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Microsof~:.s ~pplications.~ and.Systems._Di.vision:._A ~Separation
of Necessity

¯ ~.s.tems.[~iYisiona..:as:..separate..b~sines ses ......... .We ..hay.e_ often...
used the phrase "church and state" to indicate this idea:
.that_while..bo.th..¯groups.,.share....£he ,same.,.cultural_asstu~ptions .......................................................................
and corporate beliefs and certainly engage in a constant
dialog.u~_and interchang~....of, ideas...z..-.._.the...two..~.gro.ups...als0.
have fundamentally different missions. The charter of the
appli=a.tions..group ..is....to._develop. a ..wor idzclass_ family_.of .........................................................................
applications on the major PC platforms: DOS/Windows, OS/2,
~!Id ..the Macintosh ........ The. charter..of....the._systems....gr.oup., is.. ,to ..........................................................
recruit a critical mass of software developers for
DOS~indc~.s...and...OS/.l_to...make..~those...platfcrms_a...s,uccess
This means wooing the support of outside parties, hardware
a~d...s ~ f twar e _.vendors...elike ..and ...worki~g...with. _these_parties.. in
a fair and open manners. These are compatible but not
identical...goals..for...Micmosoft.!s...twa...di.visions

~ne...policy...is...no~..~. legs l../equlrement ,_.mot ..Is_it_self..-. ...................................................................................
proclaimed righteousness on the company’s part, some kind of
altr.uism., with .no.. f urther...motivation..hhan....t~..help._;’ the .............................................................................
industry." Microsoft states, for the record, that this
~mlicy....is...nothing..more ..and..nothing..less....than. .a..~ensihle..and
rational business policy that generates large amounts of
revenue.., for.Microsoft, and...for....okher..companies_.in_the
industry. That is why the policy exists and why it will
con.tinue ......... ft..is, good., s~u/~d,....honest ..business

.The..s.ys.tems__group....could~...i~...£act.,_...succeed by...pro.v±ding
significant advantages to the company’s applications group
~nd .:.e ffec.ti.vely._.", locking._ ~ut !:.....or her._.c~mpehitox s ......... ~hen...hh~
applications group would get all, or most, of a small

bnsinesa..pie,...for., at.least .some ..period .of... time ........ In.. fifteen
years of business, Microsoft has rejected this approach.
X~s..f~ndamental .business .strategy... has ..always.. been,_ and
remmins, the opposite. The company believes it will make
m~/ch, more..money..by, keeping its sys.tems business...open and
growing a mass market -- one that is orders of magnitude
larg.er._hhan .the...w~rld_has known..bef~re_.~._and., having .its
applications group share in this huge pie along with others.

zeco.gnizes +..the+. inherent..trap_..oZ...proprietaxy., solutions
top ietary systems will work for some time, but ultimately

c~stomers .will..desert. them. for...plahfozms_.with ..many....vendors ..................
This has happened repeatedly in the industry, and Microsoft
sees. no.reason to_repeat .the mls.take The most opea
platform in history -- DOS/Windows on Intel hardware, with
hundreds, of .hardware...vendors ..and_thousands._of..software
vendors -- is the result of a conscious business strategy.

l~cause,.it is...the right, thing to._~o,..but, whethez the company
has an easier moral task -- to show enough common sense to
keep executing a pragmatic business philosophy of fairness



.only....~or~...M_icr~seft.. but..ior,,, all companies, selliSg .into, ~ a ....................................................................................
market of more than 60 million customers and risin9 at 12 to
llmilli0n..per....year

Systems Mission and Business Policies

.......................................................................
~ta~e.,.for....o.~., applica~a ~...~d~n~...syst~..~apah~Iti~ ...............................................
fr~ o~er applications v~dors. ~crosoft"s syst~
division...has_a_n~.. ~ .9oa~ ...to.. sup~...~dep~nt ....................................................................
softw~e developers (ISVs) in ~ op~ ~d honest mann~, and

the broadest t~s, the policies are:

o Early ~sclosure of specifica~ons of syst~s code to
.................~j.or.~.ISYs ,..~and..bz~ad..~d~s~nati~ .. of...tec~cal_.data ............................................................

~ the ov~all ISV co,unity as early as practical,
.................. ~s..incl~es...pri~tad...spe~cations,....rel~e...of...e~ly .........................................................

syst~ c~e, and tec~ical revi~ sessions with
.................. ~di~d~...c~ies ....................................................................................................................................................................

~crosoft’s o~ applications division -- on syst~s
.............. specifications ......... Op~ness..~o...~p_ut.. from ..all. Y~s....~ut

furze tec~ic~ dir~ons and new product feat~es.
................ S~h .~p~ .~s.. be~ .sig~ ficant in...~e, d~elopment .of ............................................

features for Windows 3.0, ~ the upping Wind,s 3. I,
.................. ~....O~,.. ,.~ .O~...Tools ,.’. ~d...~ .. W~d~s-h2, .+. ~ng.~.o.~er .....................................................

syst~ softw~e,

.................No. se~t ..~’~ks.’.’._..~...syst~_produc~s ...~. by..~c~soft ..........................................
applic~tlons pr~ucts, * (*f~tnote: Beta versions of

.................syst~., sof~are...oft~ ..contain.. p~v~te .~t~faces..for ...........................................
d~uqging p~oses. ~e ~e also private interfac~

.................~...g~ups..mf.. ~elated. syst~..~es ........ These. ~.nct ....... "
used by applications and oft~ change fr~ ~rsion to

M~.or.. pregr~s..to ,rec~it,....e~ge~ze. and support..ISVs ....................................
These include sev~-al major tec~ical conferences each

.................ye~.,...,d~i~._revi~s....with .~vidual.. compares ~... ~.~h ....................................................................
~ke~ng progr~s of various kinds, ~d ~U ~aining

............... pro.ga~s ..............................................................................................................................................................................

Cust~er p~ss~e -- for ~e syst~s ~ivislon, ~s ~ana

developers cannot make a business case for supposing
~croaof.t..p~tfo~s,...~ither_~ause. ~..market .is t~.. ~ii., ...............................................
or ~eause ~crosoft plays unfa~ly and therefore ~e
busi~ess...ri~,ia toe. great.,_.~.~.~ose..developers .will .........................................................................
des~t ~crosoft platfo~ for the ~ny
alt~~s .av~l~le. =~... ~terna~ves ..~at..~e..lan~is~ng ..................................................
t~ay because developers believe their best oppo~ities
~e.~en..~sofZ..pla~o~ ......... ~crosoft...~ght.~,win.ln..~e ..............................................
sho~ t~, but ~er t~e ~cro~ft platfo~ would be
~d~ed...as...~t one more .closed solu~on ............................................................................................

~d,. because ~cres~ft...is...h~..~e .leading ..sof~are...v~dor.
most cateogories -- including the ~jor areas of word                     M~ 0155497
processing.,, spreadshee~,_.~d .~etwor~n~ .zr a.huge_inst~l~ ..... CONFIDENT~AL~se of o~er people’s custom~s ~ake up the bulk of PC
p~chasers. Consid~ the pressure that major hat,are



manufacturers could bring to bear on Microsoft if they
b~ame.aonvinc~d..that. Microsoft..was ..closing.. its systems ..........................................................
platform and costing them millions of potential customers.

Microsoft’s systems’ division is under constant pressure from
softwa!e...and.,.hardwar~...~emdors...to..b~.., fair,., a~d...under constant ..................................................
scrutiny for any hint that it is not.

Xf...W.e,.[.~e.. fio.t..An...Ad~.antage,....We,..Sur, e..Aze...Lousy, at..Expi~iting ......................................................................
It

If any proof is required that Microsoft has not used its
systems, div.ision, £ot...the. parhicular....~ain .,.of.. Its..applications ............................................................
dlvls~on, a simple reality-check is in order~

o Miczosoft is not the market leader in any of the

Its success has been in the breadth and inte~ratlon of
................. its.line,..not.. ~n domlnation...of..a,, ca.tegory

.o ..............~he_o~l.y,...s.y.s,tem ..f~z.. whick..Micros o ft...~s...t he...dominan.t
supplier is on the Macintosh, where Microsoft does not

.................. supply., the ...underlyin~. systems .software ......................................

.o ............On..,the Mac _and .in...other....other..oareas in. which .Micr~soft .....................................................
is the leader -- notably, major application areas in

........... international ..markets. such..~as..Germany o. and..9~ance.....-_..-,, it
has had nothing to do with systems code but with

............ Microsoft,’. s .~willing~ess ...ta. take...early...riska._when ~other
companies held back, Microsoft de,eloped Ma~

................. applications ...when .~ther.~,gC,.,.v.end~rs_declined,... and
gambled, on international products two years before

.......... ether.. American~gC ,companies...decided...to

Microsoft ..was.. not. the...fixst .~ompany. t~. release major
Windows applicatlons~ [detail on other
companies/produc.ts.] ~..Xn.. factv.., until_. ~ecently. the
general industry view was that Microsoft was lahe in

................ bxingins,..its .own ..products..to Windows

Microsoft. currently .leads ..in. the...Windows., segment .. (about ............................
i0 percent of the overall P~ market and rising) because

...........its~ key .competitors. in...s.preadsheets...and .word-.processlng ...............................
declined to do Windows products despite significant

.............. Micros~f.t..evangelism;...yet .with..both. key~ .ccmpe.titors
promisin~ Windows products in the next year, Microsoft

.......... leadership_in ..these.. =ategoxies, is ..in, no..way...~ua~ anteed

A recent article on Microsoft referred to a "Chinese wall"
hetw~en...Microsoft, systems .and_.applications;,_because..the .................................................
reporter’s phrase was in quotes, some people have assumed
.!!.Chinese.wall" is a.Microso ft...tezT~ ........ The..company. ~has..~not .........................................................................
used it, and would never imply that its systems and
applicationa._.divisions...do_..nmt, communicafie..w±th...each..o~her ....................................................
There is no wall between them. They do have fundamentally
different missions÷., and.Microsoft’, s..,business, str~tegy..is...to ........ MS 0155498
keep them separate. Microsoft’s situation is the opposite ........ C0 £IDENTIAL
of. the ..Great.. Wall. of China .r.-., .instead.sf trying ...to...~eep .............................................
anyone out, Microsoft tries to let everyone in. Every ISV,
including Microsoft’s own applications group, gets to



Se.~ral....differ.enh. ISVs._have..pro~ided code..thah
in a variety of Microsoft systems products; the only
.eonsider.ati~n..is..~ha~.o.£he...ISY..he .willing...to_.let_ the ........................................................... ’
information become public,

If the accusation, then, is. ~hat the Microsoft systems
.4ivisie~...talks~. wtth...the..applicatierm, division..or...~exchanqes
ideas with its personnel, the plea is nolo contendere -- no
.contest ........ Microsoft. has., never, prete~ded_thah.~ the_.hwo. .......................................................................................
divisions never communicated. Obviously, they do. But the
mis sion._.o f ,the,.systems .. divisio~ _is,. to get ..a&.ma~y ...................................................................
applications available on Microsoft platforms at the
earliesh...possible....time,..., andLkhat .missio~..cnmpels.,..the_ systems.. ’ ... ’ ...... . ’ ’
side to talk as often and as earnestly with other ISVs as
possible, .. ~nd ...to provide .,them.. ~ith. early,...design ...........................................................................
specifications, early code, an~ intensive technical support.
.The..systems._ di.vision .. i s...compe h~,g...wi th. ether., maJor....sys.~ems ................................................................
providers -- the Macintosh, various Unix solutions, DOS
.alones,.,on,..,the ,.l~..,.end....-~.._.~nd ..i.t...canno~.,..a£fo~d..,to...wihhhold ............................................................
information from the ISV community. It is business
necessity....that...compels .Micr.os.oft.., ~to...treat..it s...systems ..........................................................................

customers fairly, and nothing else,
.....................................................................................................................

appli cations,...gxoup...and._ othems ..........................................................................................................................................

Xl ........ Stuff..in,...Windo.ws....&..O/.3..1.. or. DS/2.. requested/developed .by ...................................................
other ISVs,

X2. Stuff in Windows 3.0/3.1 or OS/2 f~om corporate
developers


