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Table 1. Flow of Bright Value in the iPad Commodity Chain, 2010-2011

Activity A B

¢ Cost in US$ % Factory Price
Retail Price Lf x] ’. < 499/ i:r ’ 181.5
Wholesale Price :ff 154.5
Factory Price 275
Gross Profit Margin (GPM) (Total “value capture™) 38

ofit) B'D'Fﬂlwo = ‘(‘?5’11 5_54_<
aiwan (~ 7 i 39250
Korea ﬁa ‘F\'f 2_ 26 9:5

United States ‘,’ 23 8.4
European Union 5 1.8
Japan 4 1.4
China 1.1

Direct Labor to assemble iPads & to manufacture its

tgal.lji(r)ll;Jl component parts (Tiers 1 anf&;‘*r J_ C»' 33 19210

Korea 4 1.5

Taiwan 2 0.7

Philippines 0.7
Material Inputs for Major Components CO S‘I’ 1 154 56.0

Sources and Notes: The model of the iPad examined is the I/6GB Non-3G version (2010), the simplest, least expensive model.
The starting point for the figures provided is a “teardown” by iSuppli Corporation (Rassweiler 2010) that identifies the major
components, most suppliers, and the estimated costs. It is likely that these estimates are somewhat high, failing to take into
account Apple’s strong bargaining position (degree of monopoly) (EPT Newsletter 2010). Additional suppliers and component
costs have been identified from teardowns, Wikipedia (2013) and internet searches. The gross margin of each supplier is
available in annual reports and is reported by stock trader internet sites. The country shares of gross margin are the cumulative
shares of the suppliers with headquarters located in that country. The country shares of direct labor are the cumulative shares
allocated to actual production sites. Data in column A are derived from Kraemer, Linden and Dedrick (2010: Table 1) with
adjustments for my revised list of iPad suppliers. Data in column B are calculated by dividing data in column A by the factory
price ($275).

* Includes Singapore (less than 1%) represented in the rounded total. ** Includes Singapore (less than 1%). Numbers have been
rounded.
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Table 2. Corporate Degree of Monopoly as Represented by Gross Profit Margins and Operating

OPM captures both the dark value and

Profit Margins of Apple and Its iPad Suppliers, 2010-2011
B

Corporkations A (¢ D E

H Q $US Share of _ Corporate % GPM Share of Corporate % OPM Share of

b rlg ht va I ue b “\e Wholesale —> Gross Profit iPad Unit Operating Pﬁt iPad Unit Price
=L Price Margin (GPM) Price SUS Margin (OPM) $uUs

50 35 0 25 106
ssembly by Foxconn 24 6 16 3 8
H Suppliers head- =

Of ASI quartered in core f R
countries (US, EU,
p ro p Japan) 59 54 32 22 13
Suppliers head-

quartered in semi-

peripheral countries

(Korea, Taiwan,

perip Singapore) 175 21 37 7 12
Suppliers head-
quartered in China 7. 18 6 1
on Iy o Totals +2 A= 7 140

Sources and Notes: Column A shares are derived from analysis of iPad teardown data and extensive Internet
searches for iPad component pricing. In Columns B and D, the 2010-2011 GPMs and OPMs of Apple and its
core/semiperipheral iPad suppliers are derived from corporate and/or investment brokerage websites. The share of
Chinese suppliers is an estimate derived from analysis of data in Dedrick et al. (2009: 81) and estimates of the costs
of local uncounted inputs in the assembly of Nokia phones (Ali-Yokko et al. 2011). Grouped GPMs and OPMs for
core and semiperiphery are averages of supplier headquarters weighted by the cost of the components supplied.
Column C is calculated by multiplying Column A by Column B, with the exception of Apple (GPM is based on the
wholesale price). Column E is calculated by multiplying Column A by Column D. Contact the author for a list of the
iPad suppliers. Numbers are rounded.

share for
direct labor
one-fifth of App
much worse ratio tha
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Table 2. Corporate Degree of Monopoly as Represented by Gross Profit Margins and Operating

Interpretation (by the author): Asian
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IV. Accumulation of bri

le in this case

Apple’s Degree of Monopoly through Product Innovation and Design
| Since 2005, Apple has been tied to 60

| “Use the legal pro

ith several producers of the same components, by constantly

s and costs to producers, and (3) to capture labor and outputs over

Apple’s Degrees of Mon

I Independent fa
| Marketing moat: Stores
| Its stores exhibit the highest ref
I Shaping the thrill and gratification as a user of

I Cumulative benefits of the serial monopsony power within the commodity chain it governs to enhance its degree of monopoly in its sales market.
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V. Accumulation of dark values: Monopsonistic Externalization of Costs

Apple Exploitation of Chinese
Migratory Workers causes
huge uncompensation towards
chinese migratory laborers
compared with U.S. workers
The “split labor market”

At a 2011 White House dinner
for CEOs, President Obama
asked Steve Jobs, “What would
it take for Apple to bring its
manufacturing home?” The
Apple CEO replied: “Those jobs
aren’t coming back”

Table 3. Partial Accounting of Dark Value in the First Generation iPad Supply Chain, January
2010 - March 2011

A B C D
Basis $ Cost per Unit ~ U.S. Multiplier ~ $ Cost if produced $ Dark
in U.S. Value
Part A. Dark Value Extractions from Waged Labor
Tier 1: Assembly 8 14 112 104
Tier 2: Production of Major
Components 25 Range: 2-12 246 221
Tier 3: Production of Subcomponents 12 Range: 2-12 84 72
Totals 45 442 397
Part B. Dark Value Extractions from Professional, Managerial, and Indirect Production Costs
Tier 1: Assembly 5 8 40 35
Tier 2: Production of Major
Components 20 Range: 3-8 123 103
Tier 3: Production of Subcomponents 10 Range: 3-8 47 37
Totals 35 210 175
Part C. Totals for Both categories of Workers
All Workers 80 652 572

Sources and Notes: iSuppli estimates the direct labor cost of assembly in China at $9. Some experts (Lasky 2010; Dediu 2012)
contend this is a serious under-estimation. I estimated the average 2010 Foxconn assembly worker’s wage as $1.50 per hour (zero
benefits) or $3,000 per year (Economix Editor 2010). This estimate is high since it was based on the Foxconn Shenzen complex
rather than to the inland Chengdu plant where most iPads are assembled at much lower labor costs. The U.S. rate is “the median
expected salary for a typical Electronics Assembler I”: $29,000 basic wage plus $16,000 in benefits, thus $45,000 per year
(Salary Wizard 2013). I adjusted this estimate downward to $42,000 to account for raises since 2010, thus $21 per hour, arriving
at a multiple of 14. The salaries of managers and engineers involved in production are “indirect production compensation” that
encompasses about 40 percent of gross profit margin (Miller and Vollman 1985). The indirect production compensation measure
is based on the assumption of three-quarters Chinese engineers. The multipliers are derived from Linden et al. (2011: 229).
Column D is calculated by subtracting Column A from Column C. For details about calculation and methods for Tiers 2 and 3,
see Appendix, Table 6. Numbers are rounded.
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Problem: This “floating
population” makes.up 70
percent of manufacturing
workers, is paid wages below
national averages, works 50
percent longer hours than
other urban laborers, and is
concentrated in massive
industrial compounds that
usually deduct from wages the
cost of housing, food and
health services
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Table 5. Summary of Dark Value Embedded in Each iPad Unit

Sources of Dark Value Extraction USS Dark Value
Waged Labor 397
Professional, Managerial, & Headquarters Office Labor 175
Labor Subtotal 372
Household Labor Externalities E71
Underpaid and Unpaid Informal Sector 144
Unpaid Ecological Externalities 190
Externalities Subtotal 505
Total 1,077

Sources: Tables 3 and 4
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