





























































































































































































































































































































































































































































































































































































































































































































































































































































































































Happily Ever Apple2

“If you think the iMac is ugly,
you will want to beat the eOne
with a stick.”

Columnist Peter H. Lewis

(The New York Times, August 19,
1999)

“I think what Steve Jobs has
done with Apple is one of the
great business success stories of
all time.”

John Sculley

(San Francisco Examiner, April 2,
2000)
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doubling Apple’s marker share to 11.2 percent. The iMac proved so popular,
perhaps it was inevitable thar the PC hardware industry would attempt to
clone it, just as Microsoft modeled Windows on the Mac OS. Sure enough,
in the summer of 1999, both Future Power (www.futurepowerusa.com) and
eMachines (www.e4me.com) announced Windows-based computers with
industrial designs clearly “inspired” by the iMac, right down to the colorful,
translucent all-in-ane cases. On July 1, Apple filed a complaint against
Future Power and its parent company, Daewoo, for illegally copying the
trade dress of the iMac with its $799 E-Power. Not only did the E-Power
look suspiciously like the iMac, it was even available in the iMac’s five colors,
though renamed Amethyst, Emerald, Ruby, Sapphire, and Topaz. Then
on August 19, Apple filed a similar complaint against eMachines (jointly
owned by TriGem Computer and Korea Data Systems) for its iMac clone,
the $799 ¢One. In both cases, Apple sought unspecified actual and punitive
damages, and asked that the companies be stopped from shipping their
imitation iMacs. The Tokyo District Court issued a preliminary injunction
against eMachines on September 20, 1999, and eMachines agreed in January
2000 to stop manufacturing, selling, or exporting the eOne. On March 8,
2000, Daewao and Future Power also settled with Apple, agreeing not to
sell the E-Power.

Things were going great for Apple. The iMac was a runaway success,
development of the Mac OS continued on schedule, the iBook looked like
anather huge hit, and the firm introduced its most powerful computer
ever. Apple’s financial picture reflected the company’s impressive string
of recent accomplishments. On July 14, Apple announced its seventh
consecutive proficable quarter. Even after discounting the capital gains
from the continued divestment of ARM Holdings stock, Apple’s quarterly
profits, revenues, gross margins, and unic sales all increased over the prior
year, With $3.1 billion in cash, the company announced plans to repurchase
up to $300 million of its common stock. On Ocrober 13, Apple thrilled
investors with yetanother profitable quarter, helping the company close fiscal
year 1999 with revenues of $6.1 billion and net earnings of $601 million.
The market reacted to the reinvigorated Apple by sending its stock to its
highest price ever up to that point.

At the conclusion of his Macworld Expo keynote address on January 5,
2000, in which he unveiled a beta version of Mac OS X to the public, Jobs
received a standing ovation when he fliply stated, “I'm pleased to announce
today that I'm going to drop the ‘interiny’ title.” The Mac faithful that filled
San Francisca’s Moscone Center rose to their feet, chanting “Steve! Steve!
Steve!” After basking in the adoration, Jobs smiled and said, “I accept your
thanks on behalf of everyone at Apple.” Two weeks later, Apple’s board
unanimously voted to grant Jobs stock options to purchase ten million
shares of Apple common stock (worth $872 million at the time of the grant,
representing approximately six percent of shares outstanding) and to give
him a Gulfscream V airplane (which ultimately cost Apple $87.6 million
including taxes). “Apple’s market cap has risen from less than $2 billion to



over $16 billion under Steve’s leadership since his return to the company
two and a half years ago,” said board member Woolard. “Steve has taken
no compensation thus far, and we are therefore delighted to give him this
airplane in appreciation of the great job he has done for our shareholders
during this period.” Jobs annual salary remained at $1, ostensibly so that
his family would qualify for Apple’s health care plan.
Apple’s stock traded ac
a then all-time split-adjusted
high of $75.19 on March 23,
2000, then began sliding as
the dot-com bubble deflated.
The overall computer industry
was in a slump, buc some of
Apple’s problems were of its own
making. The first significant
stumble under Jobs' leadership
was the Power Mac G4 Cube,
introduced on July 19 at the
Macworld Expo in New York
City. The $1,799 Cube featured
a 450 MHz PowerPC G4
\ processor, 6G4MB of memory
' \ expandable to 1.5GB, 20GB
hard drive, a slot-loading DVD
Although its industrial design was  drive, two FireWire and USB
impressive, the Power Mac G4 Cube  ports, 10/100Base-T Ethernet,
didn’t sell well. and a 56K V.90 modem. All
this was housed in an eight-inch
cube suspended in a stunning crystal-clear enclosure. Although praised
for its innovative industrial design, just like Ive’s other recent creations,

the Cube didnt catch on with creative professionals because it was too
expensive, not powerful enough, and hard to upgrade. In fiscal 2000, Apple
sold 107,000 Cubes, bringing in $90 million less than anticipared. By July
2001, only a third of the 800,000 units predicted had been sold, so Apple
put the Cube on ice.

At the January 9, 2001, Macworld Expo held in San Francisco, Jobs
introduced the titanium-clad PowerBook G4, demonstrated Mac QS X (it
would finally ship in March), and released iTunes 1.0, which kicked off
Apple’s new strategy of making the Mac an essential hub for the “digital
lifestyle” era. Despite its impressive product lineup for 2001, Apple got off
wo a bad start financially with a $195 million quarterly loss. It was the first
unprofitable quarter posted since 1997, and it would drag down the entire
fiscal year, resulting in an annual net loss of $25 million.

In an effort to present Macintosh products in the most positive
light to consumers, on May 15, Apple announced its intention to open
25 rerail stores across the U.S. in 2001, with the first two “Apple Stores”

Happily Ever Apple¢

“The G4 Cube is simply the
coolest computer ever. An
entirely new class of computer,
it marries the Pentium-crushing
performance of the Power Mac
G4 with the miniaturization,
silent operation and elegant
desktop design of the iMac.

It is an amazing engineering
and design feat, and we're
thrilled to finally unveil it to our
customers.”

Apple CEO Steve Jobs

The PowerBook G4 featured a stunning
15-inch LCD in a one-inch-thick titanium
case and immediately became a “lust
object” according to Jobs.
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Happily Ever Apple¢

“iPod is going to change the way
people listen to music.”

VP of worldwide product marketing
Philip W. Schiller

Late in 2001, tex?, a small San
Francisco software company released
xtunes, an open source MP3 player
for Linux machines. Apple wasn't
pleased with the name and functional
similarity to its own iTunes, so its
lawyers warned tex9 of copyright and
trademark issues. In September 2002,
Patrick Crosby, tex9's founder, figured
that “the time and money to fight
Apple wasn’t worth il,” so he altered
xtunes’ interface and changed its
name to sumi (pronounced “sue me").
“[The name] just came to me one
day,” said Crosby. “l doubt Apple has
a trademark to that name.”
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located at Tysons Corner in McLean, Virginia, and the Glendale Galleria
in Glendale, California. “The Apple Stores offer an amazing new way to
“Rather than just hear about megahertz and
megabytes, customers can now learn and experience the things they can
actually do with a computer, like make movies, burn custom music CDs,

buy a computer,” said Jobs.

and publish their digital photos on a personal website.” While the Apple
Store initiative proved popular with Mac buyers accustomed to getting
short shrift ac traditional Windows-dominated computer stores, it infuriated
longtime independent Apple retailers that didn't appreciate Cupertino
cannibalizing their sales,
Apple was slow to capitalize on the MP3 music-swapping craze that
was fast becoming the killer app of the new millennium. iTunes 1.0 was a
step in che right direction, as was the belated move of equipping Macs with
CD-RW drives capable of burning audio discs, and updating Mac OS X to
support CD burning helped, too. But those steps merely put the Mac on
equal footing with Wintel clones. The iPod took things to a whole new level.
Introduced on November 10, at a list price of $399, the iPod was a true
breakthrough product. Other MP3-playback devices at the time took forever
to load with music since they used relacively slow USB (Universal Serial Bus)
for data transfer, had limited capacity since they used solid state memory, and
were clunky since they weren't crafted by Ive’s Industrial Design Group. The
6.5-ounce iPod’s huge SGB hard drive could be filled with approximately
1,000 CD-quality songs in ten minutes through its fast FireWire port,
' and seamless integration with
i'Tunes 2.0 made synchronizing
music libraries a snap. Backed
by a ten-hour battery life, the
iPod was essentially an all-day
jukebox you could purt in your
pocket. Initially available only
for Mac users, Apple released
more capacious iPods in 2002
thar also worked with Windows.
By the third quarter of fiscal year
2003, over one million iPods
were sold, helping the company
reduce its reliance on Macintosh

products for revenue.

The big news to come out
of Macworld Expo 2001 in San
Francisco was the all-new iMac,
with a stunning 15-inch LCD

flat screen attached to a swivel

neck that allows users to adjust
The iPod was central to Apple’s strategy of  its height or angle with just a

making the Mac a “digital lifestyle” hub. touch. The rumor mill was



Happily Ever Apple?

spinning the tale that the new computer was modeled after Luxo Jr., the
mascot of Pixar Animation Studios. At first blush, it seems feasible enough.
Afeer all, Apple CEO Steve Jobs is also the CEO and chairman of Pixar
(see “The Pixar Phenomenon”). And Pixar rose to fame after it received
an Academy Award nomination in 1986 for its animated short, Luxe /r,
featuring a father-son team of Anglepoise lamps expressively rendered in
colorful 3D graphics. However, the cruth is that Ive drew his inspiration
for the new iMac not from Pixar’s playful mascot, but rather from Jobs'
suburban garden,
As successful as the original iMac was, by the new millennium Jobs was
anxious to revamp it to take advantage of falling companent prices, especially
in the area of liquid crystal displays (LCDs). Accepting the challenge, Ive
initially conceived of an upright flac-panel iMac with processor and drives
mounted vertically behind the display (shades of the Twentieth Anniversary
Mac). When Ive presented his prototype to Jobs in the autumn of 2000,
the boss wasn't impressed. It lacked the excitement and purity of design
of the original iMac.
To clear his head, Jobs drove from Cupertino to his home in Palo Alto,
and then summoned Ive to join him. Instead of berating his star designer,
Jobs took Ive for a stroll in his wife’s quarter-acre vegetable garden and
apricot grove. Jobs told Ive, “Each element has to be true to iself. Why
have a flac display if you're going to glom all this stuff on its back? Why
stand a computer on its side when it really wants to be horizontal and on
the ground? Let each element be what it is, be true to itself.” Pointing to the
beauriful flora that surrounded them, Jobs suggested the new iMac “should
look like a sunflower,” That simple directive was all Ive needed. Within a
day he had a working sketch of a computer with an LCD mounted on an
adjustable neck, but it would rake nearly two arduous years to bring the
new design to fruition as the  “The new iMac ushers in the
critically acclaimed flac-panel  age of flat-screen computing
iMac. As Ive explained, “The  for everyone. The CRT display is
thing is, it’s very easy to be  now officially dead.”
different, but very difficult to Steve Jobs
be better. That’s what we have
tried to do with the new iMac.”

If sales are any indication, they
succeeded wildly. Apple sold
1.3 million iMacs in fiscal year
2002, making the new flat-pancl
iMac line (a 17-inch model was
released in July) the firm’s best-
selling product by a long shot.
Apple declared 2003,
“The Year of the Notebook,”
The flat-panel iMac was inspired by @ at the Macworld Expo in
sunflower, not Pixar’s Luxo Jr. mascot. San Francisco on January 7.
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The 12-inch PowerBook G4 locks
downright tiny compared to its 17-inch

brethren, the world’s largest notebocok

upon its infroduction in 2003.

“We are going to do for digital
creation what Microsoft did for

the office suite productivity.”
Steve Jobs
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Having just revised the 15-inch titanium PowerBook G4 the previous
November by boosting its processor speed to 1GHz, Apple blew away the
crowd when it bracketed that offering with 12- and 17-inch PowerBook G4
models clad in aluminum alloy. The 12-inch PowerBook G4 appealed to
consumers who liked the small form factor of the iBook line but lamented its
G3 processor. The 17-inch PowerBook G4 was in a class by itself; its 1,400-
by-900 pixel LCD was the world’s largest on a notebook. The high-end
model also featured a 1GHz PowerPC G4, slot-loading SuperDrive, AirPort
Extreme, Bluetooth, FireWire 400 and 800 ports, 60GB hard drive, Gigabit
Ethernet, and backlit keyboard. “Many users are going to wonder why
they even need a deskrop computer anymore,” predicted Jobs. Apparendy
consumers agreed with him; in the third quarter of fiscal 2003, portables
represented a record high 46 percent of Macintosh systems sold.

o Apple’s new Mac hardware
‘ | = offerings continued to lead the
3 UL Rl computer industry in 2003,
i FARR bt but the company also pushed

the envelope with easy-to-use
software. The newly released
$49 iLife package contained
improved versions of iDVD,
iMovie, iPhoto, and iTunes,
building on the “digital hub”
concept announced a year
earlier. Apple also released

< EEISTREN A T Keyiiote, intended to unseat

Microsoft’s PowerPoint as the

iLife was just one of many innovative  presentation package of choice

software producis Apple released in  for Mac users. And just four

2003. months after the expiration of

Microsoft's agreement to make

Mac versions of its Incernet Explorer for five years, Apple unveiled its own

Mac OS X-only browser, Safuri, which featured tabbed browsing, built-in

Google searching, fast page rendering, pop-up ad blocking, and simplified
bookmark management.

In a move that may well be remembered as a crucial turning point
in the history of the company, on April 28, Apple launched the iTunes
Music Store, a revolutionary online venture that lets customers quickly find,
purchase, and download music for 99 cents per song, Other comperitive
online music services had been trying to make a buck off the MP3 music
craze but had failed to gain widespread popularity because they required
paying subscription fees, had unsophisticated user interfaces, placed severe
limits on what you could do with your downloaded music, and offered
only a limited number of songs. With its seamless integration into iTunes
4.0, Apple’s service is easy to use, and once you buy a 128Kbps AAC-
encoded song, you're free to do almost anything you want with it: burn it
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The iTunes Music Store may revolutionize the distribution of popular music.

to a CD, transfer it to an iPod, listen to it on a Mac, and include it in iLife
documents. Since Apple was able to obrain the cooperation of “The Big Five”
music companies—BMG, EMI, Sony Music Entertainment, Universal,
and Warner—the iTunes Music Store featured over 200,000 songs at its
introduction, all of which can be previewed at the click of a button. Even
though it was initially accessible to Mac users only, by the end of its first full
quarter of operation, the iTunes Music Store was close to breaking even after
selling over six million songs. And by the end of October, the number of
songs available had doubled, and the Windows version was released, causing
sales of songs to jump dramadically. After paying royalties and transaction
fees, Apple carns only pennies per song, so the real motivation for creating
the iTunes Music Store is to sell more iPods, which carry significantly higher
gross margins, “The iPod makes money. The iTunes Music Store doesn't,”
admitred Apple senior VP Schiller. Apple’s strategy of using digital music
as a Trojan horse to sell iPods was clearly working, as it had sold over 1.5
million units in less than three years, making the iPod the most popular
MP3 player on the marker by far.

Apple’s sales of professional desktop machines had been sagging because
the all-important graphic design community postponed purchases of new
hardware until the April release of a Mac OS X version of QuarkXPress 6.
Once that major impediment had been removed, Apple was quick to shore
up the high-end of its product line with the June 23 announcement of che
first personal computers based upon a G4-bit processor. Priced at $2,999,
the most powerful model comes equipped with dual 2.0GHz PowerPC G5
processors in a sleek new anodized aluminum alloy enclosure, making it the
world's fastest personal computer.

Happily Ever Apple?

Apple’s iTunes Music Store was named
Time’s Coolest Invention of 2003.

Equipped with dual 2GHz 64-bit PowerPC
G5 processors, at its introduction the Power
Mac G5 was the world’s fastest PC.,
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Apple’s 30-second Switcher commercial
featuring 15-year-old high school
sophomore Ellen Feiss became a pop
culture phenomenon fueled by rumors
that the star was stoned when the shot was
filmed. The pothead proponents claim that
Feiss's speech is slightly slurred and that
her eyes appear to be bloodshot.

In an interview granted fo The Brown Daily
Herald, Feiss stated, "l do admit to looking
pretty out of it in that commercial—I think |
look horrible. It was after school, but | was
the last person to make the commercial,
so by the time | made it it was like 10, so
| was really tired. The funny thing was,
| was on drugs! | was on Benedryl, my
allergy medication, so | was really out of
it anyway. That's why my eyes were all red,
because | have seasonal allergies. But no
one believes me.”

One person who probably would lend
a sympathetic ear to Feiss is 22-year-
old actor Benjamin Curlis, better known
as Dell's annoying computer pitchman
“Steven." On February 9, 2003, Curtis
was arrested—for real—in New York
City’s Lower East Side for buying a small
bag of marijuana.
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As Apple prepares for the twentieth anniversary of the introducrion
of the original Mac, it's in a far stronger position than anyone would have
predicted just a few years ago. Under Spindler and Amelio, Apple was in a
death spiral, suffering a combined $1.8 billion in losses for the fiscal years
1996 and 1997, By 2003, Jobs had managed the impossible task of pulling
Apple out of its tailspin, erasing those deficits, and amassing a horde of well
over $4 billion in cash. Not content merely to survive, Apple is once again
leading, In addition to having produced the fastest personal computer on
the planet, Apple also has breathed life into the recording industry, created
a virtual cult of iPod users, introduced a string of stunningly attractive new
Macintosh models, and finally delivered a rock-solid “modern” operating
system with remarkable backward compatibility. Apple’s market share may
remain relatively small, but its impact on the world of high technology and
popular culture at large is indisputably huge.
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More No-Nonsense Books from @ NO STARCH PRESS

THE CULT OF MAC

by LEANDER KAHNEY

No other product on the planet enjoys the devotion of a Macintosh computer.
Famously dedicated to their machines, many Mac fans eat, sleep, and breathe
Macintosh. In The Cult of Mac, Wired News managing editor Leander Kahney takes
an in-depth look at Mac users and their unique, creative, and often very funny cul-
ture. From people who get Mac tattoos and haircuts, to those who furnish their
apartments with empty Mac boxes, the book details Mac fandom in all of its forms.

paperback
NOVEMBER 2006, 280 PP., FULL COLOR, $24.95, 1SBN 978-1-59327-122-0

hardcover
NOVEMBER 2004, 280 rp., FULL COLOR, $39.95, ISBN 978-1-886411-83-8

MY NEW" MAC, SNOW LEOPARD EDITION

51, Simple Projects to Get You Started
by WALLACE WANG

Mac OS X Snow Leopard is a beautiful operating system, but it can be confusing to
brand-new Mac owners—especially if they come from Windows. Using 54 essential
step-by-step projects every Mac owner should know, My New Mac, Snow Leopard
Edition encourages readers to treat their new computer as an opportunity for fun
and exploration, not something serious and overwhelming. Rather than focus each
chapter on a specific program or feature of Snow Leopard (as most beginner books
do), Wallace Wang takes a project-oriented approach that mirrors the sorts of
things people want to do with their Mac, such as surf the Internet, send email, listen
to CDs, take notes, or play with digital photos.

AUGUST 2009, 480 pp., $29.95, 1SBN 978-1-59327-209-8

MY NEW" iPAD

A User’s Guide
by WALLACE WANG

My New iPad is your guide to getting more from your new iPad, Apple’s latest magi-
cal creation. You'll learn how to do the things you want to do right now—like surf
the Internet, send email, listen to music, take notes, read ebooks, and play with your
photos. Wallace Wang, bestselling author of My New Macand My New iPhone, takes
you step by step through the iPad’s many useful features.

JUNE 2010, 368 pp., $24.95, ISBN 978-1-59327-275-3
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About the Author

Apple Confidential 2.0 was written by Owen W. Linzmayer, a San
Francisco-based freclance writer who has been covering Apple Computer
and its products for industry magazines since 1980. He has authored four
Mac-related books and has contributed to every major Mac publication.

Made with Macintosh

Apple Confidential 2.0 was created on a PowerBook G4 and flat-panel iMac
running Mac OS X. Research was conducted online using a WireSpeed
DSL modem with Apple Safari and Microsoft Entourage. The manuscript
was written in Microsoft Word. Graphs were plotted in Microsoft Excel.
Images were acquired on an Epson Perfection 2450 PHOTO scanner and
edited with Adobe Photoshop. Timelines were created in DeltaGraph. EPS
images were edited with Macromedia FreeHand. The layour was composed
with Adobe InDesign. Draft pages were output on a GCC Elite 12/600
laser printer. Completed files were submitted to the commercial printer on
a DVD-R burned using Roxio Toast Titanium.

Updates
Visit www.nostarch.com/apple2.htm for updates, errata, special offers, and
other late-breaking informartion about Apple Confrdential 2.0.
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THOROUGHLY REVISED AND EXPANDED!

Apple Confidential 2.0 chronicles the best and
the worst of Apple Computer's remarkable
story, Follow the company as it grows from
upstare media darling to industry-leading
powerhouse, falters under a series of disastrous
executive decisions, takes its licks as technology
whipping boy, and rebounds to profitability

through innovacion,

T'his substantially revised second edition
cantains over 60 pages of new material,
including several completely new or greatly
revised chaprers, as well as hundreds of fresh

photos, illustrations, quotes, and timelines,

Get the inside scoop on the people who made

Apple an icon;

@ The forgotten founder who walked away
from hall"a billion dollars

® The CEOy who oversaw the company’s rise,
fall, and resurgence

® Steve Wozniak's adventures, including
US Festivals and Wheels of Zeus

® Steve Jobs' experiences in exile at NeX'T and
Pixar, plus his triumphant return to Apple

® Jonathan Ive's brilliance as the industrial

esigner of the revolutionary iMac and iPoc
desigy f ot | y iM { ilod

And full coverage of the products that blazed

a trail of innovation:

@ The trials and eribulations of creating the
original Macintosh

@ Details of the development of the Apple 1,
I1, and 111, Lisa, Mac clones, Mac OS X,
Newton, NeX'T, and Windows

@ How the iPod and i'Tunes are rocking the
music world

@ A comprehensive tdmeline of every Macintosh
model ever released and an extensive list of

secret product code names

By digging into forgotten archives, interviewing
key players, and reading virtually everything
ever written about Apple, Linzmayer separates
fact from fiction to present the definitive history
of the world’s most colorful company, Whether
you're a Mac fanatic, an Apple enthusiast, o1
a business or technology history buff; you'll
find that Apple Confidential 2.0 is one of the
most entertaining and informative books

you'll read this year.

OWEN LINZMAYER is a San Franciscobased
user-interface designer and freelance writer
who has covered Apple Computer for aver two
decades. He is the author of four Maciniosh
related books and has confributed 1o every
major Apple Il and Macintesh publication




