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Erasing the Boundaries 
By DAVID STREITFELD 

SAN FRANCISCO — Technology used to be so simple.  

In the old days, you listened to music on your iPod while exercising. During an idle moment at the office you might 
use Google on your Microsoft Windows PC to search for the latest celebrity implosion. Maybe you would post an 
update on Facebook. After dinner, you could watch a DVD from Netflix or sink into a new page-turner that had 
arrived that day from Amazon.  

That vision, where every company and every device had its separate role, is so 2011.  

The biggest tech companies are no longer content simply to enhance part of your day. They want to erase the 
boundaries, do what the other big tech companies are doing and own every waking moment. The new strategy is to 
build a device, sell it to consumers and then sell them the content to play on it. And maybe some ads, too.  

Last week‟s news that Google is preparing its first Google-branded home entertainment device — a system for 
streaming music in the house — might seem far afield for an Internet search and advertising company, but fits solidly 
into an industrywide goal in which each tech company would like to be all things to all people all day long.  

“It‟s not about brands or devices or platforms anymore,” said Michael Gartenberg, an analyst at Gartner. “It‟s about 
the ecosystem. The idea is to get consumers tied into that ecosystem as tightly as possible so they and their content 
are locked into one system.”  

So Facebook, which has half of its users accessing it from mobile devices, has dabbled in phones and is said to be 
moving even more firmly in that direction. Apple, once just a computer maker, already gets most of its profit from 
mobile devices and is eyeing televisions, which would play content from iTunes.  

Amazon created the Kindle Fire tablet, and there is intense speculation it is developing a Kindle Phone — a prospect 
that became more believable two weeks ago when Microsoft‟s senior director of Windows Phone development, 
Brandon Watson, joined the retailer. He said the opportunity, which he did not specify, was “too big to pass up.” 
Microsoft, which has tightened its relationship with Nokia to again be a major player in phone software, has placed its 
Xbox in millions of living rooms as a home entertainment portal.  

Reports of the new Google device come just as the search giant‟s $12.5 billion purchase of Motorola Mobility is 
expected to close, giving Google direct control over one of the companies that uses its Android phone operating 
system — and presumably more of an ability to extend its reach.  

None of these companies will reveal what they are doing in the future. (Amazon will not even reveal what it did in the 
past; try asking it how many Kindle Fires it has sold.) News of the Google device became public only after a blogger 
found a Federal Communications Commission filing on it.  

But their hiring trends give a clue. Their job boards, once a repository for all kinds of software jobs, are brimming 
with positions for people with degrees in electrical engineering and hardware design.  

On Amazon‟s Web site, for example, the boards have dozens of listings for jobs with titles you might expect at a 
hardware company. Among them: Senior Hardware Engineering Manager, Director, Hardware Platforms and 
Systems, and Hardware EE Reliability Engineer. (EE is short for electrical engineer.) Many of these jobs point to 
positions within Lab126, the California-based unit within Amazon that is responsible for the Kindle — but with so 
many open positions, the lab seems likely to be working on other gadgets.  

At Google, the boards show plenty of opportunities for people who understand the underbelly of a microchip: 
Communications Hardware Engineer, Electrical Hardware Engineer and Technical Program Manager for the 
Android@Home team, which previewed a “conceptual” version of an entertainment device last year. That last job 
posting underlines the need for creating “immersive and portable versions of our products.” Just like Facebook, 
Google cannot afford to be left behind in a mobile world.  

Before the advent of coordinated systems, executives at consumer technology companies babbled endlessly about 
connected homes and convergence. They tried to make that happen, but no one had the pieces of hardware and 
content that would fit together seamlessly.  

The pioneer — and perhaps the inspiration — was Steven P. Jobs, the late Apple chief executive who made creating 
devices look easy with the iPad and iPhone. Dream them up, then make the software complement the hardware, 
outsource the production, sell at a premium and watch your company become the most valuable on earth.  

But the tech landscape is littered with the wreckage of those who tried to capture some of Apple‟s magic. Ask Research 
in Motion, HTC or Hewlett-Packard about their experience with tablets and they will not show joy.  
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Even when the system is successful, things can go wrong. Despite a captive audience, the management can feel an 
urge to force-feed, upsell or otherwise take advantage. It is probably not a coincidence that much of the lingo of these 
systems borrows from prison, starting with “locked in.”  

Successful as Amazon and Apple have been with their devices, there are periodic signs of disquiet. Early users of the 
Kindle Fire reported trouble getting their own content on the device. (Downloading Amazon content? No problem.) 
Apple just made it easier for people to create content with its iBook Authors book creation tool, provided the author 
does not want to sell it through anyone but Apple. That sparked some negative reaction.  

As for Google and its acquisition of Motorola Mobility, just how a high-margin Internet operation will mesh with a 
low-margin manufacturer with 19,000 employees has been the subject of much speculation; still, there are plenty of 
ways for Google to leverage Motorola.  

Sean McDevitt, a consultant with CSMG, explained Google‟s move into hardware as less “I want to make devices 
because I want to have the margins of a manufacturer” and more “I want to make devices that work the way I want 
them to work.”  

As an example of how Google will use hardware to push software, Mr. McDevitt cited Google Wallet, a cellphone 
payment system released last fall. Google put a lot of work into this software. It had 150,000 retailers deploy near-
field communications readers so all a customer would have to do to buy a pack of Juicy Fruit was wave a smartphone. 
It had Citigroup encourage its MasterCard holders to use Google Wallet as an extension of their credit cards.  

So what stopped Google Wallet from taking off? Probably the fact that it works only with a Google Nexus phone, not 
exactly the most popular phone out there.  

“The next new Motorola phone will undoubtedly come preinstalled with the Google Wallet near-field communications 
chip,” Mr. McDevitt concluded in a report last fall. “And where Motorola leads, the other handset manufacturers 
using Android are likely to follow.”  

Where the entertainment player will fit into the Google landscape is unclear. It could shore up Google Music, a free 
cloud service that lets people buy tracks from the Android Market and listen to songs from their various Internet-
connected devices.  

When Google introduced Google Music last November, the company marketed the service as a way for its users to 
share and discover new music with its social media feature Google Plus. But it has failed to sign up Warner, one of the 
top four music labels, and users have criticized the sharing feature as confusing.  

“Who knows how the model is going to play out?” said Andrew Murphy, an analyst at Piper Jaffray. “Google doesn‟t 
know yet. But if you aren‟t building it today, then you aren‟t winning in five years.”  

Nick Bilton and Nicole Perlroth contributed reporting from San Francisco, and Jenna Wortham from New York. 
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Spend, Spend, Spend. It’s the American Way. 
By ROBERT J. SHILLER 

GRIDLOCK in Congress implies that there won‟t be any collective decision to spend more as a nation to get out of our 

slump. Increases in deficit spending seem unlikely, and so does the balanced-budget stimulus I‟ve been advocating in 

this column. For now, we must pin our hopes for a robust recovery on the willingness of millions of consumers to 

spend substantially more.  

But what really drives consumer spending? Economists are reasonably good at divining how consumers tend to react 

to changes in government policy, but in the absence of such policy, and when the economy is in the doldrums, they 

aren‟t very good at predicting spending shifts.  

A new book, “Beyond Our Means: Why America Spends While the World Saves” (Princeton University Press), offers 

some insights. It was written by Sheldon Garon, a Princeton professor who is not an economist but rather a historian 

with a sociological bent.  

Professor Garon says that our willingness to spend is driven most prominently by our reaction to major events in our 

collective memory, including wars and depressions, and that it also depends on national character, which differs 

across countries and through time. Spending, of course, is shaped by deliberate government policies. Notably, during 

wartime, governments all over the world often start huge public-information campaigns to promote saving.  

The United States, however, is something of an exception. More than any other country, Professor Garon argues, it 

elevates consumer spending to a virtue, sometimes minimizing saving. There is even an idea here that it is patriotic to 

spend, rather than to save.  

For example, in a speech two weeks after the Sept. 11 terrorist attacks, President George W. Bush urged Americans 

not to be cowed: “Get down to Disney World in Florida,” he declared. “Take your families and enjoy life, the way we 

want it to be enjoyed.” Personal consumption expenditures increased sharply in October 2001, and the recession that 

had begun in March of that year came to an abrupt end by November.  

In more recent times, many parallels have been drawn to the Great Depression. Presidents and prime ministers 

worldwide justified their stimulus packages in 2008 and 2009, for example, by saying that if these plans weren‟t put 

in place, we might repeat the economic nightmare of the 1930s. That kind of talk might have been necessary to assure 

support for stimulus, but it certainly hurt confidence.  

And there was another problem. The truth is that stimulus packages never entirely lifted the economy out of the Great 

Depression. In the United States, unemployment didn‟t drop below 12 percent until World War II changed the 

picture.  

In recent months, news that Christmas shopping appeared strong, at least soon after Thanksgiving, was invested with 

great significance. Holiday cheer, it was argued, might provide the needed stimulus. But this is an old story. In every 

Christmas season of the decade-long Great Depression, newspapers described a strong, even frenzied, Christmas 

shopping season.  

Perhaps this offers a lesson in bias. It seems that during such bad times even the most respectable newspapers 

somehow needed to write an upbeat story for the holidays. Confidence-building is part of our culture, and it helps to 

explain confidence swings.  

During the Depression, George Gallup began to compute confidence indexes. But sharp improvements in confidence, 

as reported in 1938 by Gallup‟s American Institute of Public Opinion, did not spell the Depression‟s end. Eventually, 

http://www.nytimes.com/2010/12/26/business/26view.html
http://www.nytimes.com/2010/12/26/business/26view.html
http://press.princeton.edu/titles/9512.html
http://georgewbush-whitehouse.archives.gov/news/releases/2001/09/20010927-1.html
http://www.bea.gov/national/nipaweb/TableView.asp?SelectedTable=79&Freq=Month&FirstYear=2001&LastYear=2001
http://topics.nytimes.com/top/reference/timestopics/subjects/r/recession_and_depression/index.html?inline=nyt-classifier
http://topics.nytimes.com/top/reference/timestopics/subjects/g/great_depression_1930s/index.html?inline=nyt-classifier
http://topics.nytimes.com/top/reference/timestopics/subjects/w/world_war_ii_/index.html?inline=nyt-classifier
http://select.nytimes.com/gst/abstract.html?res=F50F14FB345A157A93C7A91789D85F4C8385F9&scp=1&sq=opinions+forecast+gains+in+business&st=p


consumer demand did come roaring back— after World War II, contrary to economists‟ widespread fears that the 

Depression would resume after the war.  

Professor Garon details an attitude that Americans, more than people in any other country, have usually had about 

spending: we tend to think it‟s O.K. for people to go into debt to buy gadgets or take vacations. According to this view, 

such activity will stimulate everyone‟s imaginations, and ensure a vibrant economy with plenty of fresh enterprises 

and innovations. Americans even tend to think that debt burdens may not be so bad — that people in debt work 

harder to pay it off, again keeping the economic engine humming. We are relatively forgiving of personal 

bankruptcies, too: they provide a fresh start to allow spending all over again.  

IN much of the rest of the world, Professor Garon documents, this approach has traditionally seemed morally 

repugnant — though until the current crisis, many people worldwide were slowly coming around to the American 

view.  

Governments around the globe have long promoted pro-saving — that is, anti-spending — campaigns. Professor 

Garon notes that many of these campaigns flourished during wars, when frugality was a necessity to conserve 

resources. In World War I and World War II, government campaigns left a lasting impression that overspending was 

immoral and unpatriotic, and for most countries the campaigns did not stop when the wars ended.  

The United States had such savings-promotion campaigns during those wars, too, but it gradually ended them 

afterward. By 1966, the United States had suspended its postal savings system — which encouraged savings by 

allowing people to buy certificates of deposit at post offices for as little as a dollar. Many countries still have such 

systems, as part of efforts to make saving seem convenient and patriotic.  

Low consumer confidence during the Depression could have been caused partly by fear of war, many commentators 

said at the time. But it is hard to measure the validity of such claims.  

In any case, fear of war doesn‟t seem the main problem today, despite some unease about possible crises in places like 

Iran and North Korea. In the United States, there is concern about the economic stability of Europe, but barring a 

major collapse there, it is likely to remain a distant worry.  

Patriotism may turn out to be a stronger force here. The killing of Osama bin Laden last year will probably be 

recounted over and over in this year‟s election campaign, which, like many campaigns before it, is certain to be filled 

with patriotic rhetoric. But would a patriotic surge change the mood enough for consumers to take personal risks to 

get on with the American Dream?  

While these kinds of mental and moral factors are very hard for economists to evaluate, they may be all-important for 

the current outlook.  

Robert J. Shiller is professor of economics and finance at Yale. 
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Dear Starbucks: A Penny for Your Thoughts 
By JEFF SOMMER 

 

STRONG coffee gets me out of bed in the morning. I start gulping it at home, and after a train ride into Penn Station I 
usually stop at a Starbucks in Times Square for another jolt.  

On Jan. 3, my first working day of the year, I got a jolt all right. So did hundreds of other Starbucks customers in 
Manhattan.  

Until that morning, a “tall” cup of coffee — 12 ounces of joe — cost less than $2. In that blissful, prelapsarian time, you 
would hand over two $1 bills and get back coffee and some small change — 9 cents, actually, but it seemed 
inconsequential. I usually dropped the coins into the tip jar, not so much out of generosity but selfishness. Why carry 
those annoying coins in my pocket?  

That was so naïve.  

Now Starbucks is making a certain class of New Yorkers count pennies. On Jan. 3, without warning, it set the net 
price of a tall cup of coffee in Manhattan at precisely $2.01, including tax.  

Starbucks menu boards list the new price as $1.85. But when it‟s time to pay, and when local taxes are added to the 
bill, a tall cup of coffee comes to $2.01.  

Libby Schmais, a novelist who works part-time as a researcher at JPMorgan Chase, confronted the new price at the 
cash register of a Starbucks on Park Avenue near 48th Street.  

“I didn‟t have the penny,” she said. The barista reached into the tip jar — into which Ms. Schmais had intended to put 
her change — took out a penny, and put it in the cash register. This also happened to me when I offered the barista an 
extra dollar in Times Square. She wouldn‟t take it, and dipped into her tip jar instead — a practice that would cut the 
baristas‟ income, if it continued.  

Ms. Schmais wasn‟t especially irked by the price increase, which comes to 10 cents for a tall cup. But that orphaned 
penny had her fuming.  

“It‟s the stupidity of it,” she said, “It‟s what I‟d call „the annoyance factor.‟ It‟s ridiculous. Why the extra penny? Who 
has pennies? Didn‟t anyone think this through? Couldn‟t they round down or even up? Why leave it at a penny?”  

When David Turnbull presented two $1 bills for coffee at the Starbucks on Astor Place, he met the same problem. He 
wasn‟t carrying any pennies. “I can‟t believe it,” he said. “Now I need to walk around with pennies? Who could 
possibly think a price of $2.01 makes sense?”  

Ari Melber, a Seattle native who writes for The Nation, was forced to fumble for change at a Starbucks on the Lower 
East Side — and the new price tag also struck him as puzzling.  

“Growing up in Seattle, I feel I know the company well,” he said. “This is a scientific company that studies everything 
it does very carefully. They tend to know what they‟re doing. So I wonder, how could this absurd price happen? Is it 
an oversight, or a really smart, invasive strategy to encourage people to carry change — or maybe shift to plastic?”  

I tried to find out.  

In a cordial telephone conversation, Jim Olson, Starbucks‟ vice president for global corporate communications, said 
the company‟s prices vary from place to place, but for competitive reasons it chooses not to list them. He assured me 
that Starbucks “thinks holistically about prices and about the total value it provides its customers,” and said it 
certainly was aware that it was raising the tall coffee price in Manhattan to $2.01. “It wasn‟t an accident,” he said.  

While he wouldn‟t provide numbers, he said that only a small proportion of customers buy just a tall coffee when they 
visit a Starbucks, and that an even smaller proportion pay in cash.  

“If you bought a coffee and, say, a bagel, you might not notice the price so much,” he said. People who pay with credit 
and debit cards, or with Starbucks prepaid cards or iPhone apps or reward cards are likewise insulated from the 
penny shock. And many popular items — including larger coffees, as well as lattes and Frappuccinos — haven‟t gone 
up in price, he said.  

Moreover, prices didn‟t go up nationwide, only in Starbucks stores in the Northeast and much of the Sun Belt. And as 
it turns out, the $2.01 price for a cup of coffee may not exist anywhere but Manhattan. Mr. Olson wouldn‟t say.  
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Perhaps by design, the company‟s regional pricing resembles a patchwork quilt. Even in the New York metro area, 
where the price of a tall cup of coffee rose 10 cents, the actual price in stores depends on the town or borough in which 
you buy your coffee. With the help of family and friends, I conducted an informal survey. In Brooklyn, the home 
borough of Howard Schultz, the Starbucks founder, a tall cup in Park Slope cost $1.91, with tax. In Great Neck in 
Nassau County and in West Nyack in Rockland County, it cost $1.79, with tax.  

In other words, if you leave Manhattan, you don‟t have to pay $2.01.  

Still, Manhattan is the media capital of the world, and journalists tend to drink strong coffee. Even if the $2.01 price is 
a tempest in a teapot, the one-cent storm was sure to be noticed.  

Reporters are expected to call experts for comment, so I did.  

Andrew M. Barish, an equity analyst at Jefferies & Company in San Francisco, said that from the standpoint of 
corporate earnings, in a volatile environment for commodities like coffee and milk, a modest retail increase like this 
would most likely keep Starbucks right on track. Each day, the company‟s stock seems to be flirting with a new high. 
“They‟re doing a lot of things right,” he said. “Maybe not setting this price at $2.01, but a lot of things.”  

DAN ARIELY, the behavioral economist at Duke University, said that “making people pay in pennies is obviously a 
very annoying thing,” but that people make initial purchasing decisions based on the posted price, not the price at the 
cash register.  

“If the experience at the cash register is annoying enough, it might cause people to make a change,” he said. But that 
may be good for Starbucks if it induces people to buy more expensive items that haven‟t risen in price, or if penny 
shock switches people to using credit cards. “We know that people using credit find it easier to buy more,” he said.  

Furthermore, Professor Ariely said, Starbucks may want to gradually move its prices even higher, “so it may have 
been time for Starbucks to breach the $2 price barrier for a tall coffee and get people thinking differently.”  

Peter E. Rossi, a marketing expert at the University of California, Los Angeles, said the unusual pricing touches on a 
national issue. It “exposes the absurdity of our current currency system, the feeling among many people that we need 
to get rid of the penny,” he said.  

There are, in fact, continuing efforts in Congress to abolish the penny. Mike White, a spokesman for the United States 
Mint, said a penny cost 2.41 cents to produce last year. “Basically,” he said, “it‟s cost more than a penny to make the 
penny since 2006.” Research is under way into cheaper methods.  

So is penny shock more important than the pleasure of sipping a strong cup of coffee?  

Caffeine addiction is a powerful thing. I wrote most of this column while sipping Starbucks coffee, and I‟m counting 
my pennies and saving extra change for the tip jar. For his part, Professor Ariely expected to be in Manhattan this 
weekend.  

“I will be buying a tall coffee at Starbucks myself,” he said. He‟ll go for the full experience and pay cash.  


