of a good or service people are willing and able to buy at alternative prices in a given time period; the sum of individual demands.). 

First, The Sociopsychiatric Explanation (The desire for goods and services arises from our needs for social acceptance, security, and ego gratification, “keeping up with the Joneses”, self preservation, and to express affluence. Freudian perspective - The desire for goods and services arises from our desire to satisfy basic drives for security, sex, and ego gratification.) was a large reason that iPhones were such big hits in the first place. One of the Change in Demand (A change in any other variable, other than price, of a good (income, price of related goods, advertising, etc., i.e. a change in a ceteris paribus variable) will cause the demand curve to shift if it causes a change in the demand of the good) is that consumers Tastes and Preferences (desire for this and other goods) have changed iPhones are now the norm and not the exception. When the iPhone first came AT&T had a Monopoly (A firm that produces the entire market supply of a particular good or service.) on the marker since the iPhone was exclusive to their network. It was not the norm and at the time there weren’t Other goods (their availability and prices) that could come close to the iPhones capabilities. Apple also had all the Resources (anything that can be used to produce a good or service. 5 categories) that it needed. First, Steve Jobs had true Entrepreneurship (A special kind of labor/human resource = creative labor. Combines resources needed for production, makes basic business policy decisions, is an innovator for new products, production techniques, org. forms. Bears the risk of time, effort, money) vision, he made Apple a success until he was voted out, then Pixar and final returned to Apple to make it the giant success that it is today. Second, Land or Natural Resources (all natural resources on the land, under the land, in the water, or in the air.) were never a problem because Jobs vision did not require much space for their corporate office and just recently filed paperwork to create a new corporate office to meet the Human Capital (The knowledge and skills possessed by the work force) needed to run the Corporations (Owned by many stockholders.) that Apple has become. Third, Labor or Human Resources (the work effort of human beings both physical & mental) being able to meet the need of space for his mental forces, Jobs was also able to find the physical and land resources in China where all Apple products are produced. Fourth and finally, Apple is able to keep up with the newest and most innovative Capital or investment goods (productive implements made by people) and Technology (the practical applications of scientific knowledge) available due to their continued Economic Growth (An increase in output (Real GDP); an expansion of production possibilities). It did appear that Jobs/Apple had taken into account the Marginal Cost (MC) (The change in total cost when one more unit of output is produced; it is the extra or additional costs of producing one more unit of a good. Marginal costs rise because MPP begins to decline) of producing the next generation of iPhones and iPads due to the fact that the Marginal Physical Product (MPP) (The change in total output associated with one additional unit of input.)  was taken into account so that the even if Variable costs (Costs of production that change when the rate of output is altered) increased the Average Total Cost (Total cost divided by quantity produced in a given time period. Average costs start high, fall, then rise once again, giving the ATC curve a distinctive U shape.) stayed very close to the same price. Today, Apple is currently not meeting customer Expectations (for income, prices, tastes) with only making small changes with each new model which has allowed companies such as Android to catch up in most of its functionalities. 

Second, the Market (The market for any good consists of all buyers and sellers of that good or service at that point in time and at that location) has changed due to the Recession (Periods of slower economic growth. A decline in total output, income, employment, and trade lasting six months or more.). It appears that Profit Margins (If prices rise, producers, who have relatively constant short-run costs like rent, interest payments, negotiated wages, and inputs already contracted for, will increase the rate of output when price levels rise. Higher product prices tend to widen their profit margins, so producers will want to produce and sell more goods. When producers make more profit, they are willing to produce more goods.) might have decreased slightly due to the Costs (The upward sloping supply curve is also explained by rising costs. Production costs tend to increase as producers try to produce more. To increase output, producers must acquire more resources and use existing plant and equipment more intensively.  Cost pressures tend to intensify as capacity is approached. The aggregate supply curve is relatively flat when capacity is underutilized but begins to slope upward as producers approach capacity.) of Services (Intangible items such as education, health care, & leisure.) that Chinese unions are demanding as well as increase regular pay as well as being paid for overtime above the regular wages. This will most likely change the Factors of Production (Inputs used to produce goods and services. e.g., land, labor, capital, and entrepreneurship.)  as well as the Total Cost (value of all resources used to produce a good or service.) to Import (Goods and services purchased from foreign sources.) Apple products. This will also change the Productivity (Output per unit of input) and Efficiency (The maximum possible output produced with a given amount of a resource (ex. number of workers) Land and capital constraints place a ceiling on the potential output.) of workers since the Company may decide to hire more workers instead of paying the overtime wages which could cause Negative MPP (As more labor is hired, each unit of labor has less capital and land to work with. As a result, MPP will begin to decline and may become negative if too much labor is added to a fixed level of labor and land. Implies the extra worker is not needed and actually reduces total output.) if not done properly which will cause possible Short run (The period in which the quantity (and quality) of some inputs cannot be changed.) issues but will most likely cause any issues in the Long run (A period of time long enough for all inputs to be varied – no fixed costs). This change in wages for Chinese workers with of course have no impact on Fixed costs (Costs of production that do not change when the rate of output is altered. Fixed Costs cannot be avoided in the short run.) especially if the Chinese company Apple uses is able to keep Economic Cost (A payment that must be made to obtain and retain the services of a resource. The income a firm must provide to a resource supplier to attract the resource away from an alternative use equal to the quantity of other products that cannot be produced when resources are instead used to make a particular product.) the same. The only impact on the fixed costs could be if Apple where to pursue a different manufacture for its products. Consumer Income (of the consumer) has also decreased due to the economy. I believe that Apple has recognized this to a point by still selling the iPad 2 at a cost of one hundred dollars cheaper. Apple has never previously sold older models once the newest model has been release. They are obviously counting on the fact that according the Law of Demand (P and Q are inversely related (i.e., when price goes up ( quantity demand goes down and vice versa)) by lowering the price they will cause a Change in Quantity Demanded (Change in P of a good leads to a change in the QD of that good.) and increase the sales of iPad2’s to consumers that they would have otherwise lost to competitors who are selling similar Goods & Services (Satisfy human needs, wants, or desires and are a source of happiness, well-being, satisfaction, or utility.) at lower prices.  


Third and finally, though The Market Mechanism (Market sales and prices send a signal to producers about what mix of output consumers want (dollar votes) The use of market prices and sales to signal desired outputs (or resource allocations)) Information (what G&S are in demand, what resources are scarce) are telling Apple that the iPhone 4S is not in as great of demand in the US as analysts forecasted the Incentive (What to produce, what to conserve. Both are provided by price. High price- good is in demand or scarce resource.) to produce the same number of iPhone 4S’s they planned is still in their best interest because the Foreign Market made up two-thirds of iPhone sales in the fourth quarter. I do believe the in the US Apple has found from the Utility Theory (Economists assume that the more pleasure (utility) a product gives, the higher price one is willing to pay for it.) the maximum amount people are willing to pay for their current products. Though I do believe that the Total Utility (The amount of satisfaction obtained from entire consumption of a product.) has decreased for iPhone users and therefore the Marginal Utility (The satisfaction obtained by consuming one additional (marginal) unit of a good or service.) has decreased as which is according to the Law of Diminishing Marginal Utility (The marginal utility of a good declines as more of it is consumed in a given time period.) so this is most likely why current iPhone users are waiting an additional generation to buy the newest iPhone. I do feel that Apple will continue to be a sold company both because of its diversity and expansion of  products such as Apple TV’s that will be coming out soon as well as its potential US and international customers that have to been an iPhone user previously.  
