
PLAINTIFF’S

Productivity Applications Mission, FY95-97
DRAFT, 2/2/94

Executive Summary
Microsoft h~ gained the lead in productivity applications with superior prc~lucts, e~ly exploitation of" Windows
and the Mncintosh, leadership in the office suite category, a~d the missteps of DOS leaders Lotus and Word.Perfect.
Both, however, have rebounded .fi’om these early errors a~d are now shipping competitive products. Lotus is
particularly strong thanks to their creation of Smart,Suite through acquisition and their competitive advantage in
workgroup applications with Lotu~ Notes. Borland and WordPerfect are trying to catch up with Ek~rland Oftime 2.0.
Our application,~ compare favorably today and have considerable momentum ~nd market sha~e ~ 70+% of the suite
category a~d -50% shaze of W’mdows word processing, spreadsheet, presentation graphics, and project management
-- but the market increasingly viers the alternatives as ncar-substiPates. This, plus increasing price competitition
thr~at~ to permanently damage the business.                                                                            "

O~ar mission is to develop the most successful desktop productivity tools irt the world, marketed both as suites
and sta~clalone applications. Our market share goal is 80% for office suites and 60% for ~,pps, including
spr~l.d’~ word proce~g, presentation graphk~, ~ ~ pmje~ management. Achieving th~se goaLs
hinges on our ability to sustain product d~v¢lopmcm mo~c~tum, l~�~ag¢ other Micrnsol~ as.sets (rag. pss), and
cr~t¢ irmov~iv¢ mark~i,n$ tpp~>act~ts to i~ct~as~ dill’exudation vi.s-~-vis Lotus ~d Bodand/Wo~dP~-f’ect..~t
the same time, we have aggressive intm’nal goals for reducing costs, particularly cost of goods sold,
doctrmentadon ~nd localization costs, and increasing dc’vel~lcnnent and marketin~ efficiency.

S2.SB in ~, reasonab~ r~ve~e target for FY1997. The ma#ket for productivity applications is maturin¢, but
growth will not come to a screeching halt, and the m’muity opportunity from our installed bas~ will continue to
increa~. Even with moderate growth in major markets, nanowing of th= upli~’t between European and North
Am~’ic~z~ prices, and pric~ detexioradoa due te competition and mix chang~ we cax~ continue to grow this
business.

Outlin~cl below is a hlgh-level view bf the market today, the competition, and the product and marketin¢
sl~,tegie:s ne~:de~ to continue to grow the bu.sines.s profitably.

Business Model
Steve’s FY95 business plannhag memo projected Desk-top Applications Division to be $ I.$B in FY97 bas~xl on
2.3M coml:~titiveJvea~ion up&rad~ ~ $100, 3M O1.~ce competitive/v~sion upgrades (~ S150, 2M standalone
products at $200, and 2.4M n~w Ol~r.~ ~ $300.

Foreca~in& 3 yean out is an inexact ssis~e. Th¢~ are ~ow, h varisbl¢s in this antis for psges of scen~ios.
Summarized l>=low for your �onsidnrado~ is m -It=a.nad,~ S2.EB FY97 view of’the l:~laop Applications
Division based on r~sonable ~amptkms about matkct growth, pricing pre~ures, chanSes in th~ license mix,
cha~ges in mad~ sluw=, and our ability to up.Me our iustalMd base. TI~ following takes a ~d-line approach
based on the =dstin~ busiest,
re.tsonable, if’not a bit �onm-v~ive.
revenue I>u license o1.Office $’247 v~sus $300, single lpp v~sion upgrade rave~ue ot’$73 versus $ !00). On
the other ha~l, the �ombin,,t~on o1’mor¢ ag&r~sdve cat¢~ori’ growth and hi&her upg, xade percentage contr~utr.s
to the $1B dlfT~c~
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HIGHLY

Oesktop Applications FY97 Proiection

~’~ ~o,~ [ ~7 v~omae~ ..... l

Off~lewU~ 2.584) $3~ l g~5 5.~5 ~% $2(7 -3~

~ ~U~ ~3 $ ~39 $ 75 Z.~9 ~% $ 1~ -~% $ 2~ 239%
~r~pl’~U~ 2.3~ $ 8g $ 2!0 6,~ 178% $ 73
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We project ~he average price ~r Win Office i~cense to decline a~ul 30% over ~ree.ye~ ~o $247. ~is is
~sli~tty ~aster than wi~ the 10%drop ($393 to ~340) ~om FY92-9~.

Division:
Revenue ~r umt declin~ ~ in~mational pnc~ scale to a 1.1 upti~ we ~nd to competitive price
p~sure ove~ll, and lower priced SKUs (OEM, A~emi¢, and ~lect) fig~ I~ger ~ ~e m~.
FPP (~0 to $380) ~d CUP($2~ to ~20) revenue ~ ~it d~l~ on ~m~tifve p~ssure ~d incr~e
~ licem¢ m~.

¯ For~m~ O~ r~ 7~/, of Word ~d ~¢�1 ~iu by ~97.
¯ O~ A~d~i¢ ~d S�1~ m~ ~� ~afi~lly due to n~w O~¢e a~d~i¢ SKU ~d cont~ued emph~is

¯ A~demi¢ single ~p m~ ~ ~ ~ move to O~.
¯ OEM app m~ ~s~ (co~tive~) ~ c~tive p~mre ~ ~ ~el ~ndnu~, e~ially ou~ide ~e

US,

Version Upgrade Business
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Market Share

Worldwide Market Share

(YVindo~)
1

FYE2 FY~ FY~4 FY97

Discussion:
¯ Office share Ixe~th down over the period due to improved Lotuz prodnct and ~S focus. Th~ also

assumes that Notes momentum ~ our share position, and the~e is some downsid~ rLsk that share could
drop be,tow 70~ level ifw~ .c~n~t s~m ~e dde.

¯ Worldwide standalone applk~o~.~ ~sre s’~bilize at 55%.
¯ 2qet eff¢~ oa desktop app~ sha~ L~ ~ positive because of market shift W oi~ce suites where we have

higher absolute share.
¯ Although difficult, significant grow~ pot~tial ~xists through raark~ shar~ gxowth.

OTHER BUSINESS IssuEs
F~lli~g pric~ ov~ th+ ne~t ] ~ ~ ~ m ~ ~ ~ ~ ~ ~ or ~ t~ slow m~
d~o~. C~S~h~’~~~~. ~~Hn~~
A~ ~ ~ n~ ~ ~ a ~ m~ t~ ~i~ ~ ~i~ f~ ~ n~ 3 ~ to

AI~ ~ av~ ~ ~ ~ ~ ~ ~ 25% ov~ ~ ~ 2"~ (~ ~ wod~id~Slgl
to ~142), ~ ~S ~ a ~~ ~ ~ ~ ~ ~e ~ A~ Div~

COGS a~ a ~ of ~ R~enue

No~ ~ 11~ 10.4% 9.6%
Eu~ 8.6% 8.3% 8.1%
fCON (RO~ 11.5% 13.~ IZ6%
Fm ~ 17.1%
o~ s.3% ~.2% 0.s% HS 0078107To~ S.~ ~.6% 9.5% CONFZDENT~AL
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co~s license revenue has basically offset declining prices. COGS in general needs more :~tlendon. The C~S
C~O~ce 3.0 is included ~o hi~hli~h~ ~ po~enlial of~pid accep~ce ofCD Rom dis~ibudon.

Domestic Win O~ce COGS

l
~n O~ce 3.0 ~n O~ce 4,0 ~n O~ce 4.2 Office CD ROM 3.0

~ $15.88 $14.12 $22.95 $3.5/
D~u~na~n $28.74 $23.81 $16.~ $0.00

~er - ~.33 ~.92 ~.92 $2.45

TOTAL ~8.~ - ~2.85 ~.71 $6.02

Headcount
~s~op Applica~ons Division                                                       .

~unt ~y Fun~

Fun~

~e 1~ ~, ~ ~    101 ~    I~l 2B~    ~ ~    ~ ~    210

D~i~:

Rdu=~ in ~ eduction. ~d I~l~t~ ~=~ ~ will clo~ ~ ~=1 y~ at =~t ~0 h~=~.
~ ~S~ *ill ~ = l~ of =~ut ~0 ~=8 ~low pla t¢ = ~d t~ ot =~ut a~t
pl=.

¯ Fu~ ~li~ i~ oth~ ~ou *ill ~ m=tdd ~y md~ ~ i. d=velopmet
pro~ m~gem~t (=p; W95). T~K b ~sum~ to ~ due ~ ~pmv~

Competitive Situation
L~u~. Lom~ b = focraidable �,ompet.ltoc. ~ m a~l~ting m~ ~d N~= (in~uding a ~wing

�~p~y ~g~ 20 milli~ ~ hi~ ~ ~ ~ di~ ~d ~ all~ w~ IBM
~ in~g~ ~g ~ im~ ~ ~ ~ d~bl~ ~ b on ~e u~& ~ will
to ~ Hot~ ~ a ~m~g p~ ~ will intern ~ a~s m~ ~tly us~g ~ ~i~ A~li~ion

Reiweld ~ ~n~ p~ m div~i~ ~e b~in~ wi~ word p~ing ~p~ to �on~e ~ly a ~i~

P~ctivi~ Apps Mi~i~, W95-97 5 Mi~ Con~d~6al
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HIGHLY

* - of revenues by FY97, while he is aggressively shrinkh~g the company to achieve ~eater profimbili~. ~ey
l~unched ~e final rel~ of i~ flagship ~S produce ~d have backed~ff ~om ~e~ ~e sup~n policy,
his[o~lly ~eir most ~]~bl¢ ~eL ~e~ ~allen~¢ ~ ~o quic~y ~me com~tive ~ ~e suite m~ket
~rou~ their alli~ce wi~ Borl~d while ~ow~g ~eir work~oup md cons~er bus~.

BoH~ ~e pri~ ~ne~ade ~ ~e ~d~, Borl~d r~n~ ~o~d ~� su~ss o£ i~ Qua~o ~o
promotion ~ one million new ~ -- ~d qu~ly ~ of.~ ~ ~ ~e comply, I~ ~ou~
layoffs, h~ ~ n~ble m ~uc~g f~ ~ keep a ~b~ of ~W ~ o~. ~e Bor[~d b~dl~
whi~ ~ pd~ ~t p~ wi~ O~ h~ not g~e~

C~& W~ is pr~ o~ pr~i~ s~one apps b~s md ~l~ ~� value pro~s~on ofo~
suit~ CI~ ~ ~on¢ md we~ ~sifi~, I~ ~v~u~ ~w 48% m $1~m ~ ~93, md J~ aw~en~= more

Pr~uct S~t¢~

for O~= ’95 ~ ~
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HIGHLY

12,’~.1 ~s an approac,b ,’o scheduling ,’:;e.~ses chat allows for m~)or ~chit~c~l ~l~ases ~ve~ 24 monks and
compctmver~ie~v~ 12. Sinc~chit~ct~lchang~s m~long~rand ~equ~ntrel~esar~
and hard an Ih~ [¢~, [h~ majori~ o[ th~ d~velopm~n~ r~sourc~ will work o~ ~e 24 mon~ [~l~ase. In
b~, however, up Io 2S% o[ ~b~ ~am w~l d~velop tow~os~, h~gh-visibili~ ~l~s d~si~n~d ~o win
reviews, res~nd to com~tifion, an~ c~ale upg~d¢ r=venu¢. ~ 8oal will ~ to ¢r~te much of the value
of ~hese reties ~rough add-ons, OLE ~e~, ~d ~rough VBA cod~ ~er ~an changing the core .exe.

B~t d~klop ~pli{alions for use In I workgroup. We m~ build ~p~ ~or wo~oup scen~os into
all o£ ~ applicati~. ~y will ~ d~i~ to super muleipl~ backing, including ~ms Notes
o~he~. It is our goal ~o have ~r wo~oup appli~tion sup~ ~ Lo~s.

Be Ihe b~t platform for busin~ soIulions. P~uc~vi~ appii~o~ ~ inc~gfy
of ~mp~y-wide ~lutio~ ~cluding ~lutio~ ~at automate im~nt busin~ pr~e~es. GeEing design
wins for ~e ~lufio~ is ~ impel ~urce of b~e~, ~t mo~ im~tly m~es
~acto choi~ for genii p~u~vi~ ~ ~d v~ di~cult ~ dislMg~ W~ will invest more in ~ u~ of
technologi~ (e.g. VB~ OLE 2.0, OLE consols ~d ~o~ ~PI, ~Ic.) ~at make our appli~lioos ~t
~m~en~ o£ c~ so}utio~ ~ }~4 d~velopm~nl ap~ ~o~
Ie~nologi{s o~n ~k~ long~.

O~ce Fdendly. W~ will li~ pi~ o£ ~e O~ce UI (~d, in ~ ~ O~ ~e) ~o complemen~
ISVs ~d ~ven~llly SPs to build ~ ~end~ f~ily o~ ~pli~fio~ wi~ a c~o~ I~ feel, and
~havior.

O~mo~tio~ us~blll~, ~ a~is~tion ~ in~llat~ ~ckin~ ~t~ ~ppo~g
~y for our ~om~ We cook ~m~ ~s wi~ ~e int~t~ S~p ~d ~-i~ta{l £e~s o�O~ 4.0,
but we ~ve ¯ loo& w~y ~ go to d~ati~ly rMu~ ~om~ ~tioo cos~.

E~pand into ~ g~g~pM~. ~uctivi~ ~ppli~ti6n m~k~t ~ will ~ hi~ ~ new g~g~phies,
including ~e F~ ~ ~em Eu~, ~d ROW. ~velopm~l ~ will
P~ E~ d~elo~ent ~ bring ~e del~ do~ to ~ ~a~ ~d ~¢r~e ~e F~ ~! prMu~ ~ntenL ~1~
~or all I~g~ will ~ ~ducM to }~ ~ 90 da~, while imp~v~ i~ l~li~bili~, development o~
lhird-p~ I~l~fion p~, ~ ~duction in word co~t will r~du~ I~l~tion tim~ ~d co~

~ew produ{~. R~ ~ inte~t~ P~ ~d mail ~lien~ ~d R~u~ Pl~ing Manag~ ~M), a no~
CPM b~M plain& tool, a~ ~o n~ ~ ~bMuled to ~ip in 199~.
included ~ O~e. ~ ~11 a~o ~ sold ~lon~ ~ haw pol~al
p~u~ I~e ~d ~dd u~ide revenue ~1 to ~ plan.

~d I~l~ol ~ ~ ~t ~elopm~/e~ wi~ ~ m~ ~d ~s ~ ~p~y. Our
~oal ~ ~o doubk ~ ~ of~ ~ to 4~ ~ 19~. ~is plus ~v~ in
~ need~ ~ ~ ~e di~ ~ ~� ~ ~ de~& ~ ~ip ~e l~e ~ppli~lio~ ~e will
also ~du~ ~ n~m~ of ~t-b~ ~d on-I~e w~ ~ ~ le~ ~ by 1~.
of out~inl ~ ~ ~p~v~ will ~d~ ~e ~-~ ~d ~on goals.

HS 0078110
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Release Plan
We’ve scheduled two significant releases of Office and i~ comp~nent~ over the next 3 yea.~, as outlined below.

"Office 94 1/2"
we are considering some tactical activity in 1994 to combat Lom_~’ growing ability to lever-age their Notes
~ucc~.~ into Smm’tSuite bu~in~. Key featur~ would be support for Application Field Exchang, and the ability
to ~ve doc~¢nt~ ~nto ¯ Notes d~.al:~se] At
Office timed for Spring Comdex or an add-in.

Office ’9S (Merck 1995)

Themes
¯ Exploit Chicago, EaMS, Notes. Ren
* Mcct COml~:i~v© workgroup challenge
, LeverageA category features -- eve~, feature dcmoable

Desip Goats
¯ ~2 bit version fo~ ChJcaSo and
¯ Po~ia/ty 16 bit v~rsio~ for Chica~o, ~’m ~.1,
¯ NT, R.ISC, ]vLAC O$, and Powe~P~; "xop 10" (possibly oth~} Im’l versions
. 2~% ot" dev©lopmen~ dt’or~ ~do~¢ in pro’ariel with Office ’96)

Compe~itiye AdvanCes
L~de~"ship applic~on of the Chic~o gencz-ation

¯ Be~t inte~3-~ion, co~sisz~.ncT, programmability

Themes
DLscove~ability and ease of’use

¯ $ig;nific~nt cat~y innovstion
¯ Improved p~-f’ormanc~ ~op~-~ion, ill© [/O, memory footprint)
¯ Progrmnm~ilil~ end o.Jstomiz~oa "

¯ Ms� (6~020 + PPC. Sy~ T+ ~ly)

Competitive Artists ot

¯ Be~ supp~ foe’ s~um services and o~he~ t~hnololies
- O~he~ innovative ~ m �~stomer

Marketing Strategy

The �ot~ madt.eting challenge for the next 3 years is to diffe~-~tiate our pt-~duct~ as prm~ct f~wes become less
5ustainable s~tr~s of difges~tiation. This is not to say We will stop trying-marke~ng our products in
~-iditio~t ways ~o ~ cusUnnen i~ the foundation for future marketins efrort~ Howeves, we need to
sda~ to cha~|es ill Ih¢ mllkzt, building new marketing ~s~s ~ s~ le~ tied to individual pmdu~ or                -’ -
ver~ion~ m~ach new ~m~tome~ segments, and exploit new technologies to fight commoditizatio~ gain market

Pmduc~ivit3, Appz M’mio~ FY95-97 8 Microsoft Confidential
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¯ sham, fi~ht price erosion, and :~row ~h~ busin~s. Followin~ b~low ~e key na,.v strategies, t’ocusin~ on new
" custOmer t~r~¢~ and pro~ms to d~velop ~h~m, posifionin~ an~ communication ch~llen~es, and o~r promisin~

/ new ma~etin~ initiatives.

Customer Initiatives

~e ~ccounU will r~ain ~ ~t ~ al~ou~ our m~sage will evolve to ~ more soluuo~-
oriented~ Pr~uctivi~ appli~do~ will in~ing]y be us~ m com~n~n~ b busin~ solutions.
Consi~enl wi~ our p~u~ s~te~, w~ need ~ d~elop ~e in~e (SPs), tool~ ~d programs to
promote o~ pr~uc~ ~ a d=velopm~t p~o~ ~d gel these d~i~ w~s. ~ey ~e an ~ponant source
of r=venu~ ~ di~cull to r=vm= on~ o~ ~d ~11 ~ve de~mition of compmy-wi~ pmdu~ivi~

~ng~ ~ we m~ I~ to ~ ~= b~ ~d ind~ ~ (~= most ~p~t ~o~ influ~d~ls

¯ ~= ~ ov~ 3 millioa OEM Wo~ ~ ~at we cm ~t~ti~ily u~ll to Offi~ ~pli~d0m ~ ~1 of

com~titiw appli~d~ to O~ Prof~ional.

Positioning and Communication
) ~ positioninI mt~lies huv~ emphasize ~-eund t.N= bcs~-of-bree¢t fe.~tures o[" individual products, and more

¯ ~ recently, features of Microsoft Of~me, This continue, but our should ~$=:
MS 00781.1g
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Define" and ow~ the suile category. In the same way lhat Lo~us defined spreadshee~ and WordPerfect
defined word pr~essing. M~cro~off. is the only credible ~omp~y [hal can now de~n~ and own ~he ~ui~
ca~ego~. ~ have a uniqu~ oppo~uni~ wit~ O~ce b~u~ lhe ~uile ca~ego~ i~ ~ill largely undefined
lh~ mind~ of mo~l con~um~. ~re mus~ be a hig~ ~ergy ~d convergence ~veen k~y m~ssage~
~ndalone pr~uct~ and 0~ ~o m~imi~ ~ effectlvene~ of marVeling ~nd]ng.

O~c� ~ ~� required applica~io~ platfo~ for m~y u~ ~d will continue to emph~e iL We have
und¢~ how to bal~c¢ ~ wi~ s~da[o~¢ applicali~ ~at may help us i~ specific user s~ments ~d
ch~ne]s, creat~ op~nid~ for O~ce upg~d~, ~d redr~ sh~ loss a~ainst com~ti~o~’ s[~dalone
pr~uc~.

* £xplott lou¢-termleade~hip. Al~ou~ we have won the majoff~ of p~duct reviews in recent y~ ~d
have domin~t m~lt share, we have not decided ~ctow �ff~ively. Higher awa~s of our
suc~ would ~bute to ~0 ~m~ion ~at Mi~so~ is ~ pref¢~ed b~d and ~f¢ purch~¢.

Eff~ive~ add~ the broader markeh In~inKly, ~ is ~min~ ~m cuslom~ who ~ more
di~cull ~o ~ch ~ough ~di~o~l l~hniq~. O~ ~ido~ ~U~ven influen~ m~el still appli~
but we will n~d to id~fi~ new app~ach~ ~ m~ ~ I~ involved ~. ~e a~n~ of Mi~so~
appli~o~ ~ ~ingly low ~ay.

Use n~ app~ch~ Io ~sitioning ~ go ~d p~ f~ lntelliSense ~d O~ceLinks are
au~p~ m b~d fe~s in a non-v~ion-s~ifi~ ~y. B~d~g Mi~o~ O~e impIi~ ~l~hing a
high~ I~el m~g f~ Mi~ff O~ce to ~cate a l~l-I~ ~ We al~ ne~ to ~ild a m~eting
~;~ ~m o~ ~ su~o~ Mv~ge. ~is m~s co~uni~ng our con ~nd quali~ adv~ge, but
also developing new pm~s ba~ on CB ~s~buti~ M~A ~-L~ and ~cial p~g~ms such a~
~e Mi~ Sup~ Nero,. Finally, we ~ve ~ op~ni~ IO comm~i~le our
commi~l to ~idly exploit Ml~so~ S~ems ~ ~11 ~ o~ inil~tiv~ ~rou~out ~e company.

De~ne the n~ gene~fion of ap~U~tio~ Coming a~c~ in syste~ tcchnolo~ m~ be ~lated to
advan~g~ f~ business ~ge ~d ~ ~d made ~ uniq~ ~ge. J~ ~ we ]~ ~e ~Vmilion of
GUI applications ~d ~o a ~ ex~nt U~b~i~ in ~ p~ �~ti~l fu~ op~niti~ ~ist l~
de~nition ~ ~icago appli~do~ M~ph~ a~li~lim~ pr~uct~iW applicalio~ ~ a d~elo~ent
~lalfo~, ~ t~ls for besin~s ~ au~o~o~ appl~ for sm~l organi~tion~ for venial
~d o~. l~t in our ~ ~ bi~ inve~m~ in maj~t~olog~ adv~�~ We ne~ to do a
ben~ job of ~lllng ~ Mvan~, not j~ ~ le~nologi~ for lech~cal~-~roficienl ~ bul ~
to r~l ~sin~s pmbl~s. ~ ~ done a brilli~t ~ ~ilion~g Nol~ ~ ~e ~lution f~ b~in~
proc~ ~ngin~ng.

Pos~oa Mie~o~ O~ I! t~e "f~at o~~ for aback o~ce~ wor~roup ~lu~o~ ~pile
signi~nt I~ wi~ N~ ~ Sm~uile. ~ni~ ~ to de~e ~ adv~g~ f~ prMu~vi~

su~ f~ k~ ~ ~ ~ik a~ ~l N~ in o~ appli~tio~ we mu~ m~e

Pricing Strategy
We mould seek to rnainlain our current strategy of pricing leadership, commanding a small price pr~nium over
the #2 player, Lotus. A.~ the market leader, inability to maintain this premium should be taken u our failure
across a Ix, old fronl: ixoduet developmenl, marketing, and our value-add strategy..At dlscutsed above, avoiding
commodidzadon and mainulining ~ sham ~ ~easonable price levels is the overriding objective of this plan.

We will add more fiancdonalily and bundle mo~ bits to slow price erosion and strain compefitor~ development
capability. Ken in OlTice ’9S is ¯ good example. It is critical to this strateg3, that we create a strong sense of"
value for" these ~dditiot~l components.

Productivity Apps Mission. FY95-97 l0 Microsofl Confidential
94/02/04 9:35 MS 00~78.~.].3

CONFIDENTTAL

MS0078113



~i the same time, ahhough we should seek: to avoid escalating a price war that would have long-term, negative
effects for aJl playerS, we cannot allow competitive initiatives to gain share through specific channels such as
large accounts or OEM (the threat today). We should use our financial s~’englh to r~spond aggTessively to these
~.~ations.

Other Marketing Strategies
There are a number of other marketing s~-ategies underway or wor~y of considerafion that cut aCTOSS customer
types:

¯ Retail Dlst~’ibuliou. We need to g~ow disb"~bution ot Office, Off~r.~ Profe~siorml (in N. America anyway)
and the iadividua] applications. We ~’~ losing in the retail channel (SUl~rStore and mail-order reseller may
be bench) to Loo~s md WordPerfe~�.

¯ OE5�. Our OEM focus should be on tactical r~sponse to coml~titors, ~s is underw~ in Eucop~ ¢oday, or to
take adv~ma~e of unique channels (e.& Galway). O~" pdmaO’ ~ust ~o this charmN should be comum~
produc¢~ or to work with t~’n to advance new tedmologies.

¯ CO Unlock. The ~ rapid g;row~h of CD ROM drives o’e~tes n~w distn’bution and pac~ging
opportunities. We will be ~d~le to off~ CDs with cocz’ypted v~’~ioas ofou~ produ~s that allow customers to
U’y before bu~n&. ~ will b~ the ac~iag of calling aa 800 number to unloc..k ancf then install desh’ed
produc~ off the CD. AILBab~ is the ~� for internaily-<k’v¢lope.d soEw~re to enable this ~oproach.
CD unloe..k will be a us~f’~l tool to promote tri~l ~s a CD wi~ Mi~so~ appfi~.ior~ could today be given
aw~y by a ¢e~Ller or iacl~ded in ~ OE:M

CD Unlock may also ¢.hang~ the model fo~ pucchasing sofh~. R~ther than huyin~ Ex~l ell at once, th~
customer could l~y ~ to pt~-c..base core ftm~onality md n~ver buy Solver or buy it later. Another
¯ hernatlve is to le~ u.se~ p~arc.has~ add-ons or thh’d-pm-~y p~clucu f~m the CD a la caz’te.

¯ Lcver~l,~g Microsoft On-line r~rcu~uts ~n oppon’unhy to deliver cool add-ons, vertical solutions, d~ta,
specid ~pport, dooarne~t~ion. ~ upg~des, on-llne r~.st~{inl~ as well as dc~&r~ spe~d t’e.a.tu~es in the
produc~ to utiliz~ oleo" services. We can drm’~’ic~lly expand the use of on-llae ~u-vicos to a much less
techn~ca’/ ~ttdienoe by m,~Idng si~u-up, �:ocmc~on, browsing,, ~nd downlo~lin~ vh-tua/ly aulom~uqc from
within ou~ applications.

¯ Pael~gl,,~Jspc~i~liz~l solulln-,~. We need to constantly cv~luat~ the cucre~t Off,�e/Office P~
coni%nu-afion ~ well ~s o~er~ ~ could help diCfe~mfi~ Of~ in d~! .s~mea~ Ve~sionz with
differem work~c~p cornpOae~ ~ad v~lue-~lded, for ~mmpl~ racy be n~c.4~y to combat
for~com~ng v~io@, of Sm~ui~ ~ ~lud~ a No~ client. Th¢ smo,~ u~’~etpla¢~ sees l[tfl¢ need for
PowerPolm ~nd M~iI, ~vilm~| ~ towed ]~md~ I~� Publlsbee md.Acces~ They would Ix~fer a
"build your owff’ Off~ wl~r~ia ~ d~x~ m ~oplk~io~ ~o ~o ~long wi~ Word ~d Exr.¢L A ~l~ted
ide~ i$ to offer a f~mil3, of v~’1~ ~ ~ .for Ofl’~. Ladep~d~t of wheti~r the~’$ a lazy�
standalo~ ~ ~ tfm’S, would ~dd m t~ l~iv~ v~l~¢ of Ofl~ md h¢Ip us m’~e¢ Offir~ at
spe.~ialL~d

¯ Offie~ l~r4e~dly (fisal =am� llxl). Thi~ is a key [ni~i~w d~si~ed to bmad~ ll~e scop¢ reel vls~ility of
M|crosol~ O~e ~d I~ e.re~e ~ ~ndu~-wid~ Offico st~ud for co--inn produc~. We
encour~;in| LSV$ ~o ~ ~ Offico U! �o~vcn~on~ ~nd over time., compon~ts sod tedmo|o~ie, s
Setup, VBA, T~a Comrol, OL~ s~’vers). The/will also be ih~ ~ opportunity to �o=ma,-ke¢ with us and
~fac~ m ’q:~qc~ Fria~dfy" mark on ~¢ir boxes.
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HIGHLY

Key Success Factors
¯ Leverage Mio’osoR a.s.~ets - leadership, system~ and r~ch, parmers, installed base
¯ Add value to O~ce
¯ Listen to our euslomers
¯ innovate in product development and marketing
¯ Lead tier=tuition of new categoric, mnsketing, and bu_~i~e~s models
¯ Building annuity busi~�~,~ Learning how upgrad~
¯ E.xeeut~ efl’ici~tly ntad effectively. Mar~gc costs.
¯ Protect our fi’anchise in large org~m~ation~
¯ Provide relevant Ion,-term dHTeaentiatioa

Issues/Risks/Threats
¯ Prie.~ ~iou (in¢l~diaB volume dizc~tmtx, coneurreat use, category dilution)
¯ Lotus crette, ¯ Ion~--t=m techaolog;y and markelinB sdvtnta~¢ by litfida~ Notes and SmartSttite
¯ Lom~/IBM eelationship
¯ 0S/2 ¢.,ll~-..e~; M~c:i/llc~h decline.
¯ Wordl%rf~et conv~t~ im huge ~nd loyal ~astalled ~
¯ Borimad/Wo~tP~rfect b~aild mo~e:atum for a
¯ ~onti~ued decline ia prc~tuctivity appi~tioa pen~’ation o~ the k~-intor, h. Clar~Work~
¯ W~ ~ai1 to communi~a~ ¯ l~,~ip m~s~age or l~ra~ our lead~’~hip
¯ Fail t~ identify ~d ~ le~erd~p shar~ in emerging growth market~ and ~gment~
¯ Fail to define and dominate key categories
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