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T he operati ng syHem also continued ro improve ;u a rapid rare. 

Two months afrer Mac OS 8.5 debuted, Apple issued Mac OS 8.5.1, 

a m aintenance release. O n May 10, 1999-at its annual Worldwide 

Develo pers Confe rence (WWD C)-Apple introduced M ac OS 8.6, 

fea ru ring a more powerful Sherlock sea rch coo l, increased srabili ry, and 

improved Powerl3ook battery life. And in Ocrober, Mac OS 9 (code-named 

Sonara) delivered a slew of new good ies, including Sherlock 2 wirh online 

shopping capabilities, Keychain fo r scoring passwords, auromat ic software 

updates, Nerwork Browser, encryptio n fo r safe file transfers, and [nrerncr­

enabled AppleScripr and File Sharing. Although rhe "consumer" o perati ng 

system garnered most of rhe press arrenrion, Apple was quierly making 

progress ar the high end, roo. ln M arch 1999, Apple shipped Mac OS X 

Server (see "The Copland C risis") , and ir promised char the client versio n 

would be released in January 2000. 

Professional Consume r O perating system updates 

and rev ised Mac models were 

certainly welcome news, bur the 

b ig excitement in the summer 

of 1999 came from someth ing 

com pletely new. When Jobs 

rook over Apple, he simplified 

rhe firm's p ro d uc t srraregy 

inro four lines of deskto p and 

po rtable machines designed fo r 

rhe professional and consumer 

ma rkers. H owever, th e vacan t 

consume r portable quad ran r 

was n' t fi lled un ti l J u ly 2 1, 
With the introduction of the iBook, Apple's when Apple unveiled rhe iBook 

simplified product line was complete. at rhe Macworld Expo in New 

Yo rk C ity's J aco b K. Jav irs 

Convention Center. Slated ro shi p in September, rhe iBook so resembled 

a fla ttened iMac wirh a flip-ou t handle rhar Apple called it an " iMac ro 

Go." Another lve cr·earion, rhe iBook (ini tially ava ilable in l31uebcrry and 

Tangerine colo rs) featured a s ix-hour barcery, 300M H z Power PC G 3, 12. 1-

inch TFT display, 32MB of RAM (expandable to 160MB), 3.2Gl3 IDE 

hard d rive, 24X C D-ROM drive, V.90 modem, I 0 /1 OOBase-T Ethernet, 

full-sized keyboard , AT! Rage Mobil iry graphics card, and USB, all fo r just 

$ 1,599. T he real showstopper was rhe o ptional Ai rPo rr wireless nerwork ing 

hub char al lowed up ro ten Macs to share an lncerner connection. Jusr six 

weeks after the i Book's unveil ing, Apple had received more chan 140,000 

advance orders for the new po rtable, and by mid-Ocrobcr o rders had 

more than doubkd, purring the iBook in rhe same league as the successfu l 

iMac. 

After only one year o f availab iliry, Apple had sold nearly two mill ion 

il'vlacs, making it the top-selling desktop computer according ro PC Data, and 

Happily Ever Apple? 
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Happily Ever Apple? 

11lf you thi nk the iMac is ugly, 
you wi ll want to beat the eOne 
with a stick." 
Columnist Peter H. Lewis 
(The New York Times, August 19, 

1999) 

111 th ink what Steve Jobs has 
done with Apple is one of the 
great business success stories of 
all time. 11 

John Sculley 
(Son Francisco Examiner, April 2, 
2000) 
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doubling Apple's marker share to 11.2 percent. T he iMac proved so popular, 

perhaps ir was inevirable that d1e PC hardware industry would attempt ro 

clone it, just as Microsoft modeled Windows on the Mac OS. Sure enough, 

in the summer of 1999, both Future Power (wv;w.fururepowerusa.com) and 

eMachines (www.e4me.com) an nounced \'V'indows-based computers wi th 

industrial designs clearly " inspired" by the iMac, right down ro the colorfu l, 

tra nslucent ali-in-one cases. On July I , Apple filed a complaint aga inst 

Future Power and irs parent company, Daewoo, for illegally copying the 

trade dress of the iMac with irs $799 E-Power. Nor 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 TriG em Computer and Korea Data Systems) for irs iMac clone, 

the $799 cOne. In both cases, Apple sought unspecified actual and punitive 

damages, and asked that d1e 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 manufacwring, sel ling, or exporting the cOne. On March 8, 

2000, Daewoo and Future Power also settled with Apple, agreeing nor to 

sell the E-Power. 

T hings were going great for Apple. The iMac was a runaway success, 

development of the Mac OS continued on schedule, me iBook looked like 

another huge hit, and d1e fi rm introduced its most powerfu l computer 

ever. Apple's financia l picture reflected the company's impressive st ring 

of recent accompl ishments. On July 14, Apple an nounced irs seventh 

consecutive profirable quarter. Even after discounting rhe capital gains 

from the continued d ivestment of ARM Hold ings stock, Apple's quarterly 

profits, revenues, gross margins, and un it sales all increased over rhe prior 

year. W ith $3.1 bill ion in cash , the company an nounced plans to repurchase 

up to $500 million of irs common stock. On October 13, Apple thrill ed 

investors wirl1 yet another profitable quarrer, helping the company close fiscal 

year 1999 with revenues of $6. 1 billion and net earn ings of $60 I million. 

The marker reacted to rhe reinvigorated Apple by sendi ng its srock ro irs 

highest price ever up to mar point. 

Ar the conclusion of his Macworld Expo keynote address on January 5, 

2000, in which he unveiled a bcra version of Mac OS X to the publ ic, Jobs 
received a standing ovation when he Aiply stated, ''I'm pleased ro announce 
today that I'm going to d rop the ' interim' ride." The Mac faithful rl1at fi lled 

San Francisco's Moscone Center rose to their feet, chaming "Steve! Steve! 

Steve!" After basking in the adoration, Jobs smiled and said, "I accept your 

thanks on behalf of everyone ar Apple." Two weeks later, Apple's board 

unanimously voted co grant Jobs stock options to purchase ten m ill ion 
shares of Apple common srock (word1 $872 mill ion at rhe ri me of the grant, 

represenring approximately six percent of shares outstanding) and ro give 
him a Gulfsrream V airplane (which ul timately cost Apple $87.6 m ill ion 

including taxes). "Apple's marker cap has risen from less than $2 billion ro 



over $ 16 billion under Steve's leadership since his return to the company 

rwo and a half years ago," said board member \'V'oolard. "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. 

\ 
Altho ugh its indu strial design was 

impress ive, the Power Moe G4 Cube 

didn 't sell well. 

Ap pl e's stock traded at 

a then all- rime split-adjusted 

high of $75 .1 9 on March 23, 

2000, then began sliding as 

the dot-com bubble deflated. 

The overall computer industry 

was in a slump, but some of 

Apple's problems were of irs own 

making. T he first significan t 
stumble under Jobs' leadership 

was the Power Mac G4 Cube, 

imroduced on July 19 at the 

Macworld Expo in New York 

City. The $1,799 Cube featured 

a 45 0 MHz PowerPC G4 

processor, 64MB of memory 
expandable to 1.5GB, 20GB 

hard drive, a sloe-loading DVD 

drive, rwo FireWire and USB 

pons, I 011 OOBase-T Ethernet, 

and a 56K V.90 modem. All 

this was housed in an eight-inch 

cube suspended in a stunning crysral-dear enclosure. Although praised 
for irs innovative industrial design, just like lve's other recent creations, 

the Cube didn't catch on with creative professionals because it was roo 

expensive, nor powerful enough, and hard ro upgrade. ln fiscal 2000, Apple 

sold 107,000 Cubes, bringing in $90 mill ion less than anricipated. By July 

200 I , only a third of the 800,000 units predicted had been sold , so Apple 

put the Cube on ice. 
At the January 9, 200 I , Macworld Expo held in San Francisco, Jobs 

introduced the titanium-dad PowerBook G4, demonstrated Mac OS 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 fo r 2001 , Apple got off 

ro a bad start financially with a $ 195 million quarterly loss. It was the first 

unprofi table 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 ro present Macin rosh products in the most positive 
light to consumers, on May 15, Apple announced irs intention to open 

25 rerail srores across the U.S. in 200 I , with the first rwo "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 become a "lust 

objed" according to Jobs. 
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"iPod is going to change the way 
people listen to music." 
VP of worldwide product marketing 

Philip W. Schiller 

Late in 2001, tex9, a small Son 

Fra ncisco software company released 

xtunes, on open source MP3 player 

lor Linux machines. Apple wasn't 

pleased with the nome 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 figh t 

Apple wasn't worth it ," so he altered 

xtunes' interface and changed its 

nome to sumi (pronounced "sue me"). 

"[The nome] just come to me one 

doy," said Crosby. " I doubt Apple has 

a trademark to that nome." 
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located at Tysons Corner in McLean, Virginia, and the G lendale Galleria 
in G lendale, Cal ifornia. "The Apple Stores offer an amazing new way ro 

buy a computer," said Jobs. " Rarher than jusr hear abouc megahercz and 

megabytes, customers can now learn and experience the things they can 

actually do with a computer, like make movies, burn custom music COs, 

and publish their digiral photos on a personal website." While the Apple 

Store initiative proved popular with Mac buyers accustomed to getting 

short shrift at traditiona l Windows-dominated computer stores, it infuriated 

longtime independent Apple retailers that d idn't appreciate Cupertino 

cannibalizing their sales. 
Apple was slow to capitalize on the MP3 music-swapping craze char 

was fast becoming the killer app of the new millenni um. iTunes 1.0 was a 

step in che right direction , as was the belated move of equipping Macs with 

C D-RW drives capable of burning audio discs, and updating Mac OS X to 

support C D burning helped, too. But chose steps merely put the Mac on 

equal footing with Wintel clones. The iPod rook things to a whole new level. 

lnrroduced on November I 0, at a list price of $399, the iPod was a true 

breakthrough product. Other M P3-playback devices at the rime rook forever 

co load with music since they used relatively slow USB (Universal Serial Bus) 

for data transfer, had lim ired capacity since they used solid scare memory, and 

were clunky since they weren't crafted by Ive's Industrial Design Group. The 

6.5-ounce iPod's huge 5GB hard drive could be filled with approximately 
I ,000 CO-quality songs in ten minutes through irs fast Fire Wire port, 

and seamless integration wirh 

iTunes 2.0 made synchronizing 

music libraries a snap. Backed 

by a ten-hour battery life, rhe 

iPod was essentially an all-day 

jukebox you could put in your 

pocket. Initially available only 

for Mac users, Apple released 
more capacious iPods in 2002 

char also worked with Windows. 

By the third quarter of fiscal year 

2003, over one million iPods 

0 
were sold, helping the com pany 
reduce irs reliance on Macinrosh 

products for revenue. 

The big news co come out 

ofMacworld Expo 2001 in San 
Francisco was the all-new iMac, 

with a stunni ng 15-inch LCD 
Aat screen attached co a swivel 

neck that allows users co adjust 
The iPod was central to Apple's strategy of irs height or angle with just a 
making the Moe a "digital lifestyle" hub. couch. The rumor mi ll was 



spinning the tale that rhc new computer was modeled afrer Luxo Jr., the 
mascor ofPixar Animation Srudios. At first blush, it seems feasible enough. 
Afrer all, Apple CEO Steve Jobs is also d1e CEO and chai rman of Pixar 
(see "The Pixar Phenomenon"). And Pixar rose to fume after it received 
an Academy Award nomination in 1986 for irs animated short, Luxo Jr., 
featuring a father-son ream of Anglepoise lamps expressively rendered in 
colorful 30 graphics. However, d1e rruth is that lve drew his inspiration 
for the new iMac nor from Pixar's playful mascot, bur rather from Jobs' 

suburban garden. 
As successful as the original iMac was, by rhe new millennium Jobs was 

anxious to revamp it to rake advanwge of falling component prices, especially 
in the area of liquid crystal displays (LCDs) . Accepting rhe challenge, lve 
initially conceived of an upright Aar-panel iMac wirh processor and drives 
mounted vertically behind the display (shades of the Twentieth Annivers;try 
Mac) . When lvc presented his prororype ro Jobs in rhe autumn of 2000, 
the boss wasn't impressed. lr lacked rhe excitement and purity of design 
of rhe original iMac. 

To clear his head,Jobs drove from Cupertino ro his home in Palo A leo, 
and then summoned lvc ro join him. Instead of berating his star designer, 
Jobs rook lve for a srroll in his wife's quarter-acre vegetable garden and 
apricot grove. jobs rold lvc, "Each element has to be true ro irsclf. W hy 
have a Aar display if you're going ro glom all this sruff on irs back? W hy 
stand a computer on its side when ir really wants to be horizontal and on 
the ground? Let each clement be what it is, be rrue ro irself." Pointing to the 
beautiful Aora rhat surrounded rhem, Jobs suggested the new iMac "should 
look like a sunflower." Thar simple directive was all lve needed. Within a 
day he had a working sketch of a com purer with an LCD mounted on an 
adjustable neck, bur ir would rake nearly Lwo arduous years ro bring rhe 

new design ro fruitio n as rhe 
critically acclaimed Aat-panel 
iMac. As Ive explained, "The 
th ing is, it's very easy to be 
differenr, bur very difficult ro 
be berrer. That's what we have 
tried ro do wirh me new iMac." 
If sales are any indication, rhcy 

1 succeeded wildly. Apple sold 
----~-- J 1.3 million iMacs in fiscal yea r 

2002, making the new Aat-panel 
iMac line (a 17-inch model was 
released in July) the firm's best­
selling product by a long shoe. 

Apple dec lared 2003, 
"The Year of the Notebook," 

The flat-panel iMac was inspired by a at t he lvlacwo rld Expo in 
sunflower, not Pixar's Luxo Jr. mascot. San Francisco on January 7. 

Happily Ever Apple? 

"The new iMac ushers in the 
age of flat-screen computing 
for everyone. The CRT disp lay is 
now officia lly dead." 
Steve Jobs 
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Happily Ever Apple? 

The 12-i nch Powe rBook G4 looks 

downright tiny com pored to its 17 -inch 

brethren, the world's la rgest notebook 

upon its introduction in 2003. 

"We are going to do for digital 
creation what Microsoft d id for 
the offi ce suite productivily." 
Steve Jobs 
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H aving just revised the 15-inch titanium PowerBook G4 the previous 

November by boosting its processor speed to I GHz, Apple blew away the 

crowd when it bracketed that offering with I 2- and 17-inch Power Book G4 

models clad in aluminum alloy. The 12-inch PowerBook G4 appealed to 

consumers who liked the small form factor of the iBook line buc lamented irs 

G3 processor. T he 17 -inch Power Book 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 I G H z PowerPC G4, sloe-loading Super Drive, AirPort 

Extreme, Blueroorh, Fire Wire 400 and 800 ports, 60GB hard d rive, Gigabit 

Ethernet, and bacldit keyboard. "Many users are going to wonder why 

they even need a deskcop computer anymore," predicted Jobs. Apparently 

consumers agreed with him; in the th ird quarter of fiscal 2003, portables 

represented a record high 46 percent of Macintosh systems sold. 

illfe ,,,. .. 
' 

il ife wos just one of many innovative 

software products Apple re lea sed in 

2003. 

Apple's new Mac hardware 

offerings continued to lead the 

com puter indust ry in 2003, 

bur the company also pushed 

the envelope wi rh easy-eo-use 

sofrware. The newly released 

$49 iLife package contained 

improved vers ions of iDVD, 

iMovie, iPho co, and iT unes, 

building on the "digital hub" 
concept an nounced a year 

earl ier. A p p le a lso re leased 

Keynote, in tended co unseat 

M icrosoft's PowerPoint as the 

presentation package of choice 

for Mac users. And just four 

months after the expiration of 

Microsoft's agreement to make 

Mac versions of irs internet Explorer for five years, Apple unveiled irs own 

Mac OS X-only browser, Saf.1ri , which fea tured tabbed browsing, built- in 

G oogle 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 rhe hiscory of the company, on April 28, Apple launched the iTunes 

Music Srore, a revolmionary on line venture that lets customers quickly find, 

pu rchase, and download music for 99 cents per song. O ther competitive 

online music services had been trying to make a buck off the MP3 music 

craze but had failed ro 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 limi ted number of songs. With irs seamless imegration into iTunes 

4.0, Apple's service is easy ro use, and once you buy a 12 8Kbps AAC­

cncoded song, you're free ro do almost anything you want with it: burn it 



The iTunes Music Store moy revolutionize the distribution of popular music. 

ro a C D. transfer ir ro an iPod, listen ro iron a Mac, and include it in iLife 

documenrs. Since Apple was able ro obra.in rhe cooperation of"The Big Five" 

music companies-BMG, EMI, Sony Music Entertainment, Universal, 

and Warner-the iTunes Music Srore featu red over 200,000 songs ar irs 

introduction, all of which can be previewed at the click of a burton. Even 

though it was initially accessible to Mac users only, by rhe end of irs first full 

quarrer of operation, the iTunes Music Store was close co breaking even afrer 

selling over six million songs. And by rhe end of Occober, rhe number of 
songs available had doubled, and the Windows version was released, causing 

sales of songs ro jump dramatically. After paying royalties and transaction 

fees, Apple earns only pennies per song, so the real motivation fo r creating 

r.he iTunes Music Store is ro sell more iPods, which carry signi fican tly higher 

gross margins. "The iPod makes money. T he iTunes Music Store doesn't," 

admirred Apple senior VP Schiller. Apple's srrategy 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 rhan three years, making rhe iPod the most popular 

MP3 player on the marker by far. 

Apple's sales of professional desktop machines had been sagging because 
rhc all-important graphic design communi ty 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 co shore 

up the high-end of irs product line with the June 23 announcement of rhe 

first personal computers based upon a 64-bir processor. Priced at $2,999, 

the mosr powerfu l model comes equipped with dual 2.0G H z Power PC G5 

processors in a sleek new anodized aluminum alloy enclosure, making it the 
world 's f:JStesr 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 

GS processors, at its introdudion the Power 

Mac GS was the world's fastest PC. 
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Happily Ever Apple? 

Apple's 30-second Switcher commercial 

lecturing 15-yeor-old hig h school 

sophomore Ellen Feiss become a pop 

cu lture phenomenon fueled by rumors 

tha t the star was stoned when the shot was 

fi lmed. The pothead proponents claim that 

Feiss's speech is slightly slurred and that 

her eyes appear to be bloodshot. 

In on interview granted to The Brown Doily 
Herold, Feiss stated, "I do admit to looking 

preHy out of it in that commercia I- I think I 

look horrible. It was after school, bull was 

the lost person to make the commercial, 

so by the time I mode it it was like 10, so 

I was really tired. The funny thing was, 

I was on d rugs! I was on Benedryl, my 

allergy medication, so I was really out of 

it anyway. That's why my eyes were a ll red , 

because I hove seasona l allerg ies. But no 

one believes me." 

One person who probably would lend 

a sympathetic ear to Feiss is 22-yeor­

old actor Benjamin Curtis, better known 

as Dell's annoying computer pitchman 

"Steven." On Februor>' 9, 2003, Curtis 

was arrested-for real- in New York 

City's Lower East Side lor buying a small 

bog of marijuana. 
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As Apple prepares for the rwenrierh an niversary of the in troductio n 

of the original Mac, it's in a far scronger 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 b illion in losses for rhe fiscal years 

1996 and 1997. By 2003, Jobs had managed rhe impossible cask of pulling 

Apple out of irs tailspin, erasing chose deficits, and amassing a horde of well 

over $4 billion in cash. Nor content merely to survive, Apple is once again 

leading. In addition to having produced the fastest personal computer on 

the planet, Apple also has breached life inro the recording indust ry, created 

a virtual cult ofiPod users, introduced a string of stunningly amacrive new 

Macintosh models, and finally delivered a rock-solid "modern" operating 

system with remarkable backward compatibility. Apple's marker share may 

remain relatively small, bur irs impact o n the world of high rechnology and 

popular culture at large is indisputably huge. 
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by WALLACE WANG 
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