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 from nethamm Mon Wiy & 15:43:15 1989

To: billg jeachinzk paulma. pstearn richardf russv steveb
-Subject: Windows, Dos and 0572
Date: Hon May OB 15:37:37 194%

“The aingle weat iapartsnt issue For Win vs 0§72 is the gquaestion of the IBx

Oos/Win aerge - all eise pales in comparison. [ Tthink that we should do it
BUt vith some careful contxols a5 explalined balov.

1.

2.

Vst I would proposae i%:

Do the deal with IBK to bundle Dox and Win I. I baliava that we can se
then on it, and keep the preduct decnt.

Remove 386 features {rom Dox/Win perge. The content of the bos/Hindous
bundle is win 3/206, winus the desktop apps, plus Dos. T halieve that
bundling tha 186 sturf - HVDK, paging - ANY of it, Would ba & potential
fatal mistzke, a3 explained balaw. The protected npode and large aenory
features of Win 1/ 286 wvould vemein — it ix still a hot productk.

Encourage OFM bundle early. The data of the IBX Telsase is APpACSNLLY
96, but'whax ve atould do is arrange that key OfMs like Conpag
effectivaly scart the thing MUCH soaner ~ as soon a5 we hunanly can.
This wvould obvicusly not be sxactly the sane as the IBM stuff - it nigh
Just ba the Win 17234 packaged product taped to x Dox package. I exin
that it la important to get DEMS, or at least Coppaq, to "spritually" g
on_ths bandwagon geon . This is a lever on IHX, and it gats the ball
rolling soonef. Ke night take sone heat Lo InKX at Jetring Compag
bundle ouxr Win 3/286 while we work with thes to integrate 1t with Dasx,
but {t is wall worth jit,

Don’t ship Hin 1/39¢ at all. He vould cancel tha present plans f£or Win
386 ~ it would not ship. The 286 varsion would come out is plannsd. B
lata 90 ~ early 91 we could bundie the 385 varsion with Dos . or do a
specisal thing for Bluegrass, without xilllng 0s5/2.

Windows for the 286, and the homa, 0§/2 i3 for the 326, and the
office. The initial positisning veuld be that o5/2 2.0 13 the 186/486
product and Hindowe is the 286 product. This is sxtrenaly clear to
Feople, and easy to understand. Later, vhan IBNM has its hone machines,
this vould be refined to Windows being the home PC operating environoen
&nd 03/3 tha office environdant. This ix dizcuzzed mors belaw.,

Continue to do technical vork £o pake 0S/2 both good, and positioned as
the nigh end GUT offering. Thic ic beyond the zcope of this memo,
but clearly has to be done,

This qives you the outline. Thera are lots of very ivportant things that
hot included abova, hut thisz it an interasting thing to scarr discussing.
Here i3 my rationsle behind cha points.

1. Do the deal vith IBM to bundie Dos and ¥in 3.
The 2ain challanges hera are to: COMFIRENTIAL
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- convince them irs a geod ides financially, fThis i% probably not '
hard. :

- OQvercome tt_:é'"stnc:qi::" nbjectiuh. and the "neceszity” to part -
2ll of their sturr to [t.

The latter izSue, xs raised by Larry Loucks is the big one. The way

.ta overcame their ohjectiens Is to:

- Emphasize that chis is NOT fundapentally different frow Dos - it
;;sla very lov end offering. The "houe Yersus office™ positidning shoudd
elp here.

» In particular, any plan that they had faor bos STILL WORKS. larry's
point about needing to port il of thalr stuff is bogus, 0S/2 is stil}
he strateyic GUI environment. This is an enhansecent of Dos. Just .
hecauss you add a nsat featurs To Dos does NOT mean that You necessarily
have to support it. This {5 not just playing vith vords - it - is perfect
~alid for IEAM o say that you can only tie in to their distributed SAA
warld tram character mode with Dos/Wihdows.

- Thix is a good way to build interoperability in the user interface
with Do3, give it a sexy new famture, and allow it to ba compatibile wit
A set of eXisiting popular spplicstions. It dosx not change the
fact that Dos is tha fundamental operating systea.

2. Rexove JB6 features from Pok/Win asrge.
The primary points behind this are:

= IY Windews is bundled with Dos, It does not HEED to have this
featurs in order to win. I don’t think that yousll iose & single sale i
you taks it out, with one excaptiqn which it ons wa vant to encourage -
losing & Doz sale to 0S/2.

= It 13 an incredible risk to 03/2 to put a bunch of sexy festures )
into Pox. End users do not need to think very hard to day te decide to
buy Dex - adding this seuff makes it vary hard to juseify taking
the plunge with 05732, -

- ISVs see that there {s little benerit to supporting 05/2 -
supporting only Uos/Windows gets Chem alwost al) of the important
technical features, AND has the huge sales.

- g:'\{:i.ng the 186/386 positioning is VERY important. . This it discussed soc
ow. .

The quastion of liafcing windews functionality is controversial mainly
backuse ve All have an intuitive fealing that somebew its their birthright
ship any featurs thay nanage to lsplement. From a narketing and business
perspactive this iz bogqus ~ reatures belong in one product or another fov
aarket and competitive reaxscns alone. Thare ix no ustification for having
;;fn;pggtf:gr:tutr’ iﬂml . plqinqi irz!: u:q-d Dol/'dindovl product - uﬁt is n
[11] N o any siga g&nt extent vhen conpar -] L
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‘enormous beon of being bundled with Dos. The only thing it does is remave
TeASON To buy 05/2. )

We only have gne shot with something as drazatic as bundling Windows vith
0os - there will be no chances To start over or correct. 1If we pick wrang 3
05/2 suffers it will be too late to do anything about ie.

3. Encourage OB bundle warly.

There are two rsaasons for this - get the Dos/Windows banduagon and
‘revenue rolling sarly, and to provide & stick to beat 1BM with, If
ve can get IBY to announce the Dos/Win mergs sarly, «nd ve have a
packaged product all set to go, wve could get a lot of OEMs started
veary scon. Evan vithout ths IBX snnouncetent ve could prehably do
this with a bunch of hintz and vwinks.

The ®"stick" side of it is as follows - we want thers to be a qualizy
product in the market so that they won’t delsy thae intre of Dos/Win
and they won’t fuck the product up too much. This is discussed more
below.

4. Don‘t ship Win 3/386 at all.

This is an extentlon of point 2 abova, wnich says that ve don‘t ship the g
version in tha intarim. This deprives us of several months of revenue, but
this is a tiny sum conpared to what wa’ll rake in from the Dos/Win bundle.
The negative is all of tha stuff that is listed above - we threaten 08/2, w
confuse ISVS etc. The riszk of this sturff is just too great when you compar
it to the very sm:ll raturm.

The worst problen however i3 that it would make it painfully obvious that «
deliberatly limited Windows. Having 2 full featured W#in 37186 come cut far
: ~ % months, then disappear and have only 285 stuf? bundled vith Das would
ook funny.

If you really care about the missed revenue, conslider that we also would
resove the desktop apps from the product, wAich we could sel} retail.
Although the revenue per cnp¥ iz smaller, the volume on this product is gaj
to ba pretty good onca Dos/Win is shippinrg at the rate of 10 million/year.

5. Windowa ia 288, Q5/2 is for the 385.

I think that it is incresdibly important for pacpla to have & VERY clear

notion of our positioning. The suddle approach works fine with IBM, bhut na

with end users and cthe {Pdustry at large. Defining a zarket niche is a lot

like pieking a horder between countries - the international borders that vo

bast have a rqnzu of npasty mountains in between, next come rivers and the

:grst ars ;rt;t cial lines drawn on tha map. The Sviss have survived on th
T Canturiss,

I think that almost everbody can understand a 286 vs 386 positioning. 8esid
being clear and & high visibility issue, it halps sxplain vhat cur zales
nuzbers wvill bs. Fast 286s ars vary strong rightc now, but nab1; sarious
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.axpects the 286 to last lony tera, oF think that thers is$ no resson to mgve

to the 336, The saxe conceptual picture is what Ve want to push tor Windew
and.05/2 = Windows is a practical near term thing, but QE/2 certsifily is th
futurs, We want I5Vg to think that & aove away Erom 05/2 is 4 nea=-luddite

T move away from 32 bits, paging end the chvicus future. ° .

Nots that this positioning is reinforced whan we Toll out The iB60 verxicn
05/2. ‘Then we change thie uessage Slightly to say thak 0S/2 is the 22 b:c

Ssysten for advanced processors (156, 486, 1860 ...), and Windows i35 <he 16

Hit ayatexm. AN pentionsd ahove, ¥e would pur J8& featuvex, particularly Nvo
‘into Cos/Windows, but not until late 90 or 9. The OFC and lov and -

TIDX oachines helps use the hone versus office argqupent a3 anocher

twist to the basic pesitioning. -

Y t-hink that it iz hard to over estizats the valum of having & clear ard es

‘tQ understand seszage for the mavket. The vague “low and/ high erd™ zessag
doesn’t cut it bacause it requires people €5 understand tha featursy set tToo
Buch « why is one lov end? What are the diffarancas? Of course there are o
many diffarences today, but that {3 FOT the point here = aven Lf thors vare
lots of technical difterences you do NOT vant to have %o Tely on this to

explain the Tesssge. The 2467346 debate on the other hand is videly know,

dus in part to the Doney spent by Intel, AMD and varioUs OEM3 to tour thelr
machines, and because there is lots of coverage in PO sagatinas about this
every uschifie review, Sven people that don’t know what the nymbers mean wil
34é That zo3t COBpUCers have the numbers in their nemaw. ! don’t Xnov the

Technical differences between a Hsrcedas 190 apd a 560, DUt it is & safa be
that the gne with the higher number costs x hall of a lot mors and ix faxte

Ohjactions

Hare I3 py reply to the obvious objections and problems that thic
would rajise:

1. 1I2M would mess up Windows, s$o what gets bundled iz poor quality.

Thia is cervainly possible, buc I think that we are ip an excellent
posltion to cosbat tuiss

~ "Thera i3 not toa wuch time for them fo do the ERExing. Thiz iz one reas

Lo get Windows bundle daals going early, and to xeep the pressucs on th
to not slip the thing.

= The nain thing that they would sarev with is the shall (CUA stuff}. I
belisva That ve can argue the lov end/nOneyY iszuas/market naed/threat th
;I’du do 1t cursalves mnough that they do uasz vith Che core of

ndows.

One vay to cosbat any bad stuff in the shell Iz to put {(and/or thaatmning
to put) & good snall” in the desktop apps retall package.

= Another graat thraat is to yse CoBpag and sthers as 3 lever to keep thes
from sgrawing around too such. Thars oncs vas a tias vhen Conpag and
others vantad IXACTLY what (3N had, even if it wvas Vorse., An intersstin
change in the Jarket i{x that Compaq, and a coulps of otharz to 4 lesser
extent, Ave fealing their cats and wveuld ha interested in taking a stan

CONFIGENTIAL
M 00005735

X0930p4

MS-PCA
CONFID

1168897
ENTIAL




May -8 16:05 198% MAIL Page &

This is Steve's MCA vs EISA exanple. bBun restricred to a much safer tcoi
Like diffarent szhellsx. If IAMY fucked witn Windows too auch, we’'d let
Compaq ship the old shell, or encourage thes Lo pake thelir own. The Chre
at this is the main weapon of course.

I think that the IBM rela=ionship is iopertant enough that it is worth
the pain invelved in gatting them involved,

gne alternative - just having Compaq do it - would be disasteraus. The MCXA
versus EISA kind of debate would e TERRIBLE if it vas directed agains:t £S5/
2. T don’t want Compaqg poking tun of the supposed sdvantages of 05/2 aver
their systea (Windows) the way that they have with MCA. The way wWe have
alloved the features te converga this would be a BIG nistake - —:o0ple would
conclude that 05/2 was a bag of hot alr., We just can’t let any strong QEM
have a good reason to attack 05/2 and that is exactly what we would be dzix
if we let Compaq bundla and IBM not.

. The 0S/2 message would get drownad out in the roar of Windows
SUCESS.

This is a serious issvwe. The quastion hinges on vhat matters more <o ISvs
and end usars, - the absolute numbear of Q5/2 sales, ar the relavive screngeh
of 05/2 versus other platfer®s. If ve d¢ tha right pesitioning, I thirk th
this pove will actualgy increase the absoluta numbar of 05/2s% sold in 99, b
relative to DossWindows it will be small.

I think that the key thing %o note hers is that most sericus PC ISVs are
pushing the limits of the hardware today, and vill recognize that they Iust
push for the 386 features - paging teday and 32 bit API tomarrov - ar risk
hot being competitive. They will certainly want to take the 05/2 1.1 versi
of their PM app and port it to Windows, but they can’t JUST 4o that if we a
hard core about making 05/2 compalling 2t every peint In vine. One gocd
Thing about identifying Windows vs 0572 as 186 vs 186 is I5Vs, or any
software person., will be vary hard pressed to say “ves, my 286 app vill bea
any compatitor that is 188 specific”"., That vould be crazy. The Dos/Window
sales numbers will cause pmople to target Windous when thay aight not have
othervise, but the J8& positioning means that people can’t ignogre 0S/2 unle
they only have a low and business.

3. 05/2 will rever catch Dos/Windows, and thus never be a per systa:z
sreduct.

7es, it iz true that for several years ve will not catch the cozbinatior.
Beating them combined iz wuch hardar than doing it separatly - there is
synergy in the combination.

If wa follow the plan above, get 05/2 technically on track, and follow up 2
with a qood fully 32 kit system, than I Think that wve CAN qet 05/2 to

dominate on the JGS0X and 486, and get per system deals restricted to those
processors. Oos/Windows would ba per system on 286 and 3845X. MHote that v
do NOT have to baat Windows across the board = just have s strong niche. A
12 bic agp: bacoma popular we will ride the coattails of ths 186 hardware a

eventually doRinate. : CONFIDENTIAL
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tncidentally, one goed thing about the (869 machina is that 05/2 will start
off lifa as a per 3ystez deal. That vill be the main copdition on having
peolpe use our nardware plans (phrased appropriatly far legal reasons).

Benafits
The good points of this approach are:
~ The MONEY! This obviously will give tremendous systens revenue.

- It also should give great apps revenue - this is something like a
5X~10¥% increass in the total number of platforms on Wwhich we can sell ou
apps. Our sucess may not be coppletaly linear in the macket $izs,
but it sure helps.

Those two are huge and obvious wins, and are the sain rsason to do this. T
scrategic side is:

- Hany I5Vs who would have follovsd up their P spp with a UNIX
version will now focus on Windows! This iz going to soak up a lot or
bandwidth for PC industry ISvVs, vhich is 2 good thing for us.

- A3 long as Dos/Windows and 05/2 have some technical diffsrences
vhich are-signifigant to end users, strength in the low end will drive
both ISVs and users towards 0S5/2.

— We put a bullet in the head of our would be competitors on Dos
Lika DRI, Desgview, dos axtanders atc.

- Qur apps division gets & tremendous axcunt of pover, which is
indirectly helpful to 0§/2 1f ve channal it properly (getting 32 bic
versions early ete).

Hone of thege strategic factors would be worth a damn if we killed
05/2 in the process. ©On the other hand, if ve can position Dos/
Hindows as described above ve can aveld killing 05/2 and still reap
tle things above asz benefits.

Hathan
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