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. » , X MICROSOFT INTEROFFICE MEMORANDUM
T0: Debbie Dean, Stewart Konzen, Gordon Letwin, Scott McGregor
Leo Nikora, Steve Rowe, John Sabol, Tandy Trower, Greg Whitten
FROM: Steve Ballmer
DATE: December 10, 1984
SUBJECT: Systemns Retreat Summary
cc Paut Allen, Bill Gates, Jon Shiriey

Attached for your information is a summary of our retrest held on December 1si and 2nd.
Direct any questions you may have to me.
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DOS_and_GWB

Per System Money = units x $/unit - old advances +
new advances

OEM Porecast

FY1982 FY1984
Major Accounts 12.0MM + 3 (Fudge) 7.5
Strategic _6.5 2.5
$21.5MM vs $10.0MM this year

Traditionally 60-65% of systems QEM
50% of total OEM revenue

Compaq
25-30% of non~IBM OEM
160,000 machines/year $14/machine

AT&T, Olivetti, DEC, TT are building up unused advances
{only major customers)
DEC at $2MM AT&T at S$1MM by end fiscal year 1985

How do we make more per system money?

More $/machine

More/copy revenue {(extensions)
Home market

More units

More from IBM

pDumb Terminals

!

Japan
Mostly DOS & GWB
OA = DOS 3 plus Xenix plus Windows SMM
HEC 2MM
NEC 8800 1.2MM
Funny 2.5MM
MsX 2. 5MM
International

Japan : 9800 (Apple II/IBM PC cross)

UK

12,000/month. ~50% have disks

ACT 40K units/year
NT 20K units/year
IBM 42K units/year

France : Bull 12K units/year

Goupil 12K units/year
Matron 4K units/year Apple MSC 00871880
IBM 42K units/year
BIGHLY
CONFIDENTRAL

Germany: Siemens 30K units/year

Japan

:+ Sanyo 16K units/month exported to US




Technical _Trends

Markets

Handheld: 8 bit $399
8 bit $799
16 bit $1400 (if it exists)
no disk
18 bit $1500 = $2000
disk

Bome Market: UK Sinclair, Acorn, Commodore (10%
others)
Japan: Not big. Nintendo, PC~6000
MSX (300K units)
US: Atari, Commodore, Color
Computer, Jr, Apple II

Next generation home: 68K Sinclair QL
Atari
Commodore Amiga (S700)

Key: Shared images, live animation
500K units MS8X in US in 1985.

Qffice Markets

Display Devices
High resolution 640 x 350 minimum
LCD likely
Monochrome $60
Color $250

Memory
All 256K chips - 512K standard
386 will have - 1 meg memory standard
Megabit chips

Networks
50-60% networked ~ $200/connection

Performance
6 - 10 market 286
386 is four times faster

1/0
3.5" disk standard with vertical recording
1 meg storage
571881
Voice MSC 00
Maybe HIGHLY
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Design.Points

< 10% penetration - ignore
> 80% penetration - assume
10 - 80 opticnal

Next Generation
512K COptional Mouse
286 Optional Wet
EGA Card Optional Ceolor

0S must evolve
Greater structure in file system
Data dictionary, DCA/DIA

DRI
Strong in special deals, IBM Austin,
Motorola, Atari, ATsT
$53MM in sales (larger than M5?}

Businesses
MS-DOS MS wins
XENIX MS wins
Languages MS wins
Windows -
Multitasking DRI Ahead
8 bit -
Hek
We make money by selling one redirector/net card
Goal: $2MM per vear
Eey. Businegses

Goal

BASIC and DOS non~IBM

BASIC and DOS IBM

Windows (problems keyboard, Topview, VDI,
standalone?)

XENIX

MSX

Retail Languages

Deliver $55M in sales for next two years
60% pre-tax

MSC 00671882
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MSC 00671854
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IMPORTANT MARKET TRENDS '85

o COMPATIBILITY WITH IBM

- H.P., T.I., DEC, NCR, SPERRY, TANDY, OTHERS
- HNOT WANG, WHO ELSE?

o RETATL DISTRIBUTION OPPORTUNITY GONE  on~ (:a\, —]\f
- DEC, T.I., COLUMBIA DATA, ITT, ATT(?), MOST CLONES I <3-%’Eiéjvf'
-~ NO NEW PLAYERS WILL GET IN CES G;a\ fg:ff537ra
”\\LL“ o VOLUME CORPORATE BUYS IN ‘85
(FortUne SOG vk

OE + SPERRY, NCR, ITT, BURROUGHS, HONEYWELL, ATT(?), DG(?) -_Eb}
& - CDC, PRIME, DG(2?), COMPAQ(?) ’)
NN —— SEEQUA, CORONA, COLUMBIA DATA, MOST MICRO CLONES

o 0S "EXTENSIONS" BATTLE

-~ NETWORKS V8. A CAST OF THOUSANDS
- WINDOWS VS. TOPVIEW VS. GEM VS. 17

o  MULTIUSER SYSTEMS

~ NET AND XENIX/UNIX }\) '
C-\/ Wl Wi,
o DOS SHAKEQUT WILL CONTINUE AND GET WORSE

- COLUMBIA DATA, SEEQUA, CORONA(?), T?L.%VIDEO(") s
N3, VECTOR GRAPHIC, ETC.
~ SURVIVORS WILL MAKE MUCH SMALLER COMMITMENTS

(1) 12/1/84 JH
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IMPORTANT MARKET TRENDS (MORE)

o XENIX STARTUPS WILL GROW FOR 286 AND 386 W WF”" F'DQ‘”@

- SPECTRA, EIC.

o VAR CHANNEL WILL GROW IN IMPORTANCE
- MULTIUSER APPS o \D
NGirES
~ NETWORK APPS L‘"—“\%

o WILL THERE BE ANY NON-EMBEDDED APPLICATIONS FOR NON-INTEL

CHIPS? WHAT WILL HAPPEN TO ZILOG AND NATIONAL?

c Mu

e\ §LLK°/’/S

(z) 12/1/84 JH

0 U0 05 BT
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WINNERS IN 'B5

COMPAQ 15,000 u/mo. Retail Only Selid {if anybody)
T.I. Retail/Direct Solid
H.P. Direct Solid
DEC Direct Solid (?)
WANG () Direct (7)
ZENITH Direct Solid
TANDY Direct Solid
DATA GENERAL Direct/Retail Solid
SPERRY Direct Solid
AT&T Retail/Direct Solid
BURROUGHS Direct Solid
NCR Direct Solid

LOSERS IN 'S5

40,000 u/mo.

TELEVIDEO (What will they do?)

%1& ot S’D/ODO Mwu\g/mﬂb
Apte]

COLUMBIA DATA (Going nowhere)
KAYPRO (Management)

EAGLE (Already gone)

ITT (Corporate arrogance only)
HONEYWELL ¢{DOA)

DATAPOINT

PRIME (DOA)

SEEQUA

XEROX

MANY NO-NAMES

(3)

12/1/84 JH
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MS~DOS ISSUES

BATITLE IS OVER FOR 05 - WE WON
- WINDOWS V5. GEM - WE HAVE NOT WON

~ ISV PROGRAM IS KEY
-‘-__-"_—“_“—

HMULTITASKING DOS

-~ SOLID SCHEDULE COMMITMENT NOW

NETWORKS )LE\\\ Y, \;_g_ | Cm:gﬁj‘:_ 3:!1-{ ..a&.‘h
~ XENIX IS BEST LEVERAGE - no; NT \étj 1o “Q}(

BUNDLING /PRICING

CHARGE MUCH MORE FOR DOS - 2, 3 X
— LESS FOR BASIC

BUNDLE DOS/BASIC/WINDOWS/NET (7)

STQP FAMILY PRICING, GET SEPARATE COMMITMENTS PER PRODUCT

ACCELERATE 1ST YEAR QUARTERLY PAYMENTS OR 1 YEAR UP-FRONT

- SCHEDULE IMPACT ? le’hdluglcl\ N

- GREAT PRICING OPPORTUNITY!! _DOS, WIN ut awj

———

MAYRBE WE SHOULD SKIF MT-DOS AND GO FOR DOS 5.0

ROLL QVER FLAT FEES, WATCH INSTALLED BASE

(4) 12/1/84 JH
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WINNERS/LOSERS IN '85

o TOO SOON TO CALL - LET'S PICK FROM ATTACHED LIST

3 /)

150,000 YNITS IN '85

EY ‘PAYERS

- ALTOS (+) lLJDaD
- AT&T ()

- SPERRY (+)

- SPECTRA (?)

- DURANGO (~)

- NCR (+)

~ TANDY {+)

SEE ATTACHED LIST

(5>

12/1/84

JH
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XENIX ISSUES

o IF THIS IS KEY REVEMNUE FOR MS, WHY ARE WE WORKING WITH AT&T?
-~ (OMFs

o  LANGUAGES ARE CRITICAL ANB-EATE—~"
= BASIC AND COBOL
-~ DEBUGGING TOOLS (SOURCE LEVEL)

o RETARGETABLE COMPILERS WILL HELP KILL OTHER PORTS OF UNIX
o CHARACTER WINDOWS PRODUCTS MAY BE BETTER THAN MS-WIN STRATEGY:
TECHNOLOGY NOT THERE, 386 BETTER TIMING. (IF I WAS DRIy I
WOULD ATTACK MS HERE!) (. 6/3?5 @\/
o GRAPHICS MODE APPS MARKET UNCLEAR 756(/\ I 0
~ CHARACTER MODE BETTER SHORT TERM ('85-'86) 7

o XENIX NET IS5 KEY TO STANDARD FOR DOS TOO.

o VERY FEW NON-COMPATIBLES WILL EMERGE

- SELL ALL PACKAGED GOODS [A) ,\ao
RNZORAS

o TRAINING, TRAINING, TRAINING. '
LMM

\Lﬁ \,Jl,\g;lmou.ﬁ XE’,VQ})CH
= L 50

(6) 12/1/84 JH
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rosoft Confidential

Altos
ATS&T-I8
Burroughs
Compaq

CompuFiro
Computane
Convergent
Corona

Dai sy

Data General
Datapoint

DEC

Durango

Eagle

Erikson

Fortune

Fuijitsu

Gould

Honevwall

HF

IEM

IBM Japan

Intel

I1sC

ITT

MAD

Micro Fiwve
Mitsubishi

NCR

NEEC

Nixdorf
Morthern Telcom
Olivetti

NSH

FPhoenis

Frime

Raiw
Recognition Equip.
Rolm

8TD

Seikosha
Spectra

Sperry
Eritek

FE&
Safari ©
planning
planning
286
CC3-mP

?

AZT
Maestro
planning
planning
Rnbw 125

Foppy

7
planning
3

wniknown
?

Vulecan
Viceroy
PC-AT
unknown
284/310
FPirnnacle
planning
unknown
S 4000
unknown
Pretzel
ur known
planning
plamnning
?

7
various
planning
wnkENowm
7
planning
PC—-286
planning

unknown
unknown

PLANNED 80285 MACHINES

Annouwn
Date

21835
02es

0384
2434

a3as
';,i

B335
G484

25
585
QI8
€8s
c1a4

0285

185
&285
Q2BsS
FrE8S

)

0494

—mhrbkrarpn—-——-E40%

@285
el

ce

P

Account Made
Manager Switch
anthonyw NO
eterb theirs E
mi keg

anthonyw
lindab NO
raseke NO
billbr

chrisu ?
lindab NO
mi keg 7
billb+

bobgr ?
anthonyw MO
chrisu

carls

glenha

ascii 7
billbr

dalech ?
bobar ?
stevesn YES
stevesn YES
Jjonda MO
lindab ?
glenha

glenha ?
roseke N
ascii ?
billhbr 2
ascii 7
carls

carls

chrisu

glenha

roseke MEY
bi)llbr
anthonyw nEQ
anthonyw
steveg

none NOD
astevey
dutech————— HE -
mi keg ?
ieffl

Page 2
ME-DOS XEMNIX
2 2
MO YES
MULATE 85YS V

DOS B-146 NO

C5-D0s ¢
YES YES
MTOS~36 MO
YES YES
? ?
YES YES
? YES
YES ?
YES HF-UX
YES YES
YES YES
RMX YES
YES NO
YES YES
ND YES
YES YES
YES YES
7 ?
? i
Canc S¥5 V¥
NO NO
M mem e e ¥ES
YES YES
MSC 00871893
HIGHLY
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:ro}aft'Confjdential

OEM

Tandem
Tandon
Tandy
Taleviden
Telax
TI
Tomcat
Mictor
Visual
Wang
Xeroxy
Zenith
Zentec

Announce

planning

planning

Excalibur
I200-AT

planning

unknown

PLANNED 802856 MACHINES

Account Mode
Manager

billbr
chrisu

Jjoev

glenha
dalech

gregg I
asgii ?
glenha

jeffl MO
paulbo ?
anthonyw
jeftfl 7
steveg

Switch

Page 3
M5-b0S
? 7
YES YES
? ?
NO YES
NO NO
YES YES
MSC 00671884
HIGHLY
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