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Novell DOS Business Planning
1. Novell DOS business forecast
Estimates for the Novell YOS business were based on esamates from [DC and Garmer showing
DOS shipments shrinking rapidly after Chicago (Windows 4) ships 1 mid 1995. Dismbutors are
aiready beginning to report 2 slow-=down in retai} DOS busmess,
Garmes', among others, are saying shipments of Chicago will ke from 2 year 10 18 months to

ramp up. Howevez, in the retail channel many users who would have upgraded to DOS 6 will go
straight to Chicago if they have capable hardware. The exact perceatage is not known because

Chicago's hardware requucments are still uncartain, bowever esumales from Garmer and IDC’

india:ethnamundlOmﬂlionunitsofChicagowiﬂhavebe:nshippedmmughm:mnﬂand

upgrade channel by the end of 1995,

The steepest falls in DOS shipments will be seen around 1996-1997, when the market is expected

1o level out far 2 short time before nose-diving again in 1998 as Chicago capable PCs pepetratz

the inszalled base further.

Due 1o the lock-out Microsoft bas achieved in the OEM market and the imminent combining of
DOS and Windows in Chicago no significant revenue can be expectad from the OFEM channel.

1994 1995 1996 1697 1998
Revenue (SM) §7.589 $3.233] $1.283 $834 $278]|
Revenue growth -57%d 50% -35% BT
[oerating profit (SM) {$2 688Y (51.863Y {S506) {§702 {S449
Competition
P 1004 Novell Comos? Comot2 | Market totais
roduct Novell DOS 7 MS-DOS€x | PC-DOS8.x
Lusiness rvenus $7.589.000 $400.412.773 | $52.978.227 |} $470.980.000
Market share (S) 1.81% 85.02% 13.37%
postion 3 1 2
nstafted base _3.400.000 140,000.000 | 230.500.000 | 174.000.000
by, Instatied base 1.95% B0.48% 17.59%
Market postion 3 1 2

\May 2, 1994 - Chicago: Market Penetration - M-230- 1065
1Gartner - Worldwide PC Operating System instailed base tables
’mﬁmusedformismpnnmbzsedmomsﬂummmdd.iscussionswithIDC.
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Microsoft enjoy an completely dominant positioa in the market, followed clasely by [BM which
has the advaatage of 1 ‘geauine’ MS-DOS descended kernel, and substanna) marketing and
promotion effors. Novell DOS 7 is in third place with no prospest of becomung number 2 without
a ten-fold increase in sales.

Markat size projection
1994 1998 1964 1997 1998
New marncat growen (3} | ($117.174 000} 1$189.420.000) | r$121.560.0000 | (530.200,000\ | (89800
B, Market growth (8] -20% -39% 4% -30% 50%
Movelt DOS Revenus (8) | $7.589.000 $3.232.500 $1.282.500 3813625 $278.05
% Noved market ($) 141 112% 9.77% _0.72% 0.80%
Toral market size (unts) | _31.488.000 18.358.000 7.500.000 %,080.000 2.000.00
b, Total grawth {units) 4% A% A9% -32% £1%
MNovell market size {units) 210,808 89792 38,628 23.156 7.842
b, Noved market funrs) 0.67% 0.49% 0.48% 0.46% 0.8
Summary
1994 1998 1994 1997 1998
market £3] ($117 174 000) | 1$183.420.000) | (8121580000 | ($50.200.000) } ($69.800.C
Mark: t grawth () -20% A% A% 0% 0%
hiovel £-OS Revenus (5) $7.589.000 $3.232 500 £1.282.500 $833.829 $375.05
" Novell markst () 1.81% 1.12% 0.77% 0.72% 0.80%
ITota) market size {units 31.490.000 18,158,000 7,500.000 5,080,000 2,000.0C
b, Total growth (unts) 5% 42% -53% 32% 1%
Noved market siz8 (unrts) 210.808 89.792 15825 23.158 7.642
B, Novell market (units) 0.67% 0.40% 483 0.46% _0.38%

0.48%
According to all the available data the DOS market has peaked and will decline rapidty
during 1995 after the introduction of Chicago. Much increased competitiveness from
1BM with PC-DOS 6, and Microsoft's agreement with STAC slectronics which allows
them to use STAC comprassion patents adds to the competitive pressures today.
WeexpectunitshipmenuofNoveBDOSdeecﬁne in 1995 in line with shrinkage of the
market Due to the small size of the current business. and the shrinking reveaue opporrumry it will
be difficult to justify the marketing and deveiopment invesunent needed to prevent an ever sieeper
decﬁneinmw.fhcfuuwingubleshmmemukashanwewwdneedm
achieve for a 20% year on year increase in revenues:

revenus 1984 1994 1998 1947 1998 |
Fevanus $7.589.0001 $9.108.3001410.928,1801513,113.752 $15,738.550 :
q.uj 1 s.sad 1132 34.21%4

Strategy
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When considering the correct strategy (© adopt, the objecuves far being in the DOS business:
L Seed the ety level nerworking market by integrating peer-o-peer aerworking.
2 Make it easier to access NetWare by produciog 2 NetWare-ready desktop O.5.

i Make revenue and profits.

By offering the cnly credible altermative to MS-DOS we have aiso impacted Microsoft's abilicy w
ptieeDOSnahighetl:veLniseﬂ'euwﬂld:mmsh' inish once Chicago is avaiiable and Microsoft
become less reliant on DOS revenves
BmofﬁemmﬂmhifwchmmmmininmeDOSmrkﬂkwﬁlbemof
mmmbtkmdﬁnsﬁomhamdamofomupmﬁmwuowhwhw
mymommbuyNetwmorodmNmuprmuuamﬂtofmeircxperimewimNoveu
DOS. This could be determined through customer research, but to give a hypothetical case, if in
1995,linemy2mmmdidso.itwouldmuninanadmm” nal 1,450 units of NetWare
being sold.

The alternative is that Novell transition out of the DOS business, switching to otber meaas to
MW;obje:ﬁvu.whﬂem:lBingthemimmpouibhmmindohgn
Dimiomhzvedmadyukmplxewimmeimaviewmpm:macmDOS
oﬂm;mmmmmMmmmmmijmpn
fmﬂmmddﬂmpommmbmqofﬁum;mmmmw“wof
Novell DOS 7 1o provide for objectives | and 2.

To maximize revenue we ae exploring the possibility of selling the DOS business to cithera
single master OEM or a gumber of geographically dispersed OEMs. The deal would include the
d;huto:hzmos.mwdcuddedvaﬁvem:b.Wehmmyetphcadavﬂueonthe
business, but it would require an initial investment in engineerin ing, and an onguing commitment to
maintenance which wouid have to be factored in.
Noveﬂwmﬁdreuind:erighuoshipﬂoveuDOS‘Iupanofmyo;herNovellpmduct.This
a.mdyincmdalheDOScmhﬁonfriﬁtyofUNDﬂVm
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