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SUBJICT: Mz Commitsent To Win Againet Hicrosoft

.

While it is cbviovs that Hicrosoft cospetes direccly with our desktep
operaciog ¥ystam and widdlevarae businesses, they slso cowpate with cur
ridrange, sarinframe, and secvices businesses. Let me share with you scms
backgrovnd of Hicrogoft's recent and planned actione:

+

. Microsoft is atteapting to imbed moxe and mors function and "hocks” into
’ the layers batween bardwexe apd operating systeas, operating syttess and
spplications, end betweed applications and user interfaces. By ’
controlling thess interfaces and limiting access to their APls, they can
be first to maxket with key spplications and functions. They fcrce
custoners to wait vatil Microsoft i3 ready to deliver while shutting oct
other I5Vs by making the APIs uneveilgble. Nicrosoft's own customers, and
the rest of the industry, are groving {mpetiant with these tactics.

e Hicrosoft Office and WOSA (Windows Open Systen Architecture) both have
buile-in hooks for {ndustry-specific application development. *his is
designed vo lock industry IsVe into Wicrosoft-only platforms. liicyosoft's
aim iz to own and control all the standards that softwars develupers must
adhers to. Openness to Microsoft mesns that anyone i{s welcome T write t0
Hicrosoft standards. The control of the standards rests with Hicrosoft.

Ig contrast, the open standards approach which IBH and other fmlustry
leaders have adopted, allow each vendor to apply their strength: and
teachnologies to solve cowmon customer problesa. The end rasult: ars
solutions which integrate easily and vork wvell rogether.

e Vorking closely with Intel and Compaq, Microseft is attempting "0 move the
‘dustry sway from "IBY compdtible™ to "Windows compatible” PCa. They are
warking to develop industry standerd hardvere cptimized to Yicrrisoft
s¢frvare. '

; )

Tight coupling of hardvers with Microsoft's opexating systezs will
offoctively linit customers' ability to freely select applicatin and
network softwars. More {mportantly, cuitomers vi11 po louger be able To
capitalizs on their existing PC instsll basa. Their ability to cun their
03/2 applications will be endangered. If customers choose TO mo7e 1O NaW
veleases of applicaticns, they will likely be forced to move to the new
berdudre which will advantage Microsoft solutioas. With NT's sopport for
sHP sod RISC processors, they are obvicusly tlso targeting R6/6700, AS/4Q0Q
and mainfrome servers.

wx TOTAL PAGE.BAL xx

CONFIDENTIRL IEMT a210014358

- ATTORNEYS' EYES ONLY IBM 28883

IBM 7510217190

[ HS=



ngth Amarica Client Executivas I34 COXFIDENTIAL

Page 2
April 19, 1995

¢  They Lave slready openly targated Systes/36 and AS/400 customers as
é&ndidntn for m{gration to the NT platfora. Many of you have tlreedy sean
and hosard of Microsoft's piopoint advertlaing, direct nell campeigns and
scuiners degigned for this purpose, under the guise of "indust ey :
sexinars™, These seninars quickly turn fnto blatanc sales Prosentationsy
where NT is sdvocated ss the sexver platfora which will delives
performance echancements and cogt 54vings. Benchmarking and co;t
coaparisons pProve that thess claias are 1isply not trya. Anotirer thing -
our midrange platforms enjoy more ISV Support than any otharx pletform in
the industry.

*  With ¥indows9S and Microsoft Network, Microsoft Posées 2 threat to our
kdvantis end Global Network businesses. IBH is atriving to criate a )
coumercial opportunity for a vide r ¢ of businasses, providiiig & service
to business and end users. Hicrosofr's plans include dcquisition of key
spplication software and interfaces, in order to be the “gatekieper” or
"toll collector” for consamer and enterprise transactions.

¢ Their BackOffice product provides packaged middlewaze end sarver products
80COApAssing databasse, systens managomant, communications aod sefl
sexvers. It ix priced to take significant merker share Qquickly; and
uinimixe zexver opportunity for IBH.

BackOffice i3 no more than packaging. If you take apart the peckage, (7
CPs with S instells) the individue)l componsnts do not stack up to our own
products that parfors the saxe functions. Ig addition, we offer a stronger
value proposition to onr customers: Hicrosoft BackOffice produzes are
*opported ONLY on Windows NT. Most custosers prefar IBM's open strategy in
vhich ve smupport a veriety of gezvexs, and scalability to the ltrgese
mainframes.

These tactics ave disturbing, not only to us, but to our Ccustomers, too.
Customers tell us svery day that they want and peed products which .ire opan.
Tbey want to choose and intagrate the right sat of products for their
business. They want fnvegtment protection. They went to work with “endors who
understand their entarprise issues, and how to 2pply technology to inake them
»Oore competitive, They want ¢o be told tha txuth about whgt to expuct from a
vendor's products and delivery timetablaes,

Wbat rcust we do?

* Ve« must tell the total IBM srory to our customers; Clients, servers,
bardvars, softvare, and skille, how we can help cthem integrats, implement
and manage eaterprise clisnt/server and diztributed Computing n(eds froa
handhelds vo meinfranes; versus first genaration 32-bit clients, clever
packaging and unproven searver solutions from Microsofe.

* Ve must know, understand snd describe the difference betwean txvly opan
alternatives and proprietary "standerds™.

- Ve wust art{culate our technological loadership with 03/2 Yarp, SOH, DsoM,
DCE, OpenDoc and the antire IBY Cpen Bluepriat.
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* ©Co the desktop, we wust alvays lead with 05/2 Werp. It {3 no longer
acceptable to look the other way while Hicrosoft zalls de3ktop or server
sofrvare in the hopes that our herdware will got "drn;;od” alcog with the
sale. Microsoft doss NOT rocomaend IBH harduare. You aust be proacrive

and engage NT. cespstiticn in your eccounts. Adopt a "no-lose™

policy

#gainst Uicrosoft. Approach every NT situstion as you would a major
competitive threat to your mainfreas, sidrangs, DASD, or netwcrk business.

To belp you, Ralph Martiao and his tesam 2re sstting uwp an "NT Rinrooa".
Through this Vinrcom, you should be able to access 42y and all IBY resources
you reed to win. I will be porsooally reviewing tha top 200 KT ac:ouant

situations to ses how I can help you win.

This subfect commands top prioxity from everyone in JBY Nortk Amerlca, If you
don’t share this view, than plesss call "¢, because I expoct no less frow you.

- R. H. 8Stephenson

RMScaw

€¢: Hr. @. W, Corgen
Hr. R. F. Hartino
Area Genersl Hansgexs
ISU General Hanagers
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