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Abstract

This research explores a decade of the smartphone industry-from 2007 to 2016-a period of great
technological change and increasingly competitive activity. The research focuses on the diverging paths
of Apple and Nokia, two firms that entered the smartphone era with very different outcomes. Apple rose
to global leadership in the smartphone market, whereas Nokia suffered from one of the most dramatic
declines in corporate history. This contrast is the core puzzle of this research. This paper investigates this
divergence using a comparative case study design, with Porter's Five Forces and SWOT analysis as the
main analytical frameworks. These tools evaluate the structure of the industry, competitive forces, and
strategic responses at the firm level. The analysis is further supported by secondary data from academic
literature, industry reports, and market analysis. These results confirm that Apple's rise to success was
facilitated by a solid ecosystem strategy, sustained innovation, and an effective creation of customer lock-
in by integrating hardware, software, and service offerings. In contrast, the decline of Nokia is explained
by an inability to adapt to software-based competition, delays in strategic decision-making, and an
inability to create a competitive, platform-based ecosystem. Overall, the study concludes that the ability
to achieve sustained success within technology-driven industries depends less on initial market dominance
and more on strategic adaptability, innovation capability, and responsiveness to evolving consumer and
technological demands.
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Introduction

In only 24 months, Nokia's dominance of the smartphone market plummeted from 27.5% to a mere 2.9%,
which many analysts and researchers regard as one of the most dramatic collapses in corporate history
(Statista, accessed 2025) (Ahonen & Moore, 2013).
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Graph 1: Declining market share of Nokia from 2010 to 2012

This drastic decline reflects more than just a loss in market share, but it signifies the failure of Nokia to
adapt to a rapidly growing smartphone market. In stark contrast, Apple's iPhone which entered the market
in 2007, revolutionized the smartphone industry with its innovative features. By 2015, Apple had sold
over 700 million iPhones globally, with iPhones contributing more than 60% of the company's annual
revenue (GlobalData, n.d.).

The period from 2007 to 2016 was a revolution for mobile technology, during which smartphones evolved
from niche, premium devices into everyday tools. This transformation saw the decline of keypad-based
feature phones, the rise of capacitive multi-touchscreens, and the emergence of app ecosystems that
allowed third-party developers to redefine the user experience. Beyond Apple, competitors such as
Samsung, HTC, and later Huawei and Xiaomi, brought both innovation and affordability to the market,
further intensifying competition and shaping consumer expectations.

2007-2016 marks a significant period in which the smartphone industry changed completely.
Technological trends such as the shift from physical keypads to full-touch interfaces, the integration of
mobile internet with app-based services, and advancements in 3G and 4G connectivity drastically changed
what consumers expected from a mobile device. In 2007, Apple launched its revolutionary iPhone with
touch-based interfaces, efficiently integrated hardware and software, and an iPhone-only App Store
(Kenney & Pon, 2011). These features radically changed consumer expectations and redefined smartphone
norms. On the other hand, Nokia, once a dominant smartphone company, struggled to keep up with Apple
and other competitors. Its commitment to outdated and inefficient software like Symbian and Windows-
based Lumia series made the brand increasingly uncompetitive because these operating systems were less
user-friendly, slower to adapt to touch interfaces, and lacked the rich app ecosystems of 10S and Android,
resulting in fewer developers and lower consumer engagement (Alanundin & Salikha, 2024).

Understanding the strategic differences between Apple and Nokia is crucial for us to appreciate how
technological innovation and business adaptability influence success or failure.
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Apple succeeded not only by introducing the world to better products, but also by building an empire that
fostered customer loyalty and high switching costs—known as "customer lock-in". Its seamless
ecosystem, integrating devices like the MacBook, iPad, and Apple Watch with services such as iCloud
and the App Store, ensured that once customers entered the Apple environment, leaving became
inconvenient and unattractive. Coupled with consistent marketing campaigns and annual product refresh
cycles, Apple maintained a strong competitive edge and premium brand image (Kenney & Pon, 2011).

In contrast, Nokia's reliance on weak platforms and inconsistent product strategies illustrates how quickly
tides can change in a business environment such as the smartphone industry. This was compounded by
internal corporate bureaucracy, a slow response to market trends, and the company's overreliance on
hardware innovation while neglecting software and user experience. Furthermore, Nokia's late adoption
of competitive platforms meant it lagged behind in app availability, developer interest, and consumer
perception—factors that proved decisive in a market moving rapidly towards integrated, service-oriented
experiences. Hence, studying these two contrasting trajectories offers rich insights into the importance of
innovation and efficient management.

This paper argues that Apple's success in the global smartphone industry during 2007-2016 stemmed from
its innovation and customer-centric strategies, while Nokia's decline, on the other hand, resulted from its
failure to adapt to modern demands and maintain a competitive edge over its other competitors in this fast-
moving ecosystem.

Literature Review:

Overview of the Smartphone Market

The smartphone market experienced a dramatic shift beginning in 2007 with the entry of Apple's iPhone
into the market which introduced interactive touchscreen and combined the functions of an iPod, phone
and an internet communicator—an event that is widely known as one of the most transformative for mobile
phone technology (Eadicicco, 2017). But feature phones produced by Nokia and other brands still
dominated global sales. Until as late as 2011, they accounted for 60% of mobile phones in the US and
70% of phones in the world. By Q2 in 2013, smartphones exceeded feature phone sales for the first time—
marking 51.8% of sales worldwide (Reisinger, 2013). Market data from 2014-2016 shows many
prominent names' rising shares behind the dominating Apple and Samsung such as Lenovo, Huawei, and
Xiaomi (Matyugina et al., 2020). One economic study quantified dynamics in the smartphone market
between 2007 and 2016—the smartphone prices fell by 27% annually showing rapid technological
maturation and a reduction in the costs for producing smartphones (Yu and Feng, 2019).

Apple's Strategies for Success

Apple's success is widely attributed to its combination of product innovation, ecosystem strategies,
strategic marketing as well as its loyal customer base. The introduction of its touchscreen interface
upended the smartphone market, setting a design and a standard for various other smartphone companies
(Eadicicco, 2017). Academic work emphasizes its ecosystem strategy—iOS, App Store and Airdrop—
which in result helps to cultivate customer loyalty. It also states that Apple's focus on research and
development as well as innovation is one of the keys that drives its success (Zhang and Hu, 2024).

IJFMR260165489 Volume 8, Issue 1, January-February 2026 3



http://www.ijfmr.com/

i International Journal for Multidisciplinary Research (IJFMR)

IJFMR E-ISSN: 2582-2160 e Website: www.ijffmr.com e Email: editor@ijfmr.com

Furthermore, a case study explores how technologies and innovation foster and strengthen customer
loyalty towards the iPhone (Raileanu, 2024).

Nokia's Failures and Decline

Nokia's decline is very closely tied to its lack of innovation, its devotion to outdated software and
inefficient organization. Nokia remained heavily reliant on its Symbian OS in a market that was rapidly
shifting towards platform and application-centric models hence leaving it at a disadvantage against i0S
and Android software and phones (Doz, 2017). Furthermore, the company's organizational failure along
with the company leaders' emotional attachment towards Symbian, Meego platforms further impeded its
decision-making and innovation. Nokia's commitment to Microsoft's Windows platform also proved a
disaster (Vuori and Tushman, 2023). Nokia lost ground in both premium smartphone sellers as well as
lower-end phones (Asian Manufacturers) (ITIF, 2015). Overall, most researchers point to complacency,
lack of innovation and fear of change as core reasons for its loss in market power against competitors.

Comparing Apple vs Nokia Strategies

There are many research studies that effectively highlight the stark contrast between Apple and Nokia's
strategies. They mention the same few things—Apple focused more on cohesive strategies such as
focusing on innovation and developing an extremely efficiently integrated ecosystem that helped
customers stay loyal to them for so many years whereas Nokia concentrated more on their hardware and
failed to adapt to trends that involved modern softwares. Nokia was poorly managed and took bad business
decisions that led to its decline, while Apple's ability to pounce on trends fast helped establish its consistent
brand identity (Li, 2023).

Additionally, Apple's success stemmed from the ability to integrate hardware, software and services into
a single unified ecosystem—iOS, App Store, Airdrop—that as a result made customers stay loyal to them
as mentioned above (Counterpoint Research, 2024). This further gave them a competitive edge by
increasing switching costs and creating a network effect. Nokia, in contrast, remained trapped in a product-
centric model which was unable to transition to a service-oriented business as the business evolved,
reflecting their inability to adapt and innovate (Portland State University, 2017).

Despite plentiful research on Apple vs Nokia available, there are still notable gaps and limitations that
exist. Many studies analyse Apple and Nokia separately without comparing them. Comparing becomes
indispensable in understanding the stark contrast between these two conglomerates as both were top
competitors in the smartphone market and hence the decisions of one were largely influenced by the
decisions of the other. Additionally, few research papers have made use of Porter's Five forces and SWOT
analysis to compare the two firms and assess how innovation and competition affect outcomes. Therefore,
my research aims to address these gaps by connecting business theory with real-world performance to
provide a balanced understanding of both companies.

Methodology:

This study uses a comparative case study approach to examine how Apple and Nokia had two very
different outcomes in the smartphone industry between 2007 and 2016. This method is designed to
compare how two firms operating in the same smartphone market responded to the same competitive
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pressures yet achieved contrasting results. To do this in a structured and logical manner, the study utilises
two well-established business analytical tools: Porter’s Five Forces and SWOT analysis. Each tool serves
a distinctive purpose, which when combined together provide a robust understanding of industry forces.

Porter's Five Forces framework was used to analyze the competitive structure of the smartphone industry.
Given that this is a highly competitive industry, with rapid technological advancements, high levels of
brand loyalty, and considerable barriers to entry, the Five Forces framework is particularly apt. The focus
of the analysis was on threat of new entrants, bargaining power of suppliers and buyers, threat of substitute
products, and rivalry among incumbent firms. Applying the framework to Apple and Nokia alike allows
their cases to be compared directly and symmetrically. In the case of Apple, the Five Forces framework
clarifies how a well-integrated ecosystem and economies of scale minimized customer switching and
reduced buyer power. For Nokia, it shows how increasing competition, poor software platforms, and low
levels of switching costs entrenched buyer power and enhanced rivalry, paving the way for its swift
decline.

SWOT analysis is used to evaluate the internal and external factors affecting each firm’s performance
during the given time period, particularly strengths, weaknesses, opportunities and threats. For Apple, this
analysis highlights innovation and customer loyalty as key strengths while high pricing and limited design
variation is identified as a weakness. For Nokia, strengths are scale and supplier relationships while its
weakness lies in limited innovation, weak software and poor management. Opportunities and threats in
this case are examined in relation to changing consumer preferences and increasing global competition.

This study solely relies on secondary sources from credible academic, industry and media sources.
Academic research includes peer-reviewed journals from sources such as SSRN, Harvard Business
School and INSEAD. Industry data is derived from reports by Counterpoint Research, GlobalData, Statista
etc. These are complemented by company financial statements and analysis from outlets such as The New
Yorker, TIME, and Vox hence ensuring credibility and reliability. The 2007- 2016 timeframe is chosen
because it captures the turning point of the smartphone industry, with 2007 marking the launch of the
iPhone in the market. The period ends in 2016, when Nokia exited the smartphone market following the
sale of its handset business, hence making this time the natural endpoint for the comparison between Apple
and Nokia.

Analysis & Discussion :
Porter's Five Forces Analysis:

1. Threat of New Entrants

Apple — Low Threat

The combination of integrated software and hardware and tight control over their platforms makes it hard
for any rival to enter the market and compete with Apple. Softwares such as i0OS, App Store, Airdrop
which are specific only to iPhones create large network effects and switching costs for the consumers that
a fresh entrant in the market could not replicate immediately. Apple has a well established connection with
the consumers in these aspects hence making it extremely hard for competitors to match.
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Even if competitors manage to replicate many aspects of iPhones, Apple's high focus on research and
development makes it really hard for competitors to stay in front of Apple for a long time. Additionally
due to economies of scale, Apple would have low costs of production which a new entrant would not be
able to replicate immediately meaning that they would have to incur large costs of production as compared
to Apple just to be noticed.

Nokia — High Threat

In contrast, Nokia had faced significant threats to entry in the past and had succumbed to these threats.
When Apple and Samsung commoditized touch-screen phones (iPhone 4s and Samsung Galaxy S II) and
made it cheap and easy for many other brands to produce, many Chinese phone makers (OEMs) entered
the market who had low profit margins and released new models very quickly. These phones were sold in
the same price range as Nokia phones, giving customers a range of options to choose from, hence eroding
Nokia's market share. This was when Nokia had integrated Windows software into their keyboard
phones—Nokia NO.

2. Supplier Power

Apple — Low to Moderate Exposure

When it comes to supplier power, Apple has low to moderate exposure, because of the way it structures
its supply chain. Apple sources its components from many suppliers around the globe, meaning that it is
not heavily dependent on any one supplier for its products. By placing huge bulk orders, Apple secures
priority access while negotiating a favourable price. In economic terms it means it has secured economies
of scale. Beyond purchasing leverage, Apple itself produces many of its products such as processors (A-
series chips), operating systems and silicon roadmaps. This hence limits the supplier's power to dictate the
price of supplying.

Nokia — Higher Supplier Power

When Nokia was at its peak in the feature phone market, it had a tight relationship with major players like
Texas Instruments, STMicroelectronics, Qualcomm, Broadcom and Foxconn. Coming from a position of
strength, these partnerships had given Nokia the reliability and scale it needed to take on the world.
Now, in comparison to Apple, Nokia had higher costs for transporting and storing its goods, which ate
into its bargaining power and made its supply chain far less efficient. The mess left behind after the
Microsoft acquisition and the confusing licensing agreements made it harder for Nokia to control the show,
and knocked out clear-cut decision-making. Well-known suppliers were more likely to give their business
to companies that are stable and profitable, like Apple and Samsung. Nokia, being a smaller, more
uncertain client, got pushed to the back of the line. This is a classic case of diseconomies of scale, when
Nokia started to produce fewer phones, the cost per unit went up, and the people it relies on for components
had less incentive to give them a good deal.

3. Buyer Power

Apple — Low Buyer Power

Despite smartphones being highly substitutable products, Apple's buyer power remains significantly low.
This is because of their ecosystem strategy that deliberately raises the switching costs for the consumers.
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Systems such as iMessage, FaceTime, and iCloud integrate seamlessly into iPhones, meaning that a
customer must own an iPhone to use these platforms. Researchers call this strategy the 'customer lock-in'.
This reduces the bargaining power of buyers because leaving Apple would mean losing not just a phone
but also access to an entire digital lifestyle.

Additionally, Apple has nurtured strong brand loyalty over time. Survey data shows that iPhone users are
among the least likely to switch brands. This loyalty gives Apple an upper hand on pricing goods over
other competitors. It means they can price their iPhones at a premium price and still achieve high sales
volumes.

Nokia — High Buyer Power

Unlike Apple, Nokia's buyer power was significantly high. By the late 2000s, the smartphone market had
shifted from being hardware-centric to software- and service-driven, but Nokia's operating systems
(Symbian and later Windows Phone) lacked app availability, user interface, and integration (Vuori & Huy,
2015). This made consumers look for other smartphones where they could find more utility, especially
phones running Android or Apple iOS, creating very low switching costs. Nokia did not build an
ecosystem that kept customers loyal like Apple, instead many of their devices were perceived as
interchangeable with other manufacturers' phones.

4. Threat of Substitutes

Apple — Moderate to High (but Mitigated)

For the threat of new substitutes, Apple has always faced a moderate to high challenge, but it has been
effective in strategically mitigating this threat. There have been many substitutes of Apple: Android
devices from Samsung, Google's Pixel line, and other OEMs all offer similar hardware like high-resolution
cameras, OLED displays, and fast processors. This traditionally gives consumers a wide variety to pick
from at the same or lower price level. However, Apple's strategy has not only been to differentiate on
hardware differences but on the experience of using an iPhone itself. Apple's ecosystem mentioned earlier
makes substitution less effective because other competitors may not be able to offer the same seamless
software.

Nokia — Extremely High threat
Nokia faced the same competitors as compared to Apple, but its vulnerability to these threats were very
high due to the weaknesses of Nokia discussed in the paper.

S. Industry Rivalry

Apple — High Rivalry but Dominant Position

Apple faces high rivalry from Samsung, Nokia and Google but it holds a dominant position amongst all
these competitors. Their phones have high differentiation from their competitors and moreover their
distribution channel is extremely strong that gives them a competitive edge over others.

Nokia — Extremely High Rivalry
Nokia faced extremely high industry rivalry with big competitors like Apple and Samsung. Some of its
software (example Lumia and Symbian) proved to be a competitive disadvantage against softwares of
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Apple (i0S) and Android. This along with internal difficulties led to a decline in Nokia's market share
from 29% to 3% in 24 months.

Porter’s Five Forces summary

Forces Apple Nokia
Threat of new entrants Low High
Supplier power Low to moderate High
Buyer power Low, Very high
Threat of substitutes Moderate to high but mitigated | Extremely high
Industry rivalry High rivalry but dominant | Extremely high
position
Apple SWOT Analysis:
Strengths

When Apple first entered the market in 2007, it revolutionized the smartphone industry with interactive
touchscreen features, setting it apart from other competitors like Nokia which still stuck to its normal
features. Customer loyalty is another strength. Also, Apple's focus on research and development and
innovation is what keeps them in front of other competitors.

When Apple entered the market in 2007, it revolutionized the smartphone industry. Unlike its competitors
like Nokia which focused on incremental hardware improvements, Apple introduced a touch based
interactive interface that was combined with a simplified operating system that prioritised user-friendly
experiences (Eadicicco, 2017). This shift redefined consumer expectations and established Apple as an
innovation leader. A major strength that Apple had, underlying its success is its tightly integrated
ecosystem where hardware, software and services such as App Store, iMessage, and iCloud reinforce one
another. This ecosystem generates high switching costs for users and creates a ‘customer lock in’, as said
by one of the academic journals, making users less likely to switch to other platforms.

Brand loyalty further strengthens Apple’s competitive position. Studies show that Apple iPhone users
consistently show high brand retention rates in the consumer electronics industry meaning consumers are
less likely to shift from an iPhone to any other smartphone (Raileanu, 2024). This customer base could be
because of a summation of reasons, namely sustained investment in R&D, long-term product planning
and high switching costs hence helping to reinforce its brand image.

Weaknesses

There is less difference between the phone models in terms of appearance and functionality, for example
between iPhone 7 and 8 which may make it less attractive for customers to continue with the iPhone.
Additionally Apple spends less on advertising as compared to other competitors (Bhasin, 2019), instead
depending on brand reputation and customer loyalty to generate significant demand. While this might be
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effective for loyal customers, it limits appeal in emerging markets. Pricing is another significant
weakness. Apple positions its products firmly in the premium segment, making iPhones less accessible to
lower-income consumers, particularly in price-sensitive markets such as India and parts of Southeast Asia.
This restricts Apple’s ability to compete against Android manufacturers offering lower-priced alternatives
(Yu and Feng, 2019).

Opportunities

During the period of 2007 and 2016, Apple had growing consistent clients in the smartphone market.
Through such an emerging market, rising brand loyalty created opportunities for Apple to monetise
services alongside hardware including app sales, cloud storage, and digital content. Additionally, the
growth of products such as iPads, Apple Watches and MacBook further strengthened customer lock in
and ecosystem dependence hence increasing switching costs (Counterpoint Research, 2024)
Furthermore, as smartphone penetration strengthened globally, it gave Apple the opportunity to expand
its user base by offering older models for lower prices while maintaining premium pricing for newer
models.

Threats

As Apple has outsourced the production of many of its products. It depended heavily on third-party
suppliers for iPhone components hence the costs of producing units of the iPhone could be subject to
change. Additionally, Apple is in a market that has fierce competition with firms like Nokia, Samsung,
Google etc. ,which offer similar models at lower prices, and thus were vulnerable to a loss in market share
if the right decisions were not made (Yu and Feng, 2019).

Apple SWOT analysis summary

Strengths Weaknesses Opportunities Threats
Touchscreen innovation | High pricing Growing user base Strong competition
leader
Strong customer loyalty | Low differences | Services and ecosystem | Supply chain risks
between models growth
Integrated ecosystem Limited low-cost reach | Emerging market
expansion
Nokia SWOT Analysis:
Strengths

Pre-smartphone, Nokia was the leading mobile phone player globally due to solid brand equity and well-
entrenched international distribution networks. As the feature-phone leader, Nokia created lock-in
customers and concurrently developed tight relationships with its most important component suppliers,
the result of which was truly predictable, large-scale volume production. For consumers, Nokia’s products
were perceived as being rugged and reliable; these particular traits earned Nokia a strong brand following
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in developing markets, where reliability was more important than state-of-the-art functionality
(Surowiecki, 2013).

Weaknesses

The main weakness for Nokia was its failure to adapt to the shift from hardware-centric devices to
software- and ecosystem-driven smartphones. Whereas competitors were heavily investing in operating
systems and developer platforms, Nokia was maintaining Symbian and later on moved to Windows Phone,
both significantly inferior to iOS and Android regarding ease of use, the variety of available applications,
or developer support (Vuori and Tushman, 2023). This gap in technology made Nokia's products
unattractive for both end-users and developers.

Poor product differentiation further weakened the competitive position of Nokia. Many of its devices were
perceived as somewhat interchangeable with those of rival manufacturers, yielding high buyer power and
low switching costs. Internal organizational rigidity exacerbated these challenges. Strategic indecision and
sluggish responses to market disruption hindered Nokia's ability to respond decisively to Apple's entry,
leaving the firm vulnerable to rapid erosion of relevance and market share.

Opportunities

Despite this decline, Nokia had opportunities it could have utilized to its advantage through its sustained
brand equity and first-mover advantage in the smartphone segment. Early investments in touchscreen
innovation, more collaborative relationships with third-party developers, and dedication to a viable
proprietary ecosystem would have helped Nokia stay relevant through the transition to smartphones. In
addition, Nokia was well-positioned in emerging markets, and the potential for growth in smartphone
purchases at lower price tiers existed, had strategic change been made earlier (Doz, 2017).

Threats

Nokia was under extreme competitive pressure from Apple and Samsung and subsequently from Chinese
manufacturers producing low-cost Android phones. This mix of intense competition and high threat of
substitutes led to a rapid decline in Nokia's market share. Moreover, lengthy patent wars and the final
takeover by Microsoft sapped financial and administrative resources that could have been used in
innovation and the development of platforms hastening the fall of Nokia (Ahonen and Moore, 2013)

Nokia SWOT analysis summary

Strengths Weaknesses Opportunities Threats

Strong early brand | Weak software | First mover advantage | Apple and Samsung

trust platforms dominance

Reliable hardware Slow decision making | Emerging market [ Cheap substitutes
growth

Supplier relationships | Lack of innovation Developer Patent disputes

IJFMR260165489 Volume 8, Issue 1, January-February 2026 10



http://www.ijfmr.com/

i International Journal for Multidisciplinary Research (IJFMR)

IJFMR E-ISSN: 2582-2160 e Website: www.ijffmr.com e Email: editor@ijfmr.com
relationships
Conclusion

The comparative analysis of Apple and Nokia between 2007 and 2016 demonstrates how strategic choices,
rather than market conditions alone, determined long-term success and failure in the smartphone industry.
Porter’s Five Forces analysis shows that while both firms operated under intense competition and rapid
technological change, Apple successfully reduced buyer power and entry threats through ecosystem
integration and economies of scale, whereas Nokia was increasingly exposed to rivalry, substitutes, and
high buyer power. The SWOT analysis further reinforces this contrast: Apple’s strengths in innovation,
brand loyalty, and customer lock-in allowed it to convert market shifts into opportunities, while Nokia’s
weaknesses, particularly its slow response to software-driven competition and poor ecosystem
development, outweighed its early strengths. Overall, the findings support the thesis that Apple’s rise was
driven by innovation and a customer-centric, ecosystem-based strategy, while Nokia’s decline stemmed
from its inability to adapt to modern technological and strategic demands in a fast-evolving industry.
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