
 

 

Apple's iPhone Launch: A Case Study in Effective Marketing 

 
 

 

On January 9, 2007 Apple Inc. CEO Steve Jobs announced the company’s changing iPhone, at the 
Macworld convention in San Francisco, the share price of Apple’s stock was more than double on January 
9, 2008, value of $179.40 (Chart 1). This stock price comprises of overall Apple’s business, but a large part 
of value was linked to the launch of the cutting-edge iPhone of which four million was sold mid-January 
2008. Based on this observation of the stock price, the iPhone declared a success. This paper will explore 
both the pre- and post-launch activities of iPhone to explain why it was such a success for the stockholders 
and why Apple’s reputation for unparalleled marketing success is deserved. 

 
 

Growth of Apple’s stock from January 9, 2007, to January 9, 2008. 

 
Jobs' announcement was an example of the intelligent use of trade shows and Apple's experience 

with generating press coverage and buzz about new products through them. The conference capped off the 
two-year development period for the iPhone, a period during which Jobs embarked on a campaign to sign a 
wireless company as the exclusive carrier for the iPhone. Eventually, he was able to convince AT&T to 
abandon almost all control over the development of the iPhone to the point where only three executives at 
AT&T had seen the iPhone before it was announced. This situation gave Apple the liberty to develop its 
product on its own terms and to keep its features under tight wraps. In an industry that changes as rapidly 
as the wireless communication industry, the ability to be as autonomous and secretive as possible is very 
important in the development of a product like the iPhone, and Steve Jobs was able to recognize and use it 
to Apple’s advantage. 

 
The iPhone could be described as a combination of Apple’s popular iPod music player and a smart 

phone designed to surf the Web. Its highly-touted feature is a 3.5-inch, touch-sensitive screen that 
consumers use to make calls, navigate their music collection, and write messages on a virtual onscreen 
keyboard. At the time of the announcement this innovative feature set the iPhone apart from the 
competition in the wireless-phone market. Apple parlayed the strong reputation of the Apple brand and the 
iPod’s success to enter a lucrative cell-phone market, a step that may ward off a potential threat to Apple as 
other companies introduce devices that have strong music-storing and playback capabilities. 

 
All of these benefits and features of the iPhone come for a price though; the initial price of the 

4GB model was $499 and the 8GB model cost $599. Aimed at the high-end, tech-savvy consumer, who is 
often a business user, the iPhone is marketed to a sizable, fast-growing market.  

 



 

In addition to the hefty price tag, iPhone customers were required to commit a two-year wireless 
agreement with AT&T Inc. to make calls or use the phone’s other features. This set-up created some 
unique difficulties that Apple and AT&T faced. Thus any potential customer of the iPhone must be 
prepared to sign a contract with AT&T as their service provider. People who do not like AT&T’s service 
or are not in an area where it was provided were hesitant to purchase an iPhone, which narrowed the 
potential market. 

 
Apple was working hard since Jobs made the announcement to differentiate itself from other 

smart phone on the market.  Newspaper articles were constantly mentioning the 3.5-inch screen as an 
industry first. Also Mr. Jobs had been saying from the beginning that the phone must have a touch- 
sensitive keyboard because he disliked the keyboards on BlackBerry. Since January, Apple has worked 
hard to make sure that their iPhone stays on the front page of newspapers across the country. This has 
severely limited competitors from fighting back with their new smart phones. Nokia was selling the N95, 
which is a smart phone geared to compete against the iPhone with its ability to play music and DVD-
quality video. The N95 had more features than the iPhone, but it lacked widespread distribution. Other 
competitors such as LG Electronics are also rushing high-end smart phones to the market in an attempt to 
keep customers using their devices instead of switching to Apple’s iPhone. 

 

 
Though Steve Jobs’ introduction of the iPhone to the world was nearly flawless, the price cut on 

the iPhone upset many of his most loyal customers. After being on the market for only two months, Apple 
cut the iPhone’s price tag by 33 percent ($200). Jobs received hundreds of emails from angry customers 
who purchased the iPhone because they did not believe Apple would reduce the price so quickly. As a 
response to the overwhelming amount of negative reaction Jobs released a short letter describing the sound 
reasons for the reduction in price. He systematically went through the reasons for the price cut and 
expressed to the customers how important they are to Apple’s success and future. Jobs’ attempt to form a 
$100 store credit that customers can use to purchase any product at an Apple Retail Store or the Apple 
Online Store.  

The iPhone was first shown in the television with the caption: "Hello. Coming in June." During 
that timeframe, Apple had aired nine new TV ads. The week the iPhone was launched, 1,547 stories 
appeared in the media. Apple's advertising was scheduled to presence in media during times when the 
buzz or free media has tapered off. This combination of paid and free media gives consumers the 
impression that the iPhone is a constant presence in the popular media. 

One of the most influential achievement was selection of Apple as a runner-up for the annual 
Marketer of the Year award. This status was conveyed because of Apple's "rare accomplishment of 
successfully bringing a new product into an already crowded and competitive market. Apple's agreement 
with cellular telephone service provider AT&T gave it an upper hand in their relationship older cellular 
telephone firms have yet to acquire". 

 

Apple made some changes in traditional consumer distribution channels, choosing to third-party 
dealers/retailers. when planning where to sell the iPhone. AT&T offers the phones in its roughly 1,800 
company-owned stores; iPhones were also available in Apple stores or through Apple's website. While it 
was  impossible to predict a possible backlash for Apple as it continues to market its entire product line, 
altering established distribution channels can confuse customers and risk future distribution plans with 
those retailers who were cut out of the iPhone plan. 

 
 

Since the release of Apple’s iPhone on 2007, it sold an outstanding four million units making it 
the fourth most popular handset in the U.S reported selling 1.12 million units. Additionally it became 
AT&T’s most popular handset, commanding nearly 13 percent of its overall sales. 

 
During Apple’s 2008 Macworld keynote address Jobs announced that the iPhone had a 19.5 percent share 
of the smart phone market in the same quarter (Carew, 2008). Consumer satisfaction with the iPhone has 
been significantly higher than its competitors, according to a 2008 Change Wave survey. Additionally, the 
survey shows the iPhone is the top choice among those planning to buy a new phone in the next six months 



 

(2008). Despite the fears of a looming consumer-led economic recession, Apple executives still believe the 
goal of selling 10 million iPhones by the end of 2008 is attainable. 

 
Reaching this goal, however, will depend on future modifications to the iPhone and marketing 

efforts in the slowing economic conditions. The normally secretive Jobs let it slip in September that 
consumers can expect a 3G iPhone in 2008. He expects that improvements in technology will allow for 
the faster network without affecting the battery life of the device. The recent release of a 16 gigabyte 
iPhone demonstrates Apple’s continued ability to recreate their products and spur sales as market 
conditions change. Additionally, Apple is releasing a software development kit which will allow third 
parties to market software for the iPhone. This is an excellent example of the emerging two-party platform 
business model. 

Apple created a very strong overall marketing strategy for the iPhone and managed every aspect of 
the iPhone’s launch very effectively. Like almost all products, the iPhone has some flaws and drawbacks, 
but Apple was able to develop a unique product for tech-savvy consumers interested in a combination 
smart phone-music player and make those customers aware of the product through well-managed 
marketing efforts and strong publicity. The iPhone exemplifies Apple’s knack for creating excitement 
about products among its fiercely loyal customer base, who keep attention focused on the company, and 
then justify the hype by delivering a high-quality, desirable product. In addition to satisfying consumers 
with a great product, Apple built a powerful partnership with AT&T and also conferred benefits to overseas 
suppliers of parts and manufacturers. All of these efforts boosted Apple’s stock price considerably and 
further solidified Apple’s image as a leader in consumer electronic gadgets. 

 
 
 
Questions:- 
 

1. Explain how Apple joined hands with AT & T to form a revolutionized mobile phone ? 
2. Do you think Apple developed a new phone that was far advanced from that time ?  
 


