I! Gates
From:
Sent:
To:

Nattan Myhr~cid
Moncay. A~nl24. 1995 810 AM
041 sates

Subject:

FW: Internet strategy

FYI - tee~backfrom Blackbtrd group on my emaf.
Nathan
From: John Shewchuk
To: nathanm: patfer russs
Subject: FW: Internet strategy
Date: Thursday. Apci! 20, ‘1995 7:50AM
very interesting memo - the Blackbird MS ate etfCorpocatefJet ~sue
has been widely discussed or’ the ackbird PM team for some tine and
there ~ a general consensus with the overall tecnnical deection
descrIbed here.
A couple ofObservations
Regarding integration between Oi-1are and Blackbird. BeriS is
unwdling to consider development of an OLE control wrapper for OHare
untIl September. So the plan of record is to enable Blackbird to
corttaTn URLs that will start up the OHare browser in a separate
window. More, generally, BertS is adamantly opposed to any use of OLE.
I-Ic has stated that rather than using OLE. he intends to create a new
lightweight OLE-like interfase based art windows Controls for OMare.
This is highly random and I suspect that when he thinks this through he
may reconsider bus point of ~ew. kowever, in the irtterv~t(makes (
distcijlt to make progress with them. F~nalty.the YB team ~ now also
interesteO in an OLE web control so our combined request may carry more
weight
With regard to others establishing a non-MS WTndows Internet
platform. Th~may oe happeni~gfaster than we think. Already Netscape
and Adobe are defineig a new metatile format in Acrobat. First
Virtual and others are estaOl~hingu.setul payment system, BenS wants
to wort on an OLE replacement and I hear venous rumblings about groups
playing wtJ~creating OpenDoc based-browser (whatever that means), Sun
is placing the kotJaia programming language out there instead ofVE,
OuickTine for lMndows ~ becoming a de facto mtemet movie format
However. Nathan Is correct in that att of these things have to be
patched together now but a player 111cc Netscape might be able to
focus th~effort.
*

We do not have the ISV community on out side. Unfortunately, right
now, the vast ISV community ts focusuIg thee considerable development
resources and e~erliseon this non-MS platform. Byceteasing
Blackbi’~and evangelizing elements lilce OLE we may be able 10 offer
lSVs the cnance to add value to the MS platform. Furthermore. if ten
sharp programmers without an e~stingbusiness wanted to do something
cool with MSN, we would tell them to go develop for the Web because
they do riot appear on the MSN radarscreen. That makes me nervous. We
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would mucti rather havethem develop OLE controls an~use our”Server-Kjt.
- Oracle (or Oracle and Netscape) may be the company to watcl~out for
regarding Inc server kit. I wJt lorward some inlonnation we collected
or, Oracle — they have an e~ensrvecOllection of server side
development tools for the Web ranging from automatic hyperte~link
creation tools to a system that combines Pert, C, anc tfle:r database to

make a Web-server programming environment with components for customer

usage tracking and registration as well as automatic creation of
wec-based interfaces to the database. If I were thinking about
creating a custom Web server with new data types, trial would sound
prettyinteresting...

If we wanted to rrtove forward on this, in addItion to the obv~ousissues
that we have been thinking about such as moving Blackbird objects
across TCP/IP networks, creating a server 50K and so on; there are some
othe technologies that outside Our group that would be very helpful.
In particular, for OLE controls, we probably should be able to
digitally sçn and identify valid vendors arid I still claim that we
need a much stronger notion of identify that can work in a turnkey
manner in a distrtbvled environment, Even better would be a mechanism
for selective!y prov~dthgOS r~htsto an e~cutionenvironment based
on this identity.
-John
From: Pat Ferrel

To: John Shewcliulc
Subject FW Internet strategy
Date: Tuesday. April18, 1995 629PM

From: Nat~artMytirveld
To: ~itIGates: Russell Siegelman~Craig Mundie; Dan Rosen; Pat Fertel;
Paul Martlz Peter Neupert
Subject; Internet strategy
Date: Tuesday, April 18, 1995 6:02PM’
There has been a flury of emaIl about P4etscape and our general Internet

cleveloprnem strategy. This email ~ my conirthution to th~topic.

My assumptions going into this as discussed in my pre~nou~
Internet memo,
are that
internet Standards in the sense of the current publk domain comm(tee
Onven standards are a red hernng and are not a competItive threat One
reason ~ that most of the key people behind the pubIC domain projects are
busy writing business plans so they can cash ii, This is ~ueof the
Netscape team, but also the many other rapidly commenca(~ingservices. The
tic issue to be concerned about is the same issue that we have laced in the
past. proPrietary standards coming from competing software companies.
Netscape is certainly one of the many companies who will try to promote
Ifter propneiary e~tertsions(arid entirely new protocols) on the world.
-

-

Cross platform data only protocols lice HTML are very
Page
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moment. I do not e~eOtthis to continue with triC Samrre degree of emonas’s
Custom prol~Ools.downloaded front end code and platform s~ec4~c
Oevelopment are bound to occur. Some content (particularly trial with lOw
value) w4l~continue si generic, cross platform tools, but a lot of
cor’tpelling things will start to dip into custom code and platform soecific
fea:ures This trend has always occurred in similar attutations in the
past. When you get two competitors making a product, and you have some
platforms trial are more popular than others, then one of the competitors is
going to succumb to the temptation to abandon cross platform approacl15,
lirnr~themselves to tile most popular platform, but be able to do things that
can’t be done in a crass platform manner.
The world of the Internet is rapidly becomtng Windows centric, because
Windows will be tl’ie most popular client operating system by a wide margin.
This is a I eo degree shift from the historical aditicrts of the Internet,
which happened to grow up itt one of the few communIties which is
ptatform-divelse - namely academic computing.
-

e~ectthat there may a lot of common agreement with these points at one
eve, but I have seen a lot of email trial s’nplioitly seems to have a
different set of assumptions, so I wartted to make my assumptions e~licit.
Given this, our natural strategy is to try achieve a number of goals
• Superset Internet protocols and standards with our own value added
e~densions. As platform specific work is done on tile Internet we want it
to be done on our platform. As proprietary technology and protocols are
used, we want them to be ours - in as many broad mainstream areas as is
reasonably possIble. We don’t need to own every protocol in every area, but
we want to be an iniportant player. There certainly is a danger that
Netscape, or another company, could establish enough APts and pt’opnetary
protocol e~ens’onsthat they would wind up owning the “Windows internet
platfonri”. PaulMa is quite correct in comparing this situation to Novell,
which su~essfuIlyestablished a “sub-platforni” (for a set of network
services) within the conte~of our client operating system. This does not
mear that Netscape ne’ds to be a direct competitor - I am optimistic that we
can have a positive relationship with them - but out of the many possible
future directions for them and us, if we are not careful they wIll evolve
toward being a direct competitor in this manner.
The natural way for us to do this supersetting is using our current
technological agenda in PC Computing. This means using mnonickers OLE
objects, Fornis3 forms and every other Wndows technology that is applicable
as pan of the our e~tensionsto the current Internet world. In addition
we also have to look at developing some new things that have no equivalents
in the PC world, such as security and billing, so t is not alt about
reworking erosting stuff.

We need to have technology at both ends of the system to make this work
• i.e. bath front end and server, and have them be very popular.

Again, I don’t think that there is a lot of d~agreementwith this, Here is
the part which is more controversiat,
Qne key technology to accomplish this is Blackbird. One confusing fact ts
that tile term Blackbird” inisludes both front end and server components, as
well as having an authoring environment. Blackbird uses an HTML superset
and is e,’sending (with OLE. Fomts3 and other Windows assets. It also
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includes secunly ar.ti billing.
ldeally. the Blackbird front end would include a great Web browser, and it
would seamlessly litegrate access to servers on the Internet using a plain
vanilla HTML/HTT~as welt as Blackbird serverS. This is our current
strategy, but tactically we are nd there yet. Blackbird technology will
not be generally ava~abIefor a few months after MSN 1,0 snips. So our
current plan has been to integrate the O’hare Web browser, with Blackbird
and the rest of the MSN front end. I view this as step to the fully
integrated front end.
There is a great deal of confusion generated by the fact that Blackbitd is

not something that we currently plan on selling as a standalone toot. In
tile pastweek I have had some conversations with people whO thought that
this means that Blackbird is not an Internet authoring toor and that ft is
“pro pnezary to MSN”.
rye had people telt me that the O’hare people
either are (or should be) working on their Own plan to superset Internet
protocols. I’m not sure that anything is actually happening in this
direction already, but this Sort of duplication is an ENORMOUS danger. We
should be working toward a single integrated front end, which supports ONE
set of e~ensionsto internet protocols.
A diversity of projects in this area is also death to our ISV and P
message. We really need to be consistent, and I am very afraid that we are
going down a path’where we will be anything but consistent
Another confusing ‘issue is how to think of MSN versus various information
services on the lrtterent I regard MSN as yet another Internet service • no
different in principle than any other information service on the internet
It happens tO be one which ALSO can access customers who don’t have access
to the Internet, via X.25. but that is a nL MSN is an internet service.
Given the current slate of the Internet, and given our s~eand resource
level, we are going to bootstrap our Internet service by leapfrogging the
current front end technology and distrbuthig our own front eric. This is
unusual, since most Internet services just accept the constraints ofthe
exsting protocols and software. Given our see, and our software skill
there is no reason to accept these constraints, and in fact every reason for
us to break the mold by doing something really different for the bootstrap.
Over tine (hice willis, 3 months) we will be using more of the Internet
infrastn,icture.
This may seem F&e an odd way to view things, but in fact t is completely
consistent our model and what we have been saying for quite a white flow.
The key things which make this (a valid way to position ourselves are:
We Wilt move to using TCP/IP, and thus wIll benefit from the ever
cheaper connectivity which is a central part of the Internet
-

• We will allow access to any Internet service.
Our position is to superset both in terms oftechnology (with Blackbird
and Windcws-cerltnc e~ensrons)and contenttservice (providing great
browsing. tnde~’rg.nav4gaticnal content)

-

The Front End Strategy

L
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The front en~WhLCh suppor’t.s these ser~esis bast:al(y the untor, of the
Al some point this is very
smoothly integrated, but a: first they are separate pieces of code stuck
together at the eriC user level.

MSI.J frord end wllti BlaCkbird and O’hare.

This front end should be given away as widely as possible, including:
• Put into Windows. I agree with PaulMas comment that we should
distribute the front eric very broadly Dy having ft Windows, at least at some
point down me line.
-

Distributed free on me Internet.

-

Distributed free with MSN.

The front end should have a variety of connectivity options:

Case 1. You’re already ot’ the Internet (I.e. your company has a TI tine
etc.. or you choose to use a Non-MS third party dial up provider), and don’t
want to subscribe to MSN. In this case do not see MSN content, and you do
riot need to pay a monthly fee. In this case the front end is (•m effect)
going to be the greatest Web browser for e~stingInternet protocols. MSN
would have a free home page that advertises MSN. We would also enable some
other free services which use the full Blackbird technology to show people
how cool it is.
Case 2. If you are a case I person with your own way onto the Internet, we
will allow you to subscribe to MSN very cheaply, Ideally this is priced so
as not to a bamerso that most people will go ahead and subscribe. In
this case you get everythingon MSN and Internet
Case 3. We will offer dial Internet connectivity (via UUNET). MSN access
is included for one low fee, so again you get everything on MSN and
Internet Our goat is to price this to be very competitive and become the
most attractive dial up Internet provider. One way to view MSN content is
that ft is the a lot of value added services you get to aid and suppiimertt
Internet access. Other users will view the managed community of MSN as the
central thing, and they get access to the Internet as a bonus.
Case 4. In some geographies, and for some users, X25 access may be cheaper
(i.e. there is a local POP so they have a local phone call) and be
sufficient We will have some Internet content mirrored for these users,
but not everything. Overtime we e~ectto migrate more and more people to
TCP/IP connections rather than X~5,because it is cheaper, more scalable
and,
In alt cases the difference between services offering Blackbird and services
created with plain vanilla I4TML is transparent to the user. Some servers

and services are just very cool. There is a question as to what business
model allowed a service provider to create a Blackbird servi~~,
but this is
discussed below.

The difference between several of these cases will go away if we can price
the MSN base content at zero. We would stilt ask for an account

relatior.ship for bitting and security, arid in case 3 or4 there would still
be access charges, but we could make the price of MSN content zero
incremental over access (eliminating the difference between case 1 and case
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2~.One way to justify this Would be if we can get Suflicient advenisrng
and relateij revenue this is certainly possible. We have some very
Inleresting woric on adverlisti,ig but 4 is too early to Say how significant
iris will be
There is an alternative view that charging for tIre MSN
oase will altow us to invest enough in c3rlteI,~to keep this a strong asset,
which we would not be acle IC do if it was free. This entire area c~o
new and so dynamic that we wW have to be very quick on our feet to adapt
to the market. We won’t change anything for MSr4 1.0, but within the ne~
1~months we will have to monitorthis issue.
Initially we give away the front end, but over time I want to have features
in the front end be a continuned reason for people to payus a subscnpijon
charge, The free aspects of tile front end would be kept competitive, but
once you get into content that uses the etCnaed Stuff it should be a lot
more cool
One way to viev~this,which is how I have looked at it in some previous
email. is that peópie rear the front end from us. We have the world’s
coolest front end, and to get access to V people will subscribe to MSN, or
equlvelentiywilt use our Internet dial up access, Th~is the
software-cent~view. You could equally say that the trot-it end is a give
away, and the subscription is there to pay for great content
In tn~th,we want to use BOTH sources of value we should have the best
software and try io have tile best service arid content, We can have our
cake and eat it too, Far fewer competitiors will be able to match us on
both counts than ~weseparate arid sell the front ct-id and service
Separately.
The Business Model
Netscape gives clients away, and charges a flat fee for server software.
This is certainly a possible model for Blackbird technology in the future.
In fact, my original memos on the online service strategy were PP.~CtSELY
this model - I called this the server k.t In tile rase of individuals Or
s’—z:l bis~es~s
I~
t’ta~,a.-ic I be~evenow, that selling a k~t
which allows people a do it yourselF way to connect is a very effective
means to COllect revenue from a large class of service providers.

course Netscape has little choice but to take this busine~mode? today,
Their competition is public domain code that the principles of the company
wrote themselim~a short time ago. There is rio billing or security
i’tfrastj’tjcture which would let them charge lot- servers in another fashion.
~is possible to impute great wisdom to theil- choice, however it also
happens 10 the only thing possible for them at the moment
Of

I predict that I they are Successful, that down the fine they wit
introduce high en~products that are more ei~ens~
(for large users), they
will make version changes quickly to get more revenue from upgrades, and
they wit use every bit of cleverness to get a~itJonafrevenue, This can
Include ~nav~gational
conterir (in the sense of the term we use in MSN). and
traa3a~nal or other service revenue,
You can see the start of this
trend Wi what they are doing, and in what various Internet dial up providers
are doing.

Everybody in this business is going to wind up trying to leverage three
different sources of value:
Page
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Software features (in fronI end and back end).
• Corilent and (~ar1~cularIy
rlavigalioñal content like index dtrec~ory.
yellow paces, browsing)
Service relationship (indiJdrrlg basic access and other services).
Over time anybody who starts in one place wIt try to add others
Incrementally to create an integrated value proposition, The Netsc.ape
server kt approach is very strongly biased today loward~
the llr~tissue creating a server.
Although I believe in the server kit approach our MSN strategy has put a
hçher pnorlty on deploying the service component, and act-acting a set of

information and service provide~who are willing to get online via a
different model - annual fee and/or % of revenue, One way to look at
this Is that we have a very different model for pricing the server-we
charge the user a SUbsCflptiQn and charge IPs by the space and % of revenue.
There is a set ofIPs for whom this is a perfectly viable proposition,
today in 1995.

Another way to look at this

is that we are going to prioritize pushing
momentum ni tile service and content areas versus a pure software approach.

Many pieces of emal and many conversations speculate into the future and
ask whether we will be able to maintain the service model for pricing.
Won’t we lose out to Netscape charging a flat lee? I’m even asked wily
haven’t we already lost.
The answer is that many IPs really DO want what we are offering. The
combination of us doing billing, promotion of the service, ease of
connectivity, and getting lots of content In the base is very attractive to
companies. Overtime there are a very specific set of things we have to
accomplish to keep this proposition alive - keep customer interest high,
have a great set of ~rtavrgationarcontent and base content,, have a strong
brand presence etc., We also have to keep the software features in the
front end arid back enc best of breed. In short, we have to provide a value
proposition that makes it worthwhile for Somebody to access services via our
Ir~ntend.

I think that we have an e~eIlentchance of keeping the service model going.
Neve.’theless I am certain that at some point we will add the server kit”
so that IN ADDI’flON to our service based approach we have something like a
Netscape business model, to capture revenue from a set of Ips who wilt not
lund our current offer attractive, There are two kinds of these lPs. very
big companies who thunk they have sufficient presence without us. arid very
small ones that are logistically hard for us to mattel to. The server kit
is deal for tile small ones.
Right now, it-i the spring of 1995. I think that the key priority is to make
our MShI launch successful and focus our priorities on the IPs ii the mkidle
wt,o are very interested in tile offering that we are putting together. As a
result, we currently have focused Blackbim on being an MSN tool, and we
will not be selling a as a general server kit by itself. Doing so at the
moment would be a big distraction from the goal of shipping MSN.

This means that we are taking a risk that Netscape or athers can get
established in tile untere’n with ther different model, 5c be it - we nave
finite resounces and thus we cannot hedge every possible aflemative,
DIvert where we are with MSN, we are best putting our energy there, then
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comcng a~ertile remainder of the rnarlet second. i am not sympaThetic to
tile noliott that we have to tI’/ 10 be all things to ati people all at once
Over time - yes - but not Instantly.
One example ofthe “do it all now” apprcacn above would be having the O’hare
people working in a competitive way 10 cur MSNl~lackbirdstrategy’t-ather
than aligning me rwo. This also play verywell with the strong cultural
trait at MICrosO~ri having each group be masters of their own fate, but if
we succumb to this temptation a will KILL US in this area. We cannot

afford to be divided anti dissipate momentum in

how we approach

the Intemet.

I would rather have one strong strategy, rather than two weak ones which

have no synergy.
The Server
Initially out-server strategy is constrained to be in the MSN data center,
The is an e~ed~ient
thing For a variety of reasons, but we have to move
quickly away from it~ Once we are able to use TCP/IP and the Internet.
With

e,s low cost communications it is much easier to distribute things,

Some services do not make a lot of sense to distribute, or at my rate tile
issues are d~ferent.We w~lmake intellegent choices on a case by case
basis. Mail has a verydifferent set ofissues around distributing it than
Blackbird or Other services,
The first step in distribution is to o have the capability to have a
alackbrrd server kit which has a billing connection Which we can manage.

This Kit would allow us to deploy Slackbjrti servers anywhere on the
Intemet, and it would even allow people to buy their own machine, put the
server on the Internet, yet still be able to get billing art~subscrtptj~
services via the MSN i’frstructure. The server would be tec~t~f’y
capable of supplying full SIacic~irdwith e~itenslans,orsU11~lyt-,a~tain
venilla HTML v~al-iTTP to arbitrary front ends.

We would have to decide how much functionality to e~oseand what the
business model is. This product would beat Netscape as a server because
Blackbird is far more Sophisticated fat- authoring anti ‘xi the e~ensions.
My current thinking is that we would not Simply offer this on the current
Netscape model to alt corners, because it would leave vulue on the table.
However, if we do decide to panic about Netscape, we would have the option

of selling on that model,

My e~ectationis that we would enable individuals and small scale servers
(pemaps with a capacity limit) to be sold for a flat fee, or an annual fee.
Large scale comtn~’~t
servers should be strongly incented to have an
annual fee and % of revenue model to be consistent with our current MSN
model. We would still offer the option of having the server’managed ‘xi
our data center (here or new data centers abroad), and I e~e~
that this
wilt still be a necessary component of the service for many LPs.
I would like to have this available at some point ne~year. and I think
this is techincally possible given the progress being made in the Etackbird
group, This would solve the single biggest problem in distributed servers.
and it would also have a big advantage over Netscape and Others that are
unable to offer the billing aspect and authoring environment as part of
their product offering.
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E~hartgeintegration, MSN on a Lan woric, and the Catapult wort~be part of
the s1~rategyas welL Once agaul, I view the sensib’e thulç to do ~ to
put these components together as part of ONE strategy, riot have the
separate.
A corporation should be able to get ONE product offering whiCh gr.ies them:
Fi-ewall safe access to the lntemet, icciuding MSN.
• A way to e~Cflangeemail from their local E.~hangeservers to cther orgs
-

with E~Mange.
- Access to nav~ational
content to help them use the internet
- Admiti tools to disallow access to some areas of the Internet, or some

protocols.

An Etractive way to allow group purchasing of MSN subscriptions for
every desktop.
- Publishing suite for internal docs and tools (authored with Blackbird
-

toots),
Once again the three key sources of value - software features, content and
services have an interesting ‘interplay, A company which wants to offer
Internet to all emotoyces needs the Catapult ~rewalt,but they may also
want to be able to block Se~e.saHyeslicit stuff or entertainment The
no—no list of what is blocked can be positioned as a service that they
subscribe to. They also might like to have local xitie,2s d~nIoaded,arid
get MSNI content for local redistribution. Our produci offerm; in this area
should make use of all three sorts of value bycornbining them,

Although Catapult, E~hangeetc are “server” pieces in one sense, itt many
wa~the issues around them are more closely related to front ends.
Logically speaking they go at the END ofthe Internet, between it and the
LAN.

The use of Blackbird for internal documents is an interesting issue. This
has come up in multiple conte~S-notably SteveE always asks whywe can’t
do this. ~M~ynot? The ü,’imediate priority For Blackbird is, as stated
above, the MSN 1,0 goals but very soon I can ui’ia;ine making it available for
internal use iii a company, This is just some worl in the front end and the
serverkltto allowitlo happen, in particular, itsilauld be possible to
allow this without undercutting Blackbird as a more general publishing toot
on MSN and Internet,
Netscape Relationship
Finally, I would like to comment ori how we work with or against Netscape.
The internet is a powerful phenomenon, arid it ~ the potential to make
Netscape a (orrnitilble competitor. On the other hand, I hate the notion
that every up arid coming dynamic company must be our blood enemy. Our own
paranoia sometimes makes this happen more acutely then it would have to
otherwise,

Given the right scenario, they could really hurt us, and it, that case we are
direct competitors, i have not met wiui them arid don’t know the de;ree to
wti’tct’i they are committed to that path. If there is a chance that we could
CO-OFt their energy to be as positive or neutral as posSible toward MS that
wouldbeverygooti,

MS98 0107Z59

In other scenarios they could be a successful company that has some
conflicting strategies, but is not a virulent direct competItor. i am
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naive enough at the moment to think that the ~ieis not totally cast anti
that we migrit be able to influence them towat~a degree of mutual

cooperation.
I have seen conflicting mall on this topiC - some suggests that they are
things like license us technology arid have us license them
some. Even if we ultimately are competitors, Isee some vlue iii us doing
this aria trying to Cultivate them as quasi-partners. We and (hey can each
get some techirtical initialrves accomplished The market is big enough at
me moment that ~is not zero sum, AOL Prodçy, AT~.T.Nate~anti many
others are not friends of either us or Netscape so there may be a lot of
room br rational cooperation, even ~we agree to tiisagree on some points
anti wind up being Competitors,
willing tc do

I have see~other mall that is more along the lines that they are already
enemy nulrrber one. I think that we should try to be creative to see if
there is waywe can moderate this.
This is not everything about Internet strategy, but it is enough for now,
Nathan
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