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Introduction

MS-DOS i3 the most successful PC software product in the history of the industry, with
over 35 million copies shipped by Microsoft’s OEMs since 1981. OEM distribution has
proven to be very successful and profitable, and consequently Microsoft has never had the
peed to sell MS-DOS through the retail channel. OEM distribution of MS-DOS upgrades,
however, has beea another matter. OEMs currently do a very poor job of upgrading their
DOS installed base. Many offer no upgrade programs st 2il, and those that do offer
upgrades do not market these programs aggressively (primarily because they perceive that
DOS upgrades do not leverage additional hardware sales). For example, in the US,, the
three largest PC shippers other thaa IBM - Compaq, Tandy and Zenith - exch ship only
about 4,000 - 6,000 ugits of DOS upgrades per year, 8 penctration rate of less than 1% of
each OEM's DOS installed base.

Based on consistent feedback from user groups, rescllers and corporate sccounts, it has
become clear that there is a significant, existing demand for a general purpose MS-DOS
upgrade product. To meet this market need, Microsoft is introducing the MS-DOS
Upgrade.

The MS-DOS Upgrade is the of ficial Microsoft upgrade to MS-DOS Version 4.1 targected at
current users of MS-DOS versicas 2.11 and greater. The MS-DOS Upgrade will be an
upgrade product oaly - it will require that the user have an existing version of DOS. and
will not be bootable out of the box. It is therefore not & replacemeant for the standard
MS-DOS product provided by OEMs. The MS-DOS Upgrade will support both hard disk
and floppy disk systems.

The MS-DOS Upgrade will be distributed through the retail channel and sold as a “one

size fits all® upgrade product for sll types of IBM-compatible systems that currently sre

running DOS 2.1} or greater. The MS-DOS Upgrade will include & small aumber of

diskettes and a scaled-dows manual set, and 30 will have & very low cost of goods.
rketin 144

The key marketing objectives for the MS-DOS Upgrade src as folfows:

1) Establish Microsoft as the leading supplier of MS-DOS upgrades to general
ecnd users and corporate sccounts

2) Establish a retail presence for MS-DOS and reduce the potentisl sppeal of MS-
DOS clone products in the retail chanael

3) Substantially increase the peactration rate for DOS upgrades over current levels

4) Generate $3.7 million in revenue in FY 90
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Although there is clearly existing demand, creating 8 viable DOS upgrade business will
nevertheless be a challenge. Corporate and ead user custoroers have traditionally been
very apprehensive about upgrading. They need to be assured that the upgrade process
itself will be relatively painless. They also need to be convinced that the upgrade offers
new (catures that are compelling enough to justify the time, trouble and expense
associated with upgrading. Consequently, it is critical that we clearly communicate that
the MS-DOS Upgrade is a safe, B0 risk upgrade for the user. A key component of this
message is that this is the official MS-DOS upgrade product. As such, it offers the quality
agsociated with the Microsoft name and Microsoft support, plus the legitimacy of being
supplied by the company that is the *MS® in "MS-DOS". [a addition, we must slso
effectively communicate that the MS-DOS Upgrade delivers significant benefits to the
end user,

Marketing Summary

Market Opportunity

According to laternational Data Corporation, the total units of DOS shipped worldwide at
the end of 1988 was approximately 30,023,000, In the first six months of 1989, it is

projected that an sdditional 5.5 millioa DOS units shipped, resulting in a total installed
base of 35.5 million as of July 1, 1989 (bascd on MS actuals and estimated IBM shipments).

The estimated breakdown of the DOS instalied base as of 7/1/89 is as follows!:

Total Units % of Total DOS Installcd Base
DOS 1.x 150,000 <1%
DOS 2.x 3,000,000 9%
DOS 3.0 and 3.1 4,000,000 1%
DOS 3.2x 12,000,000 37%
DOS 3.3x 15,800,000 2%
DOS 4.0x 500,000 1%

The numbers suggest that there is 3 huge market opportunity for the MS-DOS Upgrade.
Even a very modest penetration rate for the MS-DOS Upgrade would result in a highly
successful product. A penctration of 1%, for example, would allow MS to realize
approximately $15 million in revenue.

1s.ndooman-wmu-umwom'-ammdbmmm, lon of DOS upgrades, ing
s total base of 35.5 million,
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Positioning

The MS-DOS Upgrade Is the official upgrade to the latest version of MS-DOS that
provides the esseatial capabilites needed for increased productivity with your PC.

Key Support Points:
"the official upgrade to the Iatest version of MS-DOS..."
1) The MS-DOS Upgrade is offered by Microsoft, the creator of MS-DOS

2) This is a safe snd casy upgrade. It includes a bullet-proof installation program,
it supports all IBM-compatible systems and it is backed by Microsolt support

3) Microsoft will continue to of fer this product/service as new versions of MS-DOS
are introduced, so the user will always be upgrading to the latest and greatest
MS-DOS version

*provides the essential capabilities aeeded for Increased productivity...”

1) New utilities (undetete, unformat) increase user productivity by providing easy
recovery of lost data :

2) New utilities and support for large disk partitions increase productivity by
providing useful tools for more cfficient management of large hard disks

3) The MS-DOS Upgrade iacludes a new graphical shell which reduces user time
speat managihg files/dircctories and organizing applications

Target Audience

1a genercal, the target audience is current users of MS-DOS, versions 2,11 snd greater.
Specific target sudiences for the MS-DOS Upgrade include the following:

1) Geaeral Users

The MS-DOS Upgrade offers {eatures and benefits that should appesl to each of the
major end user categories.
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a) Power Users

Feature
Large Disk Partition Support
New Utilities

EMS Support

Improved Expanded Memory
Manager (EMM386.SYY)

Micrasoft Support

b) Iotermediate and Novice Users

Fenture
DOS Shell

New Ulilities

Microsoft Support

Large Disk Support,
EMS Support

Benelt
More cfficient usc of large hard disks

Inaeased productivity by providiag tools for
recovering lost data and managing large
cumbers of directories and files

More efficient use of system resources by
making more memory available lor applications

More functionality and value for 386 the uses - he

will not have to purchase an expeasive 3rd party
product such as Quarterdeck QEMM ar Qualitas
“386-10-the-max”

Increased productivity by providing
faster /better resolution of DOS-celated
questions and problems

Renefit

lncreased productivity by providing easier, more
totuitive way to mansage files/directories and do
“system bousckeeping” chores

Increased produdmtyby provuﬁngeuy to use
tools for recovering lost

Inareased productivity by providing
faster fbetter resolotion of DOS-related
questions and problcms

Optimization of iovestment in existing bardware

2) Corporale Accounts

This is a poteatially significant audieace for the MS-DOS Upgrade. Induded in this
atcgory are all companies with internal MIS departments, whoso users include novice,
intermediate and power users. Many of these accouats have PC's from multiple vendors,
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Most have multiple versions of DOS scattered throughout the company. The benefits that

the MS-DOS Upgrade offers to this audicnce are as follows:

- standardizstion on a singic version of DQS, thereby reducing iaternal

support costs

- @ convenicnt, singlc source for upgrades (the retailer)

- a single discount which most effectively leverages the company’s total

number of PC's when purchasing DOS upgrades

- a single source of support for DOS scross all types of PC’s - Microsoft

- the ability to migrate all end users, regardless of PC manufacturer, to the

curgent version of DOS at once

One of the problems in selling the MS-DOS Upgrade to corporate sccounts is that MIS
departments view operating systcmm upgrades as risky, and would prefer to keep such risks
to & minimum. This could have = potentially scrious impact on the MS-DOS Upgrade, as
DOS 4.01 currently has 8 reputatioa as being a "buggy” product. Howcver, by basing the
product oa 3 new version of MS-DOS - version 4.1 - we should be able to avoid some of
the stigms associated with DOS 4.01. Combined with effective commuanication of the
"safc and casy upgrade” message. this should allow us to address the conceras of corporate

account customers.

3) Small and Medium-Sized Businesses

Like corporate sccounts, this category includes novice, intermediate and power users.
Small businesses may have anywhere from one 10 dozens of PCs, and typically do not
have formmat MIS departments. This is a potentially good msrket for the MS-DOS
Upgrsde, in that it not only bepefits from all of the advantages discussed sbove for
corporate accounts, but is also less characterized by the conservatism of large corporste

accounts towards operating systcm upgrades.

In addition, many companies in this scgmeat either have installed or are considering
installing PC nectworks, and for these companics who curreatly have users runniog DOS
2.x, it will be a requirerent that they upgrade those DOS users so that they can hook up
to the network. This in conjuction with the retail availsbility, pricing sad MS support
should make the MS-DOS Upgrade sttractive to such compaaics.

4) Current “lilegitimate” DOS Users

It is clear that there are & reasonably large number of current DOS users who obtained
their DOS from a questionable source. Thesc users may find it difficult or impossible to
obtain DOS upgrades, and many may be using very old versions of DOS. Ia addition,
these users are currently getting little or so DOS support. The MS-DOS Upgrade will

of fer this group 8 relatively inexpeasive, coavenient way to “legitimize” their DOS, which
offers the increased functionality of the current version over older versions, plus the

ability to get quality DOS support.

MS-DOS Upgrade Marketing Plan
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Pricing
The suggested retail price of the MS-DOS Upgrade will be $79. This will provide:

1) a price point that is consistent with that necessary for an impulse or add-on purchase
2) pricing that is competitive with IBM's (IBM's DOS 4.01 Upgrade SRP is $95)
Distribution

The MS-DOS Upgrade is primarily, il not exclusively, a retail product. Widespread retail
distribution is fundamental 1o the product concept itself. One of the primary reasons that
DOS uscrs are curreatly not upgrading through OEMs is that this is a very ineflicient
channcl for upgrade distridution, and 3o there are no plans curreatly for the MS-DOS
Upgrade to be distributed through OEMs.

Based on early feedback from s fcw key rescliers, there be should be little problem in
gaining widespread retail distribution for the MS-DOS Upgrsade in the US. The key
accounts arc very cnthusiastic, fecl that it will be a potentially high volume product, and
are anxious to carry it.

A possible second channel for the MS-DOS Upgrade would be service companies. TRW,
the largest of these, currently has about 250,000 PCs in the US. under maintenance
contract. Phocnix Techoologies currently distributes upgrades of its ROM BIOS through
TRW, and TRV provides sll end user support for this upgrade to its customers. Initial
discussioas have taken place between MS and Phoenix regarding the possibility of Phoenix
licensing the MS-DOS Upgrade, and buadling it with their ROM BIOS upgrade through
TRW and possibly other service companies as well. This would be a royalty deal in which
Phoenix would manufacture and distribute the product.

The MS-DOS Upgrade could also potentially be distributed through mass merchandise
retsilers. The pervasiveness of DOS (35 million plus users), and the notion that the MS-
DOS Upgrade could be widcly perceived as being the single, of ficial DOS upgrade which
all DOS users will want, suggest that mass merchandisers could become a viable
distribution channel for the MS-DOS Upgrade.
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Program

Programs Summary

Program Budeel
Public Relations $ 55,000
Advertising .$250,000
Product Rollout $ 75,000
Other:
Point of Salec "6-Pack” $ 45,000
Sales Support Materials $ 15,000
Samples $ 25,000
Packaging $ 10000
TOTAL $475,000

Public Relations

Bascd on carly conversations with members of the press, it is expected that announcement
of the MS-DOS Upgrade will be considered very newsworthy. The aews is that MS for
the first time is making MS-DOS upgrades available through retail distribution, and that
the product is based on 8 new version of MS-DOS and includes several significant new
features.

The major objective of public relations will be to capitalize on the ncws value of the
product and gencrate highly visible articles in the trade press. In so doing, public
relations will augment our advertising program and help crcate awareness among the
target sudicnce. To accomplish this, three major activitics are planned:

1) Press tour for long-lcad publications ia late November

2) Press tour for wecklics at time of product anoouncemeant (February)

3) Apnouncement cvent (February)
The vehicle for the announcement cvent has not yct beea selected. It is felt that a large
uscr group meeting might be the sppropriate vehicle. User groups have been highly vocal
about the need for Microsoft to provide an MS-DOS vpgrade product, and so should be
very enthusiasticc. Gencrating end user enthusissm at product announcement is important,
becausc it will add credibility to our claim that this is an important product/service and
that we arc being responsive to our customers in providing it
Advertising

To the cxtent that there is strong, cxisting demand for this product, the role of
advertising will not be to educate or persuade customers as to why this version of
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MS-DOS is better and why they should therefore upgrade. Rather, the objectives of the
advertising program arc t0:

1) Create widespread awarencss that Microsoft is now offering the official MS-DOS
upgrade

2) Inform customers how to purchase the product
3) Communicate the benefits that the product offers

To achieve the above abjectives, there will be a heavy burst of advertising in the PC
trade press (PC Magazine, PC Week, Infoworld) for the first 3 months of product
availability. It is Celt that heavy sdvertising over a 3 month period will better achieve
the objective of creating awarencss than less concentrated advertising over a longer period
of time. Heavy advertising up front should slso nicely complemeant the prominent trade
press coverage that we expect to gencrate, and allow us to schicve significant swareness
levels.

The sdvertiscments will anaounce the availability of the product, and will include a user
call to action to "call for the name of the dealer near you". The primary target for the
sdvertising will be power and intermediate users. A sccondary target is corporate MIS.

Product Rollout
The objectives of this program are to:
1) Maximize distributor and rescllcr awareness
2) Get distributos/rescller commitment to stock the product
3) Convince distributors/resellers to recommend the product to customers

Distributors and resellers have historically expressed a very strong interest in being able
to offer & Microsoft MS-DOS product. Consequently, we belicve that creating awareness
and gainiag commitment to stock the MS-DOS Upgrade shouldn't be extremely difficult.
Trade incentives are not considered a good investment, as distributors/resellers are likely
to stock the product with or without specific incentives. Provided that we effectively
itmplemeat reseller commuaicaticas and ficld communications programs, we should be able
to mect the awarcacss and stocking objectives without a trade inceative (details on these
programs will be included in 2 forthcoming memo).

The third objective - convincing distributors/rescllers to recommeand the product and
generating sell-through - is the most important, and will be the focus of the Product
Rollout Program. While gaining initial chaaacl buy-in should be straightforward, creating
momentum and gencrating scll-through will be a chollenge. Becsuse this is a very low
ticket item, it is expected that RSPs will expead very little effort in selling/
recopmending the product. While the other marketing programs should crcate end user
awareness sad generate some demand, we need to insure that resellers are motivated to
push the product as well. 1t is important that they catch on quickly (o the idea that this
product is very easy to sell, and that they can gencrate signilicant incremental business
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by recommendiag this product as an add-on purchase to alf customers. For these reasons,
a rollout promotion that includes some clement of RSP incentive to crecate “push” - as well
as end user incentive 1o generate additional *pull” - is rcquired. Product Marketing and

Distribution Marketing are currently working on putting this promotion together.

Other

The other marketing prograrms arc focused on providing effective point of sale and dealer
sales support materials to make it casy for reseliers to effectively merchandise the
product. These programs are addressed in detail in the Corpcom Communications Plan.

Support
The MS-DOS Upgrade will be supported through Microsoft Product Support Services, but
it will be supported differently than current MS retail products. A special 900 number
will be established for the MS-DOS Upgrade, and for gencral DOS users. With 900
aumber support, the customer will be charged 8 fixed amount (mast likely $10) for the
phone call. This will allow PSS to cover its costs in supporting the product, aad will also

climinate the need to distinguish whether the caller is an MS-DOS Upgrade customer vs. a
general DOS user (the 900 number allows us to support both).

While we might expect some adverse customer reaction to the 900 number (many
customers are unaccustomed to paying for support), we believe that this should not
become a major problem, for the following rcasons:

1) MS-DOS is today supported by multiple OEMs, many of whom charge the
customer for that support

2) Users of this product are aiready familiar with DOS and should not require
extensive support

3) We have essentially unbundled support for the product to be able to deliver a
great value to the user (rather than building support into the price of
the product and penalizing those who don't need much support, we have opted
for a low, 379 SRP and a more cquitabie *pay as you go® support plan)

Ia positioning the 900 number support, we need to emphasize that the MS-DOS Upgrade is
a very unique product, and requires a unique support mechanism. The 900 number is the

most efficicat means for MS to deliver maximum value to MS-DOS Upgrade customers in

the total product/support package.

For corporate accounts, the MS-DOS Upgrade should create an outstanding opportunity to
scll additional OnLine Plus accounts. Corporations will not want their end users calling
the 900 number, but rather will support these users intcroaily through corporate MIS.
OnLine Plus will provide 8 cost effective way lor corporate MIS to recejve quality,
centralized support for MS-DOS for the first time, which will allow them to more
efficiently support end users. This is far superior and less costly 10 corporate MIS than
the haphazard MS-DOS support that they typically get today from the muitiple OEMs that
they deal with,
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Competition

Curreatly, the only direct competition for DOS upgrades is IBM. [BM offers 2 DOS 4.01
product through retaijl distribution, priced at $95 (compared to $S150 for the standard DOS
4.0} product). IBM bas made no attempt to market this product aggressively, and
essentially of fers it as a convenience 1o its customer base. The IBM DOS 4.01 upgrade can
be special ordered through many retail outlets but is rarely stocked by dealers. Since the
IBM product is higher priced, less functional and not desiganed to support a wide range of
OEM hardware, it is 0ot considered a scrious competitor to the MS-DOS Upgrade.

A potentisily more significant competitor is Digitsl Research, Inc. DRI offers "DR DOS",
& DOS 3.3-level clone which offers some nice utilitics snd enhancements over and sbove
stsadard DOS 3.3. DRI curreatly markets an OEM version of the product and competes
t8iinly on the basis of price. They also offer 8 packaged product version through a
Californis mail order house, 2001 Ssles. So far, DRI has been uasuccessful in gaining
gencral rctail distribution in the US, but they are continuing to pursue this channel,
DRI positions DR DOS as 8 low priced alternative to0 MS-DOS that offers more
functionality thas MS-DOS.

The MS-DOS upgrade offers a number ol advantages over DR DOS. First and {oremost,
MS-DOS is the clearly accepted industry standard, while DR DOS has very little
awarcness, and those who have any swarcness of it perceive it as being non-standard and
thercfore risky. Sccondly, despite DRI's claims, DR DOS is not fully MS-DOS compatible.
Network redirectors offered by IBM, 3 COM and others are incompatible with DR DOS,
as are the MS CD ROM Extensions and CD ROM applications. Thirdly, DRI has long had
a very bad reputation for customer support, so it is very doubtful that they could deliver
support that would be competitive with that offered by MS.

In dealing with the-DR-DOS: throatyit is important that we effectively differentiate our
product from DRI's. A key clemeat of 1his will be to successlully communicate the

"of (lcislness® of the MS-DOS Upgrade. We must clearly distinguish our product as the one
true, universally accepted industry standard. The repeated cmphasis on the of ficial
nature of our product in psckaging, sdvertising, collateral, ctc. should accomplish this.
Qur ability to offer “the real thing® at a great price to customers should minimize the
potential appcal to distributors/resclicrs aad ead users of & retzit DOS clone.

Timine and Availsbility

- -

First Bectas Release 10/6/89
Second Beta Relecase 11/30/89
Final Release to Manufscturing 2/1/90
Ship Date to Distributors and Directs 2/18/%0

//

MS-DOS Upgrade Markeling Plan Page 10

X 51
CONFIDENFIAL

MS-PCA 1154134
CONFIDENTIAL



EY 90 Forecast

Units Revenue
July 0 $0
August 0 $0
September 0 30
October 0 30
November Q S0
December 0 30
January 0 S0
February 35,000 $1.329,965
March 12,000 $ 455988
April 14,000 $ 575,120
May 16,000 $ 607,984
June 18,500 $ 702,982
TOTAL 95,500 $3,672,039
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APPENDIX A: MS-DOS UPGRADE COST OF GOODS

5.25° 360K Dis

Disk Label $0.08
Disk Slecve $0.02
User's Guide $237
Box 30,71
Inner Wrap $0.13
Legal Disk Pack $0.09
Registration Card $0.10
Final Assembly $1.68
Labor &Burden

TOTAL COGS $6.72

$0.28 $3.1%9

3
Disk Label $0.02 k] $0.05
Disk Slecve $0.00 3 $0.01
User's Guide 3$2.37 1 $237
Box 30,71 ) So.N
lancr Wrap $0.13 | $0.13
Legal Disk Pack 30.09 |} $0.09
Registration Card 3$0.10 1 $0.10
Final Assembly 168 $1.68
Labor &Burden
TOTAL COGS 383
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APPENDIX B: NEW FEATURES IN MS-DOS 4.1

New Utilities
- Undclete (for files and directories)
- Unformat
- File Locate
- DOSkey (command linc history and keyboard macro facility)

- Enhanced DIR command (provides enbanced directory sort capabilities)

New DOS Shell

- Visually ideatical to MS-DOS 4.01 shell in graphics mode

Significantly improved ia character mode (over MS-DOS 4.01)

Smaller and faster than MS-DOS 4.01 Shell

Usability improvcments over MS-DOS 4.01 Shell

1

Supports Hercules Graphics

New Expanded Memory Manager (EMM3865YS)
- Significantly Improved Performance (over MS-DOS 4.01 EMM386.SYS)
- Windows/386 Support

- VCPI Support

Busmaster Support
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