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History of Apple Computer

In 1977, personal computers were the interest of a small group of engineers in California’s Silicon Valley.  In the shadow of corporate giants like Hewlett-Packard and Xerox, a small company in Cupertino released a personal computer called the Apple II.  Built in the garage of Steve Jobs, the computer was designed mostly by co-founder Steve Wozniak.  As author Steven Levy wrote, “Wireheads and hackers were uniformly impressed by Wozniak’s virtuoso design.”
  Apple Computer had its first product.

The Apple II and its subsequent updates fueled the company’s early growth.  Years before IBM entered the personal computer market, Apple was selling Apple IIs for less than $1,500.  Before the end of the decade, Apple was worth over $1 billion.  This sudden growth made its founders rich and forced a change of corporate culture.  Clearly the imperatives of running a business clashed with the anti-establishment ethos of the early days of Apple.  

No longer were technical skill and creativity all that mattered.  Apple needed to release new products.  Inspiration came from the people who had developed the concepts that would come to define the personal computer interface—the mouse and the graphical user interface (GUI).  Foremost among these innovators were Advanced Research Projects Agency (ARPA) researcher Douglas Engelbart and the researchers at Xerox-Palo Alto Research Center (PARC).  After a visit to PARC in 1979, Jobs and colleagues resolved to extend and improve on PARC’s revolutionary Alto computer.  

The project would be known as Lisa.  Based on a Motorola 68000 chip, Lisa’s real accomplishment was in its software.  It was the first GUI made for mass distribution.  Levy writes: “Icons took new importance on [Lisa’s] Desktop Manager.  As the name implies, the desktop metaphor had fully flowered.”
  Updating the ideas of PARC, the Lisa team designed a system that previewed the future of desktop computing.  However, a price tag of over $12,000 made the computer less than a success.  Even as Lisa was being developed, another product was also being worked on at Apple in a building across town—the Macintosh.

The first Macintosh project manager, Jef Raskin, saw the computer his working group sought to create as a simple, no-frills machine that would appeal to a wide range of users.  Though the computer was revolutionary when it was released, the Macintosh group saw themselves as outsiders.  Levy writes “This was the Macintosh team back then: a scrappy assortment of outcasts and mutts.”
  They were at odds not only with the Lisa team but also with many of the more traditional engineers Apple had hired, including such groups as “the H-P [former Hewlett-Packard] contingent, a cautious lot sensitive to all sorts of blasphemies against previously held wisdom.”

In 1981, Apple released the Apple III computer.  After initially shipping thousands of defective units that needed to be recalled, Apple saw a lukewarm reception to the new product.  Not much later IBM released its first PC, running Microsoft’s DOS operating system.  Within a few years, Apple dropped the Apple III line (even as they kept making the Apple II).

Plans for the Macintosh changed frequently.  Initially, it had been envisioned as a machine without a mouse or GUI.  After a clash with Steve Jobs, Raskin left and Andy Hertzfield took the lead of the Macintosh team.  While the computer was now to offer a desktop with a GUI and mouse control, it was to remain much cheaper than the Lisa.  Another key difference of Macintosh was the decision to induce third-party developers to write software for the machine.  These developers were encouraged to design their programs in a similar way to each other in order to encourage ease of use, a concept called “Human Interface Guidelines.”  This directive went toward creating the Macintosh’s famed interface—as Mac Design Magazine editor-in-chief Scott Kelby states approvingly, “Since the very beginning, Apple has made it a standard that the word software developers would use to quit a Macintosh software program would be ‘Quit.’ Always.”

In creating new products, “Steve Jobs considered the look of his products to be paramount,” though “this is not to say that Jobs was consistent in his demands,”
 writes Steven Levy.  Design was key both in the shape of the hardware and the look of the desktop software.  Lisa’s Desktop Manager system was succeeded by its Macintosh equivalent, the Finder.  The look and feel of the computer was considered emphasized, and the Finder was an essential part of that.
After years of research and development that included surmounting difficult technical hurdles and sorting out arguments about the system’s design, Apple aired its famous “1984” advertisement during the Super Bowl to announce the arrival of the Macintosh.

Though it created a sensation, the Macintosh was not initially an unqualified success.  Projections by Jobs about how many would sell proved wildly over-optimistic.  Though easy to use, software developers found the Macintosh difficult.  Cost-cutting had made the final Macintosh too low on memory and too slow.  “The problems of speed and storage cast a shadow on almost every task the Macintosh users performed,” wrote Levy.
  Though many found the machine fascinating and got into it immediately, Apple was disappointed that such a revolutionary product had failed to dislodge IBM and its command line (non-GUI) systems as the market leader.

Releases of software programs like PageMaker and HyperCard as well as increases in memory available and the introduction of an external floppy disk drive made Macintosh more usable and attracted a specific group of users.  The ease of use and GUI made the Macintosh a natural computer for desktop publishing, a market it still dominates.  

In 1986 the Macintosh Plus was released, signaling a major step forward in terms of memory and power.  This was followed by the Mac II in 1987, sporting a separate monitor, and the Mac SE, essentially a newer version of the Macintosh with a built-in monitor in the style of the Mac I.  In 1990 Apple lowered the price of some of the models and offered the Mac LC (featuring a color screen) and the Mac Classic.  In 1991 the first Macintosh laptop, the PowerBook, was released.

Apple released new versions of its operating system (OS), adding the ability to use aliases (i.e. shortcuts) with OS 7.  But Microsoft was keen to release its own GUI.  After several missteps, Microsoft released Windows 3.0 in 1990.  Thus began the widespread adoption of the GUI—but it was a graphical user interface from Microsoft.  Before that time, “PC users had no icons.  No folders.  No windows.  No mouse!  If you wanted a computing environment that offered these things, you had to buy a Macintosh,” points out Scott Kelby.
  Crude as it was, Windows 3.0 eroded a key competitive advantage of Apple’s.

In 1993, Apple introduced the Newton, a flashy but short-lived PDA that in some ways laid the foundation for personal digital assistant companies like Palm and Handspring.  PowerMacs, running a chip that was a joint venture among Apple, Motorola, and IBM, were introduced in 1994.  They represented another major advance in memory and computing power.

The mid 1990s were characterized by strategic muddle at Apple.  Both the PowerPC and Performa lines used the PowerMac motherboard but were criticized for not giving consumers clear choices.  An online service named eWorld came and went with little fanfare.  Apple experienced financial difficulty and was nearly acquired by Sun Microsystems in 1996.  In 1997 Steve Jobs, forced out in 1985, returned as Apple chairman.

Under Jobs’s second coming, Apple cancelled the Newton and stopped allowing other companies to make Apple clones.  The clones, introduced a few years earlier when Apple finally agreed to license its OS, took away computer design control from Apple and were said to be cutting into profits.

New products released by Apple included the iMac, iBook and G3 desktop computers in 1999.  The iMac was acclaimed for its rounded design that integrated the monitor and the computer somewhat in the style of old Macintoshes,
 but with a much more rounded shape, and the iBook laptop computer was introduced as its portable equivalent.  The G3 and subsequent G4 desktop models proved popular with many Macintosh users who were ready to upgrade to a faster machine.  

Apple enhanced its reputation for ground-breaking design with the new computers.  Even the short-lived G3 Cube was considered a design if not commercial success.  When Apple released the iPod mp3 player in 2001, it was hailed as yet another triumph.  Newer, more powerful versions of the player were set to follow in 2003.

In 2001 Apple released the new iMac, another all-in-one computer and monitor.  Its design was quite different than the old iMac—it actually looks kind of like a lamp.  Once again Apple had created a startlingly original computer.  The eMac was introduced to eventually take the old iMac’s place, offering the same basic shape and more computing power.
Apple’s Organizational Structure


Apple is a publicly held company whose shares trade on the NASDAQ.  The company makes computer hardware, but it also sells operating system software and utilities, peripheral devices, and personal electronics like mp3 players.  At the close of trading in New York on May 15, 2003, Apple’s market capitalization was $6.848 billion.


Still based in Cupertino, California, Apple operates in many countries in Europe and Asia as well as North America.  It is organized into divisions based on product line.  Those who are recognized for major accomplishments within the company are rewarded with the rare “Apple Fellowship,”
 which allows them to work on any project within the company.  

The prestige of sitting on Apple’s board can be seen from the presence of Silicon Valley luminaries as well as the recent addition of former Vice President Al Gore.

Apple has 10,211 employees.
  These workers range from research and development engineers to sales people at Apple’s mall stores.  “Middle management is total ‘Excel spreadsheet business school,’” says recently departed Apple employee Mike Szumlinski, who still works with Macintoshes in his new job.  “The upper tiers are a little more visionary and have a much different management style.”

The internal workings of Apple are largely kept secret.  A call to company headquarters yielded nothing in the way of solid information.  “We don’t benchmark anything, not since 1998,” said a company spokeswoman rather cryptically.  In an interview about the company, Szumlinski spoke of “severe NDAs [non-disclosure agreements]” that every employee has to sign.  Information about the company’s formal hierarchy is not widely available, although it is clear that Apple has a more decentralized and entrepreneurial culture than many established Silicon Valley companies.  Its secretiveness, however, is not even limited to outsiders.  “I worked for them and neither I nor my boss knew about products until we read about them in the newspaper,” notes Szumlinski.   
Overall Industry Trends


The personal computer market shrank for the first time in 2001.  After years of blazing growth, the market for computers is now considered mature.  Replacement sales, rather than purchases by new users, are most common.


In the consumer electronics market, Apple sells the iPod mp3 player.  Though considered a remarkable design feat, it is more expensive than most mp3 players and serves the high end of the market.


In both computers and consumer products, Apple aims to offer superior goods that appeal to design-conscious consumers with high incomes.  This puts them in monopolistic competition with other manufacturers.  Though a PC running Microsoft Windows could be considered a substitute for a Macintosh for many people, some would insist on the Mac, even if it cost more and had a slower speed.  Certainly many in desktop publishing and digital editing would only want to use a Macintosh due to their training and preferences.
Unique Problems/Challenges/Opportunities of the Business

Apple occupies a niche in the computer market, selling units to workers in many creative fields like graphic design, audio and video editing, and publishing.  It has had much success in differentiating their products to appeal to both its loyal users and to design- and image-conscious professionals and college students.  Many of these users have a very inelastic demand for Apple products—they will still buy new machines even if the price goes up.  
Many of the top programs for creative tasks, such as QuickTime, QuarkXpress, Final Cut Pro, and Adobe GoLive, are exclusively made for the Macintosh, or clearly designed with the platform in mind.  However large numbers of business programs and games are made for the PC platform only, which can be an occasional inconvenience.

Apple has the opportunity to sell its movie and music software to an increasing audience—many of the things one would need a studio in order to do five years ago can now be done by recording footage with a digital camera, connecting it to a Macintosh’s FireWire port, and editing the material onscreen.  Mike Szumlinski says “The vision of Apple was to dominate content and media creation.  So in a sense, they are very tightly tied to media, because 99.9% of all audio and video that makes it to the consumer has touched a Mac at some point or another.”

In enterprise computing, Macintosh offers software for web servers called Xserve but lags far behind competitors like Apache, which runs on UNIX and Linux systems, and Microsoft’s Server 2003.  A reviewer said of the newest version: “Xserve is not a plain vanilla server that tries to compete on price/performance.”
  Instead it offers lots of features and the Apple OS 10.2.5 platform, which is built on open source.  In that way it is much like Apple’s other products, differentiating itself in terms of quality.  Where desktop PCs have already been commoditized, other companies are also now realizing that offering more than just processor power is now important in the server market as well.   
Microsoft typically releases a version of its Office software package for the Macintosh, which is essential for Mac users who need to read Windows-generated documents.  Apple’s long-time rival is actually the number one developer for the Macintosh platform.

Platform issues can cause difficulties for Macintosh.  But for years Macintosh computers have been able to read many PC disks, while the reverse is not true.  Because of its 3% to 6% market share in the personal computer market, Mac has to adapt to a Windows operating system and Intel processor (“Wintel”) dominated PC world.  For example, Apple always releases a Windows version of its QuickTime movie and media software so that non-Macintosh users can view movies in that format.  Szumlinski addresses the question of whether being different is an advantage or disadvantage in this way: “A company as small as Apple couldn't survive if they were just shipping out cookie cutter boxes like Dell or HP.  At the same time, you are unfortunately forced to follow suit on certain ‘standards,’ and I use the term very lightly, like MS Office or CIFS sharing.”


Vertically integrating its iPod mp3 player with a music service is Apple’s next big move.  Apple now offers a service called iTunes, which allows users to download mp3s from the web for $0.99 each.
  Though the service is currently only available for Macintosh users, Apple says it has a Windows version on the way.
  

Getting consumers to adopt the iTunes Music Store as a way of acquiring music may be difficult.  Many peer-to-peer (P2P) services like iMesh and Grokster offer free downloads of the same songs that Apple intends to sell.  “Despite industry backing for several subscription-based online music services, such as Rhapsody, pressplay and MusicNet, response has been tepid,” notes The Economist.
  

Many users continue to use the P2P services despite increasingly aggressive warnings from the music industry.  Whether or not the iTunes is a success, it has been praised as much more straightforward than other services such as MusicNet because it tosses aside subscriptions and lets users buy the rights to one song at a time.  However, songs downloaded from the service are subject to controversial digital rights management (DRM) restrictions on use of the songs
, just like in the other services.

Though finding new customers is important, Macintosh’s future success is largely dependant on success in cultivating its current user base.  Kelby would go even further, saying “The general public doesn’t buy stuff from Apple.  Mac users, the Mac faithful, and fans of Apple buy products with the Apple logo on them, and that pretty much it.”

The technology industry has struggled mightily since 2000, but Apple has shown modest profits in the last few years.  Financial difficulty, having dogged Apple for much of the 1990s, is not currently a major problem.  “The credit, analysts say, goes to Apple's steady management and appealing products,” according to a MacWorld article.

Style of Management/Leadership


Discussions of Apple’s management inevitably start with the company’s chairman, Steve Jobs.  Though he possessed technical knowledge that was slight when compared to Apple’s engineering geniuses like Burrell Smith and Steve Wozniak, he would participate in every aspect of designing a computer.  He was famous for his inspirational talks.  Steven Levy writes that “Job’s speeches were punctuated by slogans.  It was on one such retreat that he originally encouraged the Mac team to consider themselves pirates.”
  But his abrasive personality did not go over well with everyone.


“You can’t use the words Steve Jobs and manager in the same sentence,”
 Levy quotes a vice president at Apple saying.  Jobs has alternately been praised as a motivator and dismissed as a temperamental crank. 


“You might work on something for a week, when Jobs, exercising what Jef Raskin once called MBWA (Management By Walking Around), would chance upon your cubicle, give a quick glance, and declare ‘This sucks!’” writes Levy.
  “Sometimes [Microsoft chairman Bill] Gates got impatient with him. ‘The guy should turn it off sometimes…he pushes too hard, too much ‘us versus them.’”


After being forced out of the company in 1985, Steve Jobs went on to found Next Computer (later acquired by Apple in 1997) and buy Pixar animation studios, which he built up into a successful studio with such hits as Toy Story and Monsters Inc.  By the time he returned in 1997, Apple had lost much of its early momentum.  Jobs quickly set out simplifying Apple’s product lines.  Notes Kelby, “Steve slashed the product line almost immediately, but his real stroke of genius was to replace the entire low-end product line with just one unit—the iMac.”


After Jobs’s departure, Apple’s point man for a time was John Scully.  Though considered the more grounded and businesslike of the two, Scully oversaw Apple while it struggled with its operations.  He emphasized profits over market share, and Macintosh continued to trail the Microsoft/IBM/Intel PC platform in number of users.  While Apple worked on perfecting the Macintosh, “Scully didn’t price Macintosh competitively until 1990, and by then Apple was destined to be forever the ‘other’ computer, with no more than a significant but small” following.
  


Subsequent leaders at Apple would also face difficulties.  Michel Spindler was chosen to lead the company, and the native German speaker did not seem to fit with Apple’s corporate culture.  It was during his tenure that the unsuccessful online division, eWorld, was opened and closed.  Levy thinks that “aside from the PowerPC, he screwed up just about everything that could be screwed up at Apple.”


Not that Spindler’s successor did much better.  Derided from the beginning as a boring suit by Macintosh fans, Gil Amelio was chosen from Apple’s board to lead the company in 1996.  Though he had led National Semiconductor, Amelio did not exhibit the drive and creativity that Apple was known for.  Perhaps recognizing this, Amelio invited Steve Jobs back and let him co-present the keynote speech at the summer MacWord Expo in 1997.  “When Jobs took the stage, the applause was overwhelming.  He was a hero, back from exile, and the crowd listened raptly as he promised to bring sense to Apple’s strategy, return pride to its employees, and change red ink to black.”
  Shortly thereafter, Jobs was again running the company.


The fact that the summer MacWorld Expo and the annual Expo in San Francisco are so well attended says a great deal about the enthusiasm of Macintosh users.  Even in the dark times of the mid 1990s (Apple’s “near death experience,” according to Szumlinski), the company’s customers were busy working on their machines during the day, and perhaps installing OS extensions in the evening.  Dedicated Macintosh users swear by their sleekly designed machines.  Scott Kelby gives this testimonial: “Once you buy a Mac, your life will undergo a major change.  It’s a good change, an amazing change.”


So now that Jobs is back at the helm, how is Apple being managed?  A look at Jobs’s track record since returning (the iMac, the iPod) suggests that the company is again stressing innovation and taking major risks, in the chairman’s style.  Clearly, many Macintosh people believe that Jobs is the right man to lead.


“Focus means saying no,” according to Jobs.
  But a look at his track record from his last stint shows that Jobs has a habit of saying no to good ideas as well as bad.  “His obstinence occasionally led him to demand the wrong thing.  Sometimes he was so obviously mistaken that his subordinates conducted silent mutinies [on technical issues that they understood better].
”


The charismatic style of leadership that Jobs employs owes much to his vision and less to traditional business acumen.  After coming back to Apple, Jobs initiated an advertising campaign with the compelling if grammatically suspect slogan “Think different.”  Apple’s unique culture, which focuses on design and innovation, seems to demand a different leader.  


Tech columnist Tom Yager does a good job in summing up Apple, saying, “I frequently find Apple to be a good metaphor for what’s going on in the tech industry. More than most companies I deal with, Apple is willing to take huge risks to respond to and evolve the markets it serves. I disagree, and sometimes vehemently, with some of the choices Apple makes. But there is always something to learn from its choices.”

Business Life Cycle Of Apple


Apple has traditionally been a maker of computers, an industry that has noticeably matured in the last few years.  In that sense it is a mature company.  Retaining the zeal of its founding days is an ongoing struggle at the company, and an uncertain market seems to help focus employees’ minds on their goals.  

Its recent entry into the music market with the iPod and iTunes service offers opportunities for the personal electronics part Apple to become a growth company.  The search for new markets is a major risk, but the iTunes service already appears to be a success.
 

The threats to Apple’s growth strategy include other music-industry backed services, since the labels have an interest in them, as well as P2P download services.  One of the iTunes service’s weaknesses is that the songs downloaded from it are not quite CD quality, though in that respect it is no worse than the competitors mentioned.  

Competitors


Clearly the different operating system and software make Macintoshes a less than perfect substitute for PCs running Windows, and the other way around.  However many computer buyers will consider both before making a decision about what to get.  The main operating system competitor is Microsoft Windows, which has long been criticized as inferior to Macintosh’s OS.  Despite this, Windows XP is clearly a more popular product with the general public than Apple’s OS X.


Apple’s iPod puts it into competition with the makers of other mp3 players, such as Sony and Creative.  The iPod is at the high end of the price range for players, but is favored by many for its unique look.


In computer hardware, Apple competes against such companies as Dell, Hewlett-Packard and IBM.  These companies generally offer more powerful (as measured by processor speed) computers that cost less.  Certainly Apple must offer some advantage to attract buyers.

Competitive Advantages

 Apple’s strong position in the desktop publishing and digital editing markets give it a clear competitive advantage—some time ago it reached a tipping point at which it became the industry standard.  Now that Apple has sold so many machines to companies in these fields, moving to different systems now would involve considerable switching costs, both in terms of buying new equipment and re-training employees.

The original iMac was a major consumer success.  Mike Szumlinski pointed out that it has been shipped mostly to consumers at the lower-price end of the market, however, and Apple has lost share in the education market where “they used to rule supreme.”  So while Apple’s competitive advantage in the educational market has eroded, many of those who have already graduated remember using Macintoshes and may be inclined to purchase them in the future.

No discussion of Apple’s competitive advantages would be complete without considering the style premium.  Clearly many who buy Apple products are induced to do so based on Apple’s image and reputation.  Many also praise the Macintosh OS interface, finding it simpler and more intuitive than Windows.    

Recommendations and Future Outlook


Apple has weathered one of the worst IT downturns in history, and still shows a profit.  Even though Apple’s profits for the fiscal first quarter ending March 29, 2003, were down from the previous year,
 it has clearly done well in some of the areas it often used to struggle in—operational effectiveness and inventory management.  


In order to have continued financial success and raise the company’s share price, Apple must convince software companies to develop products for the OS X platform.  The software “evangelists” of their early days would have a role to play right now.  

Another important step would be to lower prices in an effort to increase market share.  While Apple offered computers more powerful than PCs running Windows when it introduced its G3 and G4 machines in the last 1990s, it has fallen behind in processor speed in the last few years.  At this point it needs to reduce prices in order to offer a more compelling value proposition.  Another benefit of lowering the price would be to increase sales and thus the amount of users.  This could convince more software makers to release Macintosh versions since the market for their products would then be larger.

A recent cover article in Fortune Magazine
 detailed the launch of the iTunes Music Service.  Whether Apple really has found the first profitable model for online music distribution or not, they have already come closer than anyone else.  Apple’s expansion into media has caused rumors that they were trying to buy Universal Music from Vivendi.
  So what is their future in media?


“Realistically, the vision of Apple...was to dominate content and media creation,” says Mike Szumlinski.

So can a medium-sized maker of computers become a major media company?  If they gather enough control of certain production equipment, maybe Apple could use a Microsoft-like strategy of vertically integrating one service offering over another.  Maybe Apple is the real “new media.”
There is a very positive outlook for Apple.  Thus far, the company has been successful with its new ventures and continues to hold strong market share with its continuing operations.  The uniqueness of Apple’s products and differentiation in design will not only attract new Apple fans, but also keep the existing ones interested.  The management style full of energy and vision of Steve Jobs is necessary in this industry, without it Apple will not last.  Jobs must continue to demand the best and most innovative products and designs from Apple’s employees.  Cutting edge design and technology is what makes it in Silicon Valley and this is a concept that Jobs understands.
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