
EXHIBIT tComes v. Microsoft

Erik Stevenson

F~)m: Pete Higgil~
To: l~d(e Maple~
Sul~ect: M~n ~
Date: W~, Fe~ 02. 19~ 6:55~

Here’s the eedy morning version of the Mission Doc fo( produc~ivity apps. You should ignore the
executive summary cuz it just plan wrong and can ignore the product strategy section if yo~ want. I don’t
think it’s too con~ro~versial. If you’re looking f(x t~in<js to do, t~ough, s quick review of the marketing
strategy section would be appreciated, sections on OEM and pricing could be ¢ont~’ove, sial, and maybe
others.

thx, Pete
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Productivity Applications Mission, FY95-97
DRAFT, 2/2194

Executi~,e. Summary                ,+,
Our mi.~ioo is to develop the-most successful dcsk~p i~h~tivky toeLs in the wodd~ marke*.~-d b0~h
im~gt’atcd s’uit~x~md standalone applications. O~r share goal is g0% fo~ ot~Jc~ suit~:~ ~.nd 60% tot"
i~c|uding r~ word l~OCcssing, ~tadon gr~i¢~ da~bas¢, mad prujec~ managcmcnL For
FY97, m~ revenue target is ~ md ou~ profit targetS£~;. Weh~ve agave internal goals for r~ducing
c.o~ts and incx~ing efficiencie~ .F.A-xcrnally, we wiU maximize the poteatiai of o~r inst~lled bas~ while
expioi~g new markets in s~nallm-orgaMzafio~$ ~ overseas. In so~e o~’thes¢ maxket~ our
have sWongcr awing.heSS and dism’burlon ~han we do, ~nd we will continue to ~dap¢ ~d innov-a~ with our

Microsoft h~ gained the ~ in pro<~ctivity applicadona wh:h ~ ~ ¢ady exploitation of
W’mdows ~nd the Macintosh. lca~hn’ship in the office s~ah~ r...~egory, ~nd the missteps of I:WDS leaders Lotus
¯nd Wo~lPerfcct. Both, however, hzvr rcbotmd~ from ~ ~ u-~urs ~ad ~x~ now
comp~itive prodm:~. ~ is pa~ic’t, fia:rty str~g thank~ to th~"k c~tion of Sma,-~ui~ ~l~-o~gh acqu~si~on
end t~ek co~pe~iv~ ~lva~ge in Workgro~u ~q~plicado~s ~ Lotus No~ aad cc:M~u’L
BorlandP,Vo~lPc~’cct ~ tP/ing to cash-up with B<Ma~d (:hCfic~ 2.0. ~ app|icadons compare favorably
today ~d have consid~J-~ble momentum and mark~ share -- O~ce has 70+% ofd~ sa~te caIegory -- b~
~h¢ market inc~-~aslngly ~ the ~h~mafiv~ ~s n~’-~ubstitut~s. This plu~ Lnc~easing ~ compedth:~

Market Situation
The l~xh)ctiv~7 application~ sc~n~ is d~e larg~t oo� i~ the indus~D, and at Micsoso~ but is also
mo~ ma£ure. It will b~ abou~ ~2B fcr Mi~o~o~ in FY94 ~d SX:~ for the induslTy. [Re:~ of s~ctiou b ¯
serl~s of chart.~ w~th short di~4:u~sion tbe concisely exp[aia ke7 tr~nd~.|

Business Model
Revenue objectives moving fofwa.rd
COGS
Factors I~ will impact COGS
Supp~
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WordPerfa~ The time,ha~ n~c~x I~en ~ to ~:ize~ ~~’~ ~i~ ~ch~’. ~w. CEO~Ad "

¯ ~ of ~ by ~97, while he ~ a~ly ~k~g (!~ ~yoff~ J~u~, 1~) ~e ~m~y

~k wo~p ~ ~ b~

~d~d bundle, whi~ ~ pried ~ ~ ~ ~c~ ~
offer ~e only ~ ~ ~ n~ I~ ~ a ~g~ ~

al~a~ even to ~ ~i ~ H~ ~ ~ ~ M~ phe~

Pr~uct

Fo~ on Offi~ fi~ ~t ~nttnue ~ ~afion.
¯ � b~ ~ ~ ~ ~ of ~m~ti~ ~ f~ M~o~ ~ v~ h~o~ly

~ ~ O~e 4.0. ~ ~ of f~ w~[ ~de
dis~vr~i~), ~ ~ ~i~, ~o~ ~ ~e a~l~ ~d
prefabS. We ~ ~t~ ~e O~e ~UnR

O~, ~d ~ ~e m~ a~ive s~o for O~

Add value ~ O~. We ~ll ~ue ~ ~ ~
~w~ ~ MOM ~ t g~ ~xmple of Ev~

o~#~ ~e ~ f~ O~ W5 ~ ~d
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lvl~cintosh, no ~cw pl,~/on~s ~ contemplated- O~ su~ cv~ !o
~l~t ~c~d p~ ~ ~:p~ is ¯ ~k ~ ~is p~

2.0 sup~ ~d ~e ~1~ ~~ eff~ ~ p~ovi~
n~ m ~ce ~ ~m~r ~1" fe~ to ~ ~ ~L

We wi~ ~v~ m~ h ~ ~ of ~olo#~ (~ ~ OLE Z0,

¯ ~ d~ktop app~o~ for ~e ~ a wo~up. We mint buiM
~to all of ~e ~i~ ~ ~11 ~ d~i~ ~ ~p~ multiple
No~ ~d ~. It ~ ~ g~l to have ~a~r w~p ~licat~ su~

mon~ while ~g ~m~tifive ~1~ ev~ 12. SM~ ~~ ~g~ ~ l~g~ ~d
~qu~t ~1~ ~ ine~c~ ~ h~ ~ ~e ~ ~e ~

~e goal will ~ to ~te mu~ of ~e ~ue o~ ~ ~1~
~ou~ VBA c~ n~ by ~#ng ~e c~ .~e.

¯ O~ Friendly. We wi~ lic~ pi~ o£ ~e ~ce ~ (~ ~ ~e ~, O~e ~�) to
c~pl~en~ ISVs ~d ev~ S~ to build ~ e~d~ f~ of ~li~ ~ a common
IDoL ~L ~d b~avior.

Expand Into a~ g~phl~. ~v~ applic~ m~
geo~phies, ~g ~e F~ ~ ~ E~ ~d ROW. Develo~t
r~s~ili~ for F~ ~ ~ve~nt m ~g ~ delta do~

~bili~, d~io~ of ~k~ ~d~ ~ ~ ~u~ h w~ ~t will

~ t~ls ~d ~ ~ n~ to ad~ ~ di~l~ ~d ~
~� applic~ Vmally, we ~11 ~ ~� n~ of ~t-~ and on-lhe
5~ by 1995. ~ plm M~ ~e ofou~mg ~d p~ ~p~vem~ will
~e md ~i~ g~.

:
Release PI~
We’ve sch~ul~ ~o si~t n1~ of O~ge ~ i~ ~ena ov~ ~e ~ 3 y¢~, ~ o~
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~ili~ to ~ve d~ ~to t ~t~ ~. ~t ~ ~ we
".01" ~l~e of O~e ~ for Sprig ~d~ ~ ~ ~-~

O~ce "95 ~arch I99~

* M~ ~ve w~up ch~l~
. Lcv~ed ~g~ f~ ~ ~ f~ ~able

* 32 b~ ~ion f~ ~o ~d ~
- P~ 16 bit v~i~ f~ ~i~ W~ 3. I, O~

2~% ofd~el~ ~ (done ~ ~el ~ Off~

~m~fi~e Advan~

. ~t ~ for wo~up

O~ce ’96 ~h 1996)
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* ~2 bk one, ~ for M~phh.
- All ~
* M~ (68020 + P~ S~ 7~ ~ly)
" O~g~ ~~ 1.0 (~ a~ ~l~S)

Comp~e Aaa~ of Rel~m

B~ s~ f~ ~ ~ic~ md ~ ~o~

~ke~g
~ ~e ~ ~ y~ ~ ~ ~ k~ ~ f~ ~e ~cfi~ ~1~ m~e~g

~d wi~ OW~ ~pecMll~ O~ ~ but ~ to the etd~m

m ~� suite d~ki~, ~d I~ ~g~ by ~lv~. M~ov~. ~11~
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¯ Dll%rentlatlon is obviously part Of’a=y marketing plan. Thenomwotthy point h~r~ is that
dLlTcrct)tialiotx via traditional product-ori~’tted "tms’t of lxecd" mean* i~ getting motx dift~oalt.
Efforts at branding, both It the foam k-vel ("lmelliSeu.~"), OtT~.~ level, and more broadly thrcmgh
programs li~e Of~:e Friendly m’~ ¯l~:m~ca tothlt We’llso need to kverage other MicrosoA
from our PSS sdvantagt to our relatiomhip with Mic~x)solt S~slems to po, itio,, v~;u, comlx~don.

¯ E’tolve ml::ssages alld Itrlll~’gl~ [Or dlffertnt ,,,-flints. Although we exlx~t the ~ productivity
bus;r,e~:~ grov~h to slow: ongo.~g evoh~jo.n md $egmet]lation of the market mu~t b~ ~h’e~ed. We
have ~-cently identified an scum weakness ",Oith ~ organizatioa& a market that Loe~
Wot-dPerfeci are’apl~arently targctting. "[’he SP market sddre~a SMORG$ in part. but
marketing effort on it~ own. The incrtm~ng imptman¢~ of upgra~le bt~incs, to our r~venue

m~r~ it wiJl ~grnent =~d m~re slxcialized a~-tmdmt toward ~o/~egmcnt~ may be an
effectiv~ wry to d~fc,~ttig, te our prvduc~ and gain

¯ Addrt:~ broader market, lt:~:~ts, ingly, growth i~ coming from ctl.~3enc~ who are mo~e dllTK:ult to
reach d~’ough traditional tcchniqu,-t Ore- tr-~dltlonal IEU-driven iniluence model m~i al~lie~ but we
witl need to ki~tlf7 new appeases to ~ thc~ le~ invoh, ed us~’s. The ~twarene~ or"
app|icatiord i~ alarmingty low todd3’.

¯ Adapt to changeJ In technology. ]qumc,~ua change, in technology, from the ~,s’t~ms plaffocm to CD
cLLm~cmtio~ to wid~rcsd us~e of onotine ~�,viccs enabled by cheap b,mdw~tth, rq~-~:nt new
oppocmnff~s to position, mark~, and di.~trt’b,ate productivity appiicmkma. We nccd to be tim lemdct in
exploiting these changc~.

Target Customers
We haw ~ ~ucce:~’ul in the pa~t promoting prx~duct trial among influenciaJ ~d-uscr~ and computer
pr~fe~-io~a~ wbo~ rcr.omme~datior,., ch-~ve purcha.~e by other~. Penetratittg thc~ early ~dopters of
W~dow~ pri~srily in large organization-% f~eled our ca,ly g3~wth a~d enabled us to rMe the rspid
acceptancc of Vv"u~iow~ Our Macintosh sm-¢rtg~h ha~ contributed to s~eng~ in corporate ~ccotmt~
requiring str~ng crus~platform ~pl~t~ We have a[,,o 6~:velop<’d e~ in upgx-~dk.~g m of
competitive product~ to Microso~ applicatiot~.

We v~dll continue our ¢ffo~t~ to market to influential e~d-~ser~ a~3d ne~’d to build on our sxrt’ngth in
corporate acco~mt.~ "I’her* are several addido~i msrket~ to target:

o Carr~nt U~er*: The in, ailed base is ¯ critkal a~set to 6efcnd snd exl>ioit. We mt~t learn how to

iml:~’tantiy, move a gttatcr mmab~" to Of’rice Profe~ionaL Histodcalb,. ~la~ivety U’~� a~tcntioa ha~
gone into under,~:anding the ncod~ of thit segment not" in marketing to tiara. It may, fi3t" example.
mtke tense to build mo~e spccialLzed ttpgrade SKU’$ including differ’era components to better"
t~ the~e peoptc. In 1997. each i% inca’eas~ in rt:~musc rate abo~,e our c~’r*nt 23’/, would year an

Compttitive t~ea’a will r~main an important part of thi~ effort, partioaL~ly in upgrading them from a

¯ The kt.vtaik:d tmy, e of over 3 mit]iea OEM Work~ u~ers mu~-t be k:verage~L Recc-mt te_s~;indicate
WHAT??

¯ Iudtvldttal U~er~ within Small Orgttti2mt|on-~ (smorgs): WoedPm-f’eet and Loetts out.florin us
among organiz~uiorrs with t’~ver tha~ 100 ~’nployee~, but the market repre..~c~ts ~ huge revenue and

Prc, d~:ctiv~ry Apes g|L~mtL Ptt95-97 5 Mict’t3SO~
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s~are ~ for Mic.rosolL We befieve that the "influence model" is still CTUciai for reaching these
customer, bex wc know dmt the traditional model doesn’t quite apply b~.ause smorgs do not employ
da:dlcaled computer prof~s~onals.

¯ C~ber segmenm/veaXicals. Point hcr~ Es that we need to get mor~ soghLst~cat~L We have: targetted
legal and accounting, but need new ~pproaches~

Positioning and Communication
Past pos~ouing ~ralegies have born heavily-miented around the s~’cific 13~t-of-h-eed re¯treeS of
individual prodb’c~ mad mor~ recentty features of MicrosoR Office. ThLs basic activix’y will remain
fundamental ~ of future positioning ~ (as will ass~ such as c~oss-pLuform and oth~s), yet our
communk:al:ion needs to be modified in a numb<a- of wa3~:

¯ We nell t~ more aggre~ively r~deflne pr~luc~ cat©gories. A static posi/iotting framewock is easkn"
to copy or a~’afize, leading to commodltizalioo and pdc.e pt~sm¢, in the past
defined 8a-al:~ica! applications and usabilil), with i>osi1~ve resul~ We have a unique oppommit-y with
Offg~ 4 because the suite category is stir largely und~ned in the minds of most coasame~. In the
same way ileal Lo~ clefm~d sVr~lsh~ets and WordPtrfect defined word pr~ce.~ing, Microso~ can
now define and own offge s~tes. We must continue to cxnnmunica~ our unique ~ sad ¢.ompany
t̄in’vines (IntellLS<m.se, Offic~Linl~ MicrosoR product innovation, no-charge support, etc.) and make

them highly relevant with ~ncl-u~e~. F’u~Lty, we ka~e a very significant sales Mvantage over
whic~ we need to exvIoit as po:,of or" o~" ~up~rio,’kT.

Critical ful’axc oppo~un~ie~ ex~LgI tO lea£1 the d~:finition ot’Chicago applica~ons, Mcml:~ applications,
preductlvity applications as ¯ d~velopme~ platform, as tools for busin~ Wocess automatiou.
applicalions foe small o~ganizations, for vertical rna.,--kets, and others.

¯ We mast expaad our positioning Io i~chtde aoa--preduct or noa--ver~lou-specifie ,,ltribules.
Building ou our product support advantage will c~ale an asset tha~ is less fleeting titan short-lived
f~tm-e advantage. Although some a.~cts of brand~ng of conlrover~ial,.~tabllshing a higher-level
meaning for Mic~soft Office (or ~ attaching "M",crusoft" and i~ meaning to Office) would be: an
impormnl, long-term a.~ct. ~ controversial bur also impot~nl is ~e ne~! to brand and invest in a
smtdl nmnb~r of fcalxLrca/tec.hno]ogics such as lnlel]Lgense. OfficeLiZLkS, Wtsual B~ic, and p~’haps

¯ We r~-ed to dearly e~tablbh our leader’shlp posilion. A]d~ough we have won the majority of producl
review; in recent years and have dominant mm’k~t share, we have not effectively cteclared vic’a3~.
Higher awareness of our long-term s’ue.ce~ wo,Md corm~’b.Re to the: perception th~ Micr~sot~ is the:
preferred brand and safe ptm:hase for the futm~.

¯ i~silion Micrmo/~ Office as the elieat ¯pps foe worl~ronp r.olutioas. Lores Ires ¯ significant
¯ drainage. It w,’li take several years Io nentrali-~ the momennan of Notes and I~e i~r~eprion
Sma~uile is uniquely mired for wodcgnmp co,~4mling.

- Awareness and ratiaf¯ctioa (say what?l FL ~G 008].01-~
O:~tFIDEI~IAL
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Pricing Strateg~

we ~ottld seek to m~ our ~rr~

~ ~~ ~ ~ ~d ~

~ ~ ~ ~ ~ ~ O~ (~ ~ ~y) ~ ~mM ~ ~.

Marketing Initiatives

Over the next 3 ycm~ many of th~ current marketing tctiviri~ will rema~ i~ place flthough evolving
iixiicated above. Additional empha~-is areas or ~ ways to build the busi~,"-m include:

¯ Aao~i~ Bus|ne~. As discussed above, in~ focus on th~ installed b~s~ will generate increased
nell to invest in end-utaa" aff’mity (e.g. Micxusof~ Plus) ~nd to develop grraw.r understanding of tan’rent
users and what it will take to incrr¯se their progensity to upgr~le of buy complementary products and
services on a tx-guLm" basis. "I’be concept of personal,mal~tentm may be an asset in bm’ldi~g this
business.

o Distribution. We need to gxow di.stnbution of Off:ice ~ Off’,~e Profe~siotml (in N. America
anyway) while not losing sight of the ongoing irrtportance of the s--t~ndalo~¢ applications. In the US

¯ OFAM. AIM we’d like to l:m able to leverage our OEM ~rlat~o;x-~:~ to ~II q~pl~ ~ will
generally rcumin ¯ sho~.erm taoJc beca, se tl~ OEM channd is inch ¯ ~ted chan~l and
occasionally cmtflkxs with ~ ctmm~k OEMs will be used t~ rts~ml to competitive inkiatives

¯ C’D U=loctr Tl~ ~ tepid gtow~ of CD ROM drlv~ �~eates new dlstrt~udon and packaging
opporttmMea. W, will be abl~ to offt~ C’Ds with ~ayp~d v~rsior~ of o~ products that
ctast~ners to try befor, buying. Pun:base will be t~e actiag of caIli~g an 800 oumbe, to unlock and
~ ~ d~ired products off ~� CD. Ah’Baba is the ~e fof intt~tmlly-developed softwm’� to
rn~ble this al>ptoach. CD unk~k will be a useful too4 to promote ~i~l ~ a CD with ~R
q~ptic~liO~ coukl IOday be g’iveu ¯way I:r/¯ l~:ller or inc.l~ded in an OEM machine for $ ! .50

CD Unlock may also change ~� model fof ptut:!msh~ soil, ware. Ra~er th.tn buying Excel all" ~
fog" exaznp~., they could p~! a lepta" price and pure:base cote functionality only, choosIng to never
purch~ fmxtionality like ~olvrr of simply defe~-ing the decksioa. A bett~ Mternadve is the user
co~kt choose to ixu’chase add-<m-s 0* thkd-party product~ from the CD on an a ta carte bes~,
gtme~g additional r~venue.

Pzoductivity Apps Minion, F-Y95-97 7 bt~zrosoft Confidential
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We d~oeki aT~e~sively i~mot~ rapid ~oplion of ~ I~Io~.

OW~ as a ~opmeat ~o~. Be~g ~ O~e 4 we ~ ~s~g ~ ~.a

~t h avm~ to aU ~veb~ ~ ~y ~� ~m~ SDK ~ C C~pil~, one ~ ~ ~hble m

O~e F~end~ (Final name tbd~ ~ ~ a key ~i~e d~i~ m ~d~ ~e s~ ~d v~iU~
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