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Memorandum
Applications M~kedng Council Minutes - 10/31

I. Board Meeting/Status of Window Applications in the US:

Since Windows has shipped, .Excel has grown by 8~3% and W’mWord by 60% based on sell throughdomestic units. Microsoft is selling.55 .% of all applications for ~W’. m.do.wx or .3 app.h.’cat~oms .~p~Xwth has

Windows sale compared to 1.7 applicanons per Mac sale.. The word claaracter appncanon glo
slowed, but less thin the rate th~ W’m Word has grown. Significant cornperition is expected from
Wordperfect and I_.ow, s while Qu.mm pm has actually gained market share. We need to be aware of
this and articulate our W’m Apps features. (memo #1)

2. Windows Computing:
Windows computing, T3~ will end in December. It has consisted of:
¯W’mdows launch, ¯ Wax line introduction
¯ Two new application announcements ¯ W’m Computing introduction

W̄orkSng models ¯ PST
¯ Road show ¯ T3 in store for W’m Apps_

New plans for the Win computing are:
¯Extension of T3, called T1, Cousin." g of the con.tinuatiop, of the a.b.o.v.e lrrO~., otio_.~

RSP outbotmd, Windows display statton, demo stanons, and a mew a~omon ot ounatmg wm~ao s
and W’m Apps with hardware.

o New Win line ad, for individual product ads with a line ad added at the end. The ad would let
people know we have the best spreadsheet and word processor, then sell the 1Lne idea. The current
ad concept is: ’q’he process of the work you do every day is easier."

¯W~nworld, an industry trade show paid for by the industry and sponsored by Microsoft. This has

¯Windows Discovery Days, a ram1 .tr’pae~ow.patte.m_e~ a~t..er me .,~ppte_~ .t~m.,e~... exp.:; It would
focus on small and medium-sized bu.sinesse~ slaow m 30 ¢me.% a~a cost :ti~.o rrttmon wtm 1.5
mi!lion provided by Microsoft and the balance by ISV’s. lr would involve the softwareAm~ware
ISV’s, but it would probably be difficult to have them contribute the needed mormy.

3. Direct Marketing:

¯Direct Marketing in EBU, ~ will constst ot au metr pronucts, except worr, s. The price will be
the s~mdard SRP with a two week minimum delivery. There will be no price conflict across the
channel

¯WinWord Test. This will be on a small scale, testing price ~asitivity and tlm value of repeat

¯Price structure focusing on Excel, and partially on Word which will be markexed directly for a
lower price. The same Ixice stroctme will apply to the customer as well as to the reseller, but the
Product Manager will decide how many will go to the rese21er.

There is a concern about the ctaannet. At this time Micro~ft does not have the capacity or bandwidth
to be the channel ff we went di.mct. We support the channel. If we started selling mote dlreet we can
put some of the smaller resellet~ out of Ixtsiness. That is not our intent. There is also concern about
price wars when dealing with direct marketing,

4. OEM Pricing:

The new pricing will effect high end applications. (Works is an exception and needs to be tracked by the
Product Manager). Everyone must follow the price schedule. Any deviation from this must be      "
approved by the VP. The price schedule has not been ~et yet, but it would be about 60-65% for
finished goods. This may approach 80% during a Windows launch. All OF_aM pricing will be hard
bundle only. This means that when a CI’U is sold it is sold with the software. A customer can not ask
how much less would the computer be without the softwar~ because it will not be available without
the software. Both reseller~ and OEMs can do hard bundles.
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Sell Thru Data

60.00%60.00%
~ Direct. Rese~er%

50.OO% 50.00%
----=---- % Directs Not reporting40.00% 40.00%

30.00% 30.00%

10.00%,

0.00%    = : -_ : = ~ -- : = ............ 0.00%
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Excel

W’=n Exce~
USSMD Shipments

W~ 3 Ships

"2.1o-> 2.1d"

10-89 ~ 4-9O
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Word for Windows

PC Word 5
Sell-through

W’m 3 Ships
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PowerPoint for Windows

Win Powe~°oint

1oOOO

o
7-89                            10-89                             1-90                             4-90                              7-:90
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Windows Project

s0(x}+                                         W-,n 3 Ships --.

O|     I ! I !     I     I ! I     | I
07-89 I0-~ 01-90 04--90 . 07-90 10-90
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ExceI-USSMD

S40.O00,O00 $5% Plan
~,oo.ooo ¯

130 % 120,ooo,

$1 o,o0o.0oo 4o.ooo -

$o                                      o
FY 90                     FY 91                                                 FY 90                       FY 91

Win Word - USSMD

$30,000,000
! 2.0,000.

$ ~.o.ooo,ooo ~o.ooo.

$o o

FY 90                     FY 91                                                  FY 90                       F-’Y 91
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FY88 FY89 FY90 ~£D FY91 Post Win3

P~net~atJon Calculations
Base: W~ Z~3 US: OEM,upg,runt{me
Cure. Penetration US inc. Office 7.2% 8.2% 12.1% 15.7%

W~n Word 3.4% 5.1%

Win Excel 7.2% 8.2% 8.4% 9.4%

Win Powe,~Point 0-,1% 0.6%

Win Projec~ 0.1% 0.5%

SPA ~rm Apps US Us~g only d~a ava~ble 16.9 % 19.7%
Microsoft ~re of ~N’m a~ps from SPA: 1-89 m 8-90. 55.8% 53~.%

Ba~e: W’~ 2,3 rurrtime, upg
Cure. Penet~don US i~c, Office 36.4% 36.2% 38.9% 42.6%

W’L~ Word 10.9% 13.7%

W’m Excel 36.4% 36.2% 27.2.% 25.3%
Win PowerPoint 0,4% 1.3%
Win P~oject 0.4% 1o5%
SPA Win Apps US 54.4% 53.5%
Microsoft Sh,3re of Win apps MS cumulative lt~’ough 8-90 / SPA 81.3%

Run rate penetration
W’m Word 19.7% " 24.1%

Win Excel 36.4% 36.1% 20.0% 20°0%
Win PowetPoint 0.8% 5,5%
Win Project 0.7% 5.1%
Total Apps I~censes 36.4% 36.1% 41.1 % 54.7%
SPA Win Apps US 74.6% rda
Microsoft Share o f W’m apps 55.1% 55.4%

Ba~e: W’m 2,3 US mn6mes
Cum. Penetration US inc. Office 36.4% 36.2% 45.3% 53.4%

Win Word 12.7% 17.2%
Win Excel 36.4% 36.2% 31.7% 31.7%
Win PowerPoinz 0.5% 1.7%
Win Project 0.4% 1.8%
SPA Win Apps US 63.2% 67.1%

Run rate penel~a6on
Win Word 26.3% 41.0%
Win Excel 36.4% 36.1% 26.8% 33.9%
W~n PowerPoint 1.9% 16.3%
VV~n Projec~ 0.9% 8.7%
-I’otal Al~ps licenses 36.4% 36.1% 55.1% 93.0%
SPA Win Apps US 99.9% n/a

X 583914
CONFIDENTIAL

Mic~oso~ Confidential I 0/2~/~0



FY88 FYS.9 FYg0 YTD FY91 Pos~ W~n3

I~se~ W~=~ 3: upg
Cure. Penetration US inc. Office 104.9% 82~4%

Win Wo~d 29.3% 26.5%

Win Excel 73.4% 49.’0%

Win PowerPoint 1.2.% 2.6%
1 °0% 2.8%

SPA Win Apps US 146.5% 103.5%

Run rate penetration
W’m WoKl 29.3% 24.1% 13.6%

win Excel n/a rda 29.9% 20.0% 11.7%

W{n PowerPoint 1.2% 5.5% 3.2%

W’m Project 1.0% 5.1% 2.9%

Total Apl~s license~ 61.4% 54.7% 31.2%

SPA V~n Apps US 111 °3% n/a 36.0%
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FY88 F-Y89 FY90 YTD FY91 Pos~ Win3

Penetration C~lculatio~s
Base: W’m ~ US: O~,upg~n~e
Cure. P~e~don US inc. O~ 7~% 8.2%. 1~1% 15.7 %

~n Word
3,4% 5.

~n ~cel. 7~% 8.2% 8.4% 9.4%

~n Powe~o~t
¯ 0.1% 0.6%

~m ~oi~ 0~ % 0.5%

SPA ~n Apps US U~ng ~ da~ a~ilable 16.9% 19.7%

Mi~soff share of ~n apps ~m SP~ 1-89 m 8-90. 55.8%

B~e: ~m ~ ~ntim, ~pg
Cure. p~don US ~m O~ 36.4% 36.2% 38.9% 4~6%

~n Word 10.9% 13.7%

~n ~cel 36.4% 36.2% 27.2% 25~%

~n Pow~int
0.4%

~n ~oj~ 0.4% 1.5%

SPA ~n Apps US ~.4% 53.5%

Mi~osoff Share of ~m apps MS ~e ~ough ~90 / SPA 81.3%

Run rate penetralJon
Win Word 19.7% 24.1%

Win Excel 36.4% 36.1% 20.0% 20,0%

Win Po~erPoint 0.8% 5.5%

Win Projec~ 0.7% 5.1

To~al Apps licenses 36.4% 36.1% 41.1% 54,7%

SPA Win Apps US 74.6%

Microsoft Share o f Win apps 55.1% 55.4%

Base: W’m 2,3 US mntirnes
Cum. Penetration US inc. Office 36.4% 36.2% 45.3% 53.4%

Win Wo~d 12.7% 17.2%

Win Excel 36.4% 36.2% 31.7% 31.7%

W’~ PowerPoint 0.5% 1.7%

Win Project 0.4% 1.8%

SPA Win Apps US 63~.% 67.1%

Run rate penetration
Win Word 26.3% 41.0%

W’m Excel 36.4% 36.1% 26.8% 33.9%

Win PowerPoint 1.9% 16.3%

Win Project 0,9% 8.7%

Total Apps licenses 36,4% 36.1% 55.1% 93.0%

SPA Win Apps US 99.9% n/a
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FY88 FYS9 FYgO YTD FY91 Post Win3

Base: t,~-~ 3: up!]
Cure. Ponetr’~don US inc~ Office 104.9% 82.4%

Win Word 29.3% 26.5%

Win Excel 73.4% 49.0%

Win PowerPoint 1.2_% 2_6%

W’m Project 1.0% 2.8%
146o5%    103.5%SPA Win Apps US

Run rate I~enetradon
Win Word 29.3% 24.1% 13.6%

VV’~n Excel n/a rda 29.9% 20.0% 11.7%

W’m PowerPolnt: 1 ..2% 5,5% 3.2%

Win Proiect 1.0% 5.1% 2.9%

Total Apps licenses 61.4% 54.7% 31

SPA Win Apps US 111.3% n/z 36.0%
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