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MICROSOFT-CONFIDENTIAL .
To: Bill Gates, Steve Ballmer, Mikc Murray
Ce: Mike Hallman, Panl Allen, Nathan Myhrveld, Jeff Raikes, [arry! Rubin, Brad Silverberg,

Mike Maples, Camcron Myhrvold, Paul Maritz, Bob Muglis, Russ Wernex, Jon Lanous,
Steve Madigan, Richard MacAniff, Brian Valentine, Dave Culler, Rass Sicgelman, David
“Thacher, Darren Remington

From: Jim Allchin :
Dates -113/1
Subject: Thooghts oa a Distriboted Computing Strategy

The original parpose of this memo was simply 10 force me 10 privalely think throngh some thooughts on our
strategy. 1 am distriboiing it 10 you t0 record some of these $houghts and pesbaps to act as a catalyst for funye
discossions. 1 have contipued to refine my thinking since this was written, but I felt it would be good to begin
geHting feedback from everyoae on rny thonghts,

1. Today - Strategy and Market P_ositic_m

Today, Microsoft networking pmducwarcpacewedasanor3rdmeclL Microsoft is directly compared 10
Novell. ‘This isn't surprising since the stralegy 1:"beat Novell”, T call this the "out Novell Novell” strategy. Itisa
frontal sttnck, Tt is a features war, a comparison war, a mindshare war, SE war, ctz. Clcarly, Novell is doing well
so it ist wrong to go afier them. Bowever, bow well such & siategy works depends on stveml fatiors

o corrclation to Jong term vision (vir., will this getus 1o where we want 10 go?)

=N
© competitive prodnct feamre set =, B
3 = - -
o the “sight" channel(s) /Z 8
o cash 10 sostain attack b
! &
o Correlation to long term vision 23

I believe the Vision I chear for Systems. We need 1o provide the platform for appiications. ‘That really is 51} an
_operating sysiem js: a platform for applicajons. In 1be old days this meant abstracting the peripberad intesfaces,
efficicatly managing the resources of the corapuier, and providing 8 secnre envirosment for applications,

The goal is still the same wday even though we Jive in 3 more rich and decentralized cavirooment. Al the basic
Tinctions that have beretofore existed in a "timeshoring™ mhwwmmhamm
sysiem, For example, absiraciion of physical resoarces, management of objects, secarity, accounting, esc. all must
be provided. Clearly, the probiems are mach more difficolt bocanse of propagsation times 5 and n new mnge of
poiential faflures; but, & globally bansparent system is still the goal.

Nevertheless, there are many people asking what NBU should be when it grows up. They polse the question as
"What business should we be in?” This is s clcar sign of inemal knowledge that the cotrent path may noi be the
fight onc bong lerm. 1 akso have found many projecisfideas floating .. looking for the answer: Windows/N,
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Cwe

Windows Server, buy this company or that company, application producs 10 address LM weoknesses, efc. My

1= -conclusion is that the bistoric strategy built on “out Novelling Novell” cannot create long torm, sustainable

compelitive advanlage, -

o Competilive prodoct feature set

| believe the current LM 2.0 product is not teribly competitive with Novell {(and cerainty not Banyan). 1 say this
for several reasons. Fivst, Novell has a nice prodact; ir's not great, but it's not bad either for thelr market scgment.
Smond,LMZOisnolwc!uﬂca!!yonpmwimNetwmdB%. ( don't wanl to start a religious war with that
commcm.bnlcvcnmaughl.Ml()haslhechcckoffimlikcfanllmlmncé.mscofusc,ac.,:ho
iraplesnentation is very weak. Consider fanlt tolerance. What good is a mirrored disk sysiem if you can't mirrar
the boot device (the disk that probably recelves the heaviest nerivity)? That means that two disk systems aren't

mdLMmmtg\manwemxrmdomﬁskfnﬂminmysysmwon‘tdisablclmsystm.) Most
importantly thoogh, Novell has a buge installed base. Thets 1s no compelling reason why anyaoe shonld swilch
from Navell. Yes, MS can fight with Novell oves new installations as the market continues to grow and that will
be a significant market. However, Novell bas the Jeader’s minidshare advantage even with these new sites.

Furthesmare, 1 can't s why LM 3,0 2s planned will make the situation that much beder. "The Netware feature set
will continue to expand, Basically, it's back to trying to out Novell Novell. Functional arcas such as Directory
and Security are simply expected. “These arcas wonY be seasons 1o consider Microsoft over Novell. fn addition, 1
belicve the conneciivity capability of Novell far excesds Microsoft and ig growing rapidly. 1M has very primitive
conncclivity options plamed. 'Worse yet, there are few dovelopers here who understand this technology area.
Remember Novell bought Excelan to gain their expestise.

Whar's most frightening is that DCE will 1otally change the face of the langscape during the next fow yoars. L
3.0 on its csTent path conld be a niche product without backing from IBM or DEC. Many belicve that DCB will
lay the foundation for tha services of the future. So, what will be the Microsolt advantage?

A fundamenial problem is that Microsoft bas fallen trap io the *networking is scparale” model. That is, OS and
networking are diffcrent picees and can be developed and markeied separately, Novell is on their way 10 migraie
to a more “general pupose” OS (with networking embedded).  Microsofl, on the other hand, has OS and
ntiworking scparaie., .

1 kmow some may not like ibe following statement, tot ... I is my belicf that LM is making headway today

- becavse of only one reason: the Microsoft name and 1he IBM connection. MIS people says “hey, we betier watch

them, they are aligned with IBM™. 3¢'s FUD. Consider what wonld happea if IBM sold Netware: (as & straiegic
mm—nmjnamckedmﬁmm)wpamedwimwwmmwwﬁng. With the curyent product and
strategy, the mefwbﬁnmﬁmddhwuv&hﬂwﬂﬂnchrwﬂdmmw. Lucky for ns, this is
unlikely.

There is 2 separate Jow end 1o the market. 1M today is also unsuited for this. LM is heavy doty — not simple,
.ipexpensive and casy 0 nse (Allpmductssbouldbcmylousc.bntsmaﬂpccrnuwodmhavcmﬁquc
requirements along this linc.) '

o The "right" channel(s)

Microso has a complex channcl strategy. Even though Microsoft knocks Novell for their *7-117 outlet approach,
Mierosoft has another problem which could be sevese. OFEM distribution works great when 2 prodict is bondled
with enother osthogonal product (e.g., Windows with pew POs) or thest is not a "packaged” prodoct available.
Unlortunately, what has happened in LM is that OEMs have added valuc that is vser visible (e.g.. LS logical
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L SCIVEr of admin UT). On top of this we've inm{:duwd retail sides, This, of course, leads w two problemns: "Will

* — the real LM stand up?® and OEMs competing with us.

Simply put, if an OEM is going to port the product AS IS (e.g.. only adding new drivers, eic.), it works great, If
an OEM adds valbe, but there is no "standard” packaged yroduct, then that also woales great. Today, neither of
thosc sitnations is true for LML .

Finally, the market that LM is targeling is high end. Only the most sophisticated resellers are capable of
addressing the LM market. I'm sure the strategy is 1o self to the top corporate customers and that will win with the
smaller customers over lime, efc. (OF course, this is the arca of the market that requires WAN, Dircctory, network
management, advanced secwity, efc. — all the things that we dont bave right now.) )

1 endersiand why we ok the paths that we did and sce bow we are working our way out of the confusion.
Nevertheless, it will 1ake qnito & while 1o change the perceptions in the marketplace. Networking may be leading
tho way for & continued movement away from OEM and toward packaged pecducts, LM and Windows me both
examples. . .

o Cash to sustain attack

Leg's look at the cmrent anuual zun raes extrapolated from November acinals. "Expeases and overhead appear lo
be aroimd $T3M.  Assuming no more beadcount (we all believe that, huh7) breakeven wont be until sround
T3x1.18 = 86.1] (Fhis is assuming that cxrrent COGS ratio) In November, the revenne nm rale was aronnd
$20M. Thus, the business must get 3x bigger to even break even, (It is also important to remember that the OEM
sevenue in most cases comes from honoring the contract minimoms, If they back away (80 with DCE, Novell or
IBM]I), then we ofc at risk in this arca,) .

While I'm sure that the plan shows great improvement in pnits, I also expect that jt has exma headcount as well,
Giver my comments in the prior sections, it ie clear to me that all jn all this will be a very expensive and
prolonged arack.

2. Thoughls on 2 New Strategy

21

General Systems Sirategy

How &0 the products of Systems it into the overall mission of owning system software?  Afier being hese for
several weeks, I'm still confused. Fm confused becanse we mix the marketing of A swatcgy with it
implementation. The momentum of Windows has created "Windows® mania. I -fecl the following should be
answered. Pleass note that we can change the marketing message and product names 10 ride the Windows wave
iaer. Given the cusrent names (applied 10 fimchionality), we need to answer the fundmmcnte] issues.

1]

What is Windows? Is ita GUI on DOS and NT? Ot s it an operating sysicm?

1 contend that this decision will dramatically change the stralegy. Today we basicatly have a 3 opezating
sysiem strategy (DOS, Windows, NTA0S2 — 4 if you scparate OS2 and NT). 1 swoogly donbt whether
such a fier cnvironment can be boilt without fonctionality Jeakage eliminating necded differentiation and
whether the markeiplace coald possibly understand 3 3 OS siralegy.

What is the OS family? In defensible terms, what markst or fenctionality is different between each
membes of this family? Clearly, if you have a family there must be a dear reason for each member.
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o Vhatis the market and distribotion plan for NT? “That should dsive the functionality and time to maarket

o Why arc we packaging and selling the basic building nctworking software scparate from the operling
systam? Ws have legitimized the "NOS” concept instead of obsoleting it by putting this capability into
the O3,

1t is important when thinking about these issues 80 not get confused over the names..we could migrate Lo a 101al
Windows named product line (or anything else) if we wanied; if’s the functionatity that counts

2.2. " Why is distributed computing important?
1 believe there are three reasons why distributed computing is critical 1o Micrasofi.

[ Distributed computing is 8 fundameatal building block foe the futore of computing.  Concepls from
dimibnudp;mﬁngwﬂlpumwcmoaemywnmsysmlnﬂcm Microsoft must scquire
and embed this knowledge for these future applications. There will be no Information 2 Your Fingertips
without this kimowledge.

] Microsoft set the application framework for the deskeop. We must expand this framework for distribated
. applications - o 1k josing control of that business. Today, Miczcsoft has an advantage becanse the
applications arc wrilten to a platform base (c.2., DOS, Windows, OS{2) that is controlled by Microsoft.

‘The platform for distriboted applications is just as impostant.

o There arc new business opporionities created by networks, Thers is a significant profit oppactanity
through providing distributeq services for perworks. In essence, these distributed sesvices are a special
type of istributed application which exiends the standard OS features Into the distriboted arcna.
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The Network Marketplace

The netwotk sysiems marketplace today is divided into three markel segments

Key Features

Segment Examples Volume Price(server) Selling Method
Work rosp ELSI/H, High Low Simple, Simple, | Naive user (the -
Lantastic, 10Net . Simple ultimale botlom
<10 nodes-no {(Street 3K} up salc)
interconns) Incxpensive
(Everyone scils)
Department ‘Nesware 285, Medium Medium Application Boltom op
. LM, LS, Vines . compatibility
(small groups {Street 1.5k) o (Resellerss
- within larger Growth Scminars, cic)
ogs)
Organizational | Vines, Netware Low High distriboted mini Tep down
386,18,IM capability
{typically {Street SK++ @5 - wpether
geographically ¥iase of Admin with
i - not price departments)
departments) sensitive)
{best with direct
sales or high
cnd reseliers)

Today Novell owns the workgroup and the depariment. Banyan owns the organization.

It iy intexesting (0 note, that it is possible 10 have 2 product in the workgroup space without being in the
Department or Organizational space. They are completely differcnt arcas.  This isn't true in the other two areas.
Simpiy by the nature of network growth, IS involvement, and competition, a company mst offer products in both
the Department and Drganization space.

The Department and especially the Organization, arcna would bave boca owned by IBM hisworically. I'ra sure that
IBM sees retalling LM a3 & very significant threal. Once they lose the netwesk, they are on their way 10 Josing
contro) of the account. Thus, i# is clear to me that on the currtnt path, IBM is a competitor — not an ally. I do oot
think this j¢ a good idea {_yet..). Networks require significant handboldiog. IS is beginning 1o vmderstand this
fact, IBM and handholding are synonymous, In ordes 1o really match IBM/DEC/eic. it will be necessacy o get
the channel as capable as direct SEs 10 suppon 1o networks. This is a very hupe nndortaking. The larger, more
complex the network, the more difficult the job. The resclers make little margin 5o they can't invest and their
intemal sopport stalls Wom over rpidly so there isa'l & consiant support sysiem in place. The point: LM is
attacking the most complicated arca and on a path of doing it alone.

The following is obvions, but reminding ourselves of the perceptions (In the NOS world) is impottanc
Novell the leader, fast, a winner, "why shouldn’t I buy them?”

Banyan the dark borse, best technology, poor — bot improving marketling, directory, best WAN scolution

. s
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Microsoft " IBM connection, significdnt fovestments, weak product, genesally 2 winner — but not in
networking

2.4 An applications driven world

1compleicly agree with Bitl's memo. Applications drive the wosld. Applications are the reason that the VAX was
50 successful.  Applications make people switch computer sysiems and venders, Assuming that LM stays in jis

* cutrent market scgments, applications are the only thing that will sllow Microsoft 10 win against Novell.

Therefore, w6 shonld strive st bullding the best distibuted computing platform in the world. ' We should then
promoie this 1o cvery applications’ wriler 1o enswe that il it's distributed, then the server Side must run in this
environment,

Today, the general APIs nsed in the marketplace from LM deal with named pipes/mail slots (and even mail stots
aren't vsed extemally). There are two yeasons.  First, no other API is required to build a wser orienied
"clicayserver™ application (c.g., all DDBs have their own security model builk in and the vendors know the LM
secuity §s poor and going to change). Second, few 15Vs focusing on administrator oricnted spplications (e.g.,
netweork backnp) wonld-write 10 the other APIs from LM becanse of marketshare. 1 contend that solving the nser
oricoted spplication.Jock-in is much more powerful than the simple network utilities that could be wrilten using
the other API2. Most all the currcatly available network otilities will cventnally be built into systems so it is a
transient Jock-in. More imporiantly, end pser productivity gains by spplications on the netwark are a much more
compelling réason for choosing a particolar network.

No ont is going o swilch from their current sysiem for a bener file of print scrver. No one is going 1o switch for a
"better® directory, ete. There has 10 be a significant reason which will increass their productivity (e.g., an
application, a new data model) 1o change or add a new product. The same logic bolds for new sales. 'Why choose
one system over another? LM nouds 2 competitive advantage — applications are the key. The applications could
be Microsoft provided distributed services such as a liceasing system or software diswibution manager of
someshing like a client/server version of the ASK system poried to O5/2. Tris represents the best Trojan horse
strategy against Novell and the best long 1erm Jock o aceounts in the future.

2.5 What technology is needed for Distributed Computing

Distributed applications beed 8 framework 10 extcuis in. What are the missing pieces from a standalone operating
system? 1 often think about OSI layer 7 being divided into sublayers for simplicity.

Distribnisd Applications ' £.g., Calenduring
Network Services forcign file, forcign print, DDB,
distribution, messaging,
transaclion processing
monitor,2iL.
System Services Directoey, Secwrity, System
Segvices Mgt Time
Underdying Hosl OS + Transports + remote file
OS/Transport System ang peripberal support
. 6
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~  The MAC is network ready. Unix is nctwork ready. Both environments come with a standard interface into the

= petwork, (Macs use AFP/PAP through AT, and Unix uses NFS throngh TCP/(P.) Why is Microsoft shipping a
deskiop OF that is sot netwotk ready? (The number of PCs which are being connected is growing rapidly and
we're lsting otbers (Novell) pot fundamental wchnology (a redirector) into the operating system.) The way to
neutralize Novell is 10 embed this level of Tunctionality (and more) into the operating system., IU's the xight thing
1o do even Jgnoring Novell for providing 2 consistent platform for decentralized applications.

In nddition 1o redirection, the operating sysiem should provide homogencous: transparent yemole file and
peripheral access. An addon service (as is done loday) could be used, but as the semantics of the fle sysiems
become richer (e.g., transaclions), it will became very difficult 10 layer these picces. High pesformance is
“impossible 1o achieve without this tight coupling. Forcign clicnts accessing the node's resources can be built
above Ihe ransparent struchure already in place. This only works well if the semantics of the vnderlying system
can accommodate the foreign sysicon's scmantics naturally,

The gaping hole today ase 1he sysiem service pieces, Again, the desirs is to built 8 system which matches a
typical minicomputer sysiem — only decontralized. “Therefoxe, A dircctory, security, and service manegement
mode! which spans nodes is fundamental. “This shonld pot be an addon.

The upper layer services arc “applications”™. You could think of them as utilities in the old OS taminology.
These distibuted services can add significantly o ease 10 0SS, 'eic, They can add the intellipence: 1o make soch an
environment manageable. A fiundamental problem with all systems today is that they are 100 hard 1o use. The
system must figure more ot using heuristic rulex concerning the wser, administrotor and the current state of the
system. Customness will pay for ease of use. This follows the principle of making the user more productive.

2.6 The TBM Connection
Here is my obstrvations of the IBM situation and its effcct on our position:

[} IBM feels screwed by Windows vs, GS/2.. They fecl that they got left bolding the bag oo “old”
development and, in 2ddition, that Windows stands against the lock they were trying to estahlish for new
applications. I belicve there is a significant amount of old baggage banging around dealing with past
.shared development projects, efc. (Building an operating sysien ‘between two companies i3 certainly 2
difficalt feat (impossible?); however, T belicve there aro many opportonitics for a close development
relationship with TBM.)

o ‘We want IBM to be a distribntion outlet. On the other hapd, IBM wants 10 control the direction and, in
paxﬁmﬂar.ﬂ;cywammommlopuuiveml.(asm'mu’ of the fuure (MS is simply the
implementor). 1 don't believe Microsoft is anywhere near a8 stropg withoot IBM (marketing-wise). We
are on a collision conrse with IBM today. 1 expect that someday we will eventually collide, byt do we
have 10 collide now? (lmcangoa.ljustgotbu:anﬂwe’mgoingmwam

() IBM is committed to DCE, Their plan is not 1o adopt LM 3.8 long, texm. Tbey want us to converge LS
mdLMsoumumydon'thavcmmnﬁnncmhw:ummminahisdmdcndsinccmcymmovinsm
DCB. Thcyakowantmeﬁmﬁwxcmswmpmxyfamndmmgcwﬁw.

o If 1S and LM don't converge, then IBM will undoubtablc intensify their efforts of competition with vs,
They will show their migration stmlegy W DCE customers and how Microsoft is not with the program
unless we have a great story, Neverheless, IBM will win in large accounts. Actrally, Novell will win
Ihe most because of the fragmeniad petworking sirategy between IEM and MS.
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10 1ake a Jead with them. (Block diagrams look so good. However, they are usnally quite difficult to put
together when they are done by different groups (using difBcult fundamental models)).

[BM doesn't understand DCE, This is clear in my pasi conversations with them. We have an oppottumity

'Some straw ideas

Consider the following breakdown of products:

[

Distributed Compoting Tools. Tools are the noeded catalyst for making distnboted applications grow.
RPC is the first on the list, bt there arc many More. Fox examople, as scon as there is a standard for
HPC, then remole debagping tools will be an opportunity. This is a pew area but I belicve there are meny
important tools such as semote transaclion Iibsarics, efc. that would rcally help the applicaion writer.
Fmbamore,ilhmybelicfthatmwexm:sionslohngmgu(c.x., "Disuibated C4) are needed 10
address these new distributed environments, He who has them first will have the advantage.,

Windows/N. Inmyvicw,lhis;noduasho\ﬂdbcsimplallmlwha!isplam\odloday.bmbascdonxhc
same concepl. Qmwammmoninmfwem:hebaﬁcmmmkﬁmcﬁms. Make Windows truly
"nerwosk ready”. chamcusmmasmwann’ﬁndmifﬂ:eymnamak That is, extend the
concept of Winnet today. Customers will absoluiely love 1he idea. In addition, it plays on our strength
(Windows and the clicat); it insulates the nerworking companies from the user (so the user only sees
Microsoft); it can be sold into all existing sites, efc.

Marketing this prodoct will be very casy, Even the "Windows™ pame can be leveraged as in “Microsoft
provided me a (fransparent) window into my compoling environment.”

I believe that Windows/N offess advaniages for non nerworked PCs.  There will be lots of intcresting
stofT that ¢an be done from home machines using integrated Fax, etc. For thiz scason, I suggest that we
2dd the basic feanmes 1o Windows, Thea we have three basic packages (with ene UT): basic Windows
with *providers” disabled; “providers” enabled together with some sexy providess for [ax, mci mail or the
likes and Gnally an wpgrade package for the installcd base. .

I believe that this product should be shipped ASAP. The way to do that is not get camitd away with
remote management and all other wonderful things that are missing from networks today.

Windows/N Server. !wouldpmposelha!nbnsinessphnbewﬁumfundirectﬂsmnndlanusﬁc
wmwdmvﬁmmqmoahpmmdmmgnbdnguseotm ‘This §s slightly diffcrent from what
Nathan proposed rocently, That is discussed below. This product would offer Gle, print, and admin
mbilityforwtgmupmo:tsinamﬁmplapmbgc. The server sido would be buill, of course,
under Windows. Client sappost shoutd be for DOS and Windows. {No Macs, no fancy dircctory, rfc.)
mmmwhymsmﬂdbcmpcﬁﬁvckmnmsnmtonsc—umastichaswon:wmuybmnsc
it is easler to nse, We should be able to moke a wery casy 10 install and use nctwork in a Windows
frameworle,

Today, many PC manufactoress scll Windows loaded cato the PCs. We shonld be able to do the same
thing with the board mannfacturers. mais,iflhisischwpmough.mcnwecmﬂdpuhnpsmkznmymy
on every board (or every 5 pack or the like). Lungermm.alllhcimpmmmPCswmbcnﬂwoﬂcrcady
with Bihernet or TRN available on the motherboard. Now wonld be the time to make a deal with them
belore they do it wills Novell :

Altematively, we could bindle this functionality {one fres providar) with Windows/N. 1 bappen 10 like
this jde. That would Xill the workgroup systems of today.
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o OS N. We.need Lo pick an OS w weave the networking code into the system. We can solve the 1SV
problems by cyeating Win32. We haven't solved it for the IHVs and the netwosidng world. Clearly, the
more operaling system diiver formats, conventions, cfc. the harder it is 10 pet momentam in the
marketplace. .

Should the base OS be NT extended 1o support a sich set of protocels with a common interface 1o the
application world: an inherenily sich disutboied filefperipheral sysiem, direciory, sccwity, and basic
admin to manage users and services? Or should we usc Windows 327 That may sound silly, but it is
“worth considering. Fhere will be Windows everywbere soon. Itis much easier to convince someons 1o
buy some distribuled scrvices (sec below) 10 run on an operating system they understand than tell them
thoy must add yet another operating sysiem {e.2- NT) 10 their organization. Would the OS/2 history
repeat itsel? (Bven if we called it Windows+ or something, | don't think it wonld be hidden for long.)

1 proposs packaging sezvices on top of this environment. We nced 10 market this as THE distributed
computing plaform. Vir., write your application here. Tt connot be perceived as a direct threat o a
customer’s installed base of network (2.8, Netware), It is however a Trujan horse,

MhmﬂwﬁmmdBmmmﬁmwmmmﬁlmmmmﬁcmmMmmmﬁm
in the sysiem, ‘This is ot LM as we know it today. From this platform, LM could be built by adding the
file, print, Mac, etc. supporL. Basically, I'm saying hat distributed computing most have a good base.
This must be integrated with the system from the ground up.

o Distribyted Services, Outside of the opcrating system 5al ftself, his is where the money is. Services
range from the mundase such as file/print to poweful scrvices soch as 2 global messaging engine for
mail, inter-zpplication commumication, ete. Thers ase two fundamenal types of services:

. - pser orieaied. messaging, database, calendaring, compulaticn, efc.

~ system administration and network managemcnt based. 1 personally se2 Nathan's Window
Server as just 2 basic network service — onc for managing Windows clients. Other examples
include remots PC debogging. petwork management, soffware Yicensing, software disiribution,
archiving, ete.

3. Some Other Thoughts

31 P&L and Church angd State

There is an important stparation between the Applications and Sysiems Pivisions for marketing reasons, Evea
lhoughnotupﬁcitlywrnmmﬂmithclmrlnmclhucm:imilarse;mmﬁnnsbetwecn tho growps within
Sysiems. § have run many P&Ls and know the benefit of pushing a manager 1o fun their business 10 maximize
their profits, However, the split today.in Systems (st least for networddng) may pot encourage the right decisions
12 be made for the corporation i the long yun. Much of 1his comes from my view that neeworking needs 10 be
integrated into tho operating system. ) :

Some of the questions to ponder include:

1] How sbould Netware bt viewed by the operating sysiem group vs. LM? Ive heard many discossions over
the DOS 5.0 upgrade shipping with the Neiwarc sedirector included on the disks. Being open is
goodness; however, helping them put stuff into the O5? Our client? 1 understand the easc of instailation
issucs. Nevertheless, § guestion this straiegy.
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[ T've heard 2 proposal that we host Portable Netware on NT. 1€ a thind party does this development, then

fine. If we take any active role, then we ultimately will be drawn into a Netware on Unix vs, Netware on
NT debate. This is wasted effort. ' We necd applications — not filefprint systems. Funhermore, such a
path would fead 10 a performance war game — ong which I can assue you that if someone nsing Unix
wants to beat us, they will be able 0. What would be the advantage?

The real issue is the potential confusing message that it seads 1o the markerplace. Consider what would
happcnifNBU\rsedUnixasa‘bascopmﬁng‘sysm? Unix is far better than anything MS has foday.
However, this is clearly not in sync with our plobal mission. 1 belicve the same holds for any active
involvement with porting Portable Netware onto NT. :

32 What's in a name?

We should consider whether changing the name of the NBU could help reposition us into another space. For
example, would the Distributed Computing Business Uait (or Group) be bentex?. The reasons are as follows:

@) DCE is attracting great ateation, We could ride the wave by essociating with this pame,
(v) Distributed Computing sounds more encompassing ard not associated with 2 physical network.
(© - Disuibuied Computing can be positioned 1o be the pext logically step from chieny/server technology.

(d) 1 will be another marketing differentiation from Noveil's story. (Recall they claim o be the "network
computing” leader.) With IBM, DEC, efc. adopting DCE, onr associntion with Distributed Computing
would isolate Novell.

If asked 10 describe the differcace I would say that DC encompasses all the technology/products 1o provide a
distibuted computing platform for applications whereas NC is 3 basic networking view sitmming from a basic
file server model, {This isn't what Novell means, of courss, bot it would probably work marketing wise.)

33 Strategic Product Planning Group

Onc of my biggest revelations is how many arcas within Microsoft overlap.  T've concluded a globat coordination
function would be beneficlal to keep architectural consistency (and seduce redundant work) among the dispersed
goups. Decauss of the far reaching effects of cetain decisions and ths complexity of the problems, I (hink we
seed a formal review group 1o monitor the implementation of the company's shiatcgy. A an example, consider
management of objocts. What is the right split between the operating system, "databasc”, network support, and an
application? My guess js that between the OS growp, database group, offfice group, and petworking there ase a Jot
of different opinjons. This confusion will ultimatcly sesult in & Inconsistent model or simply wasted cffort.

Imgge.u:mnl!mmofumnnmmdbmdﬁnkusbemmwbdpplanmdmonimﬂng,loba.li:mcso(om
future products,
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* _4.Snmmary

4.1 Questions to answer:

This memo discussed several fundamental issues which must be answered 1o {inalize 2 coberent strategy.  (Please
think through your positions-on the following questions. 1 will discuss some of my personal conclusions ot the
meeling on 1/19/91.}

4 What is Windows? ... GUI or O8?

o What is the OS family?

o What is the masket and distribution plan for NT?

° What is the plan for O5/27 (public position and internal)

o How badly should we try 10 ¢reaic a combined IBM/MS networking story given the apparent problem in
0s st:raiegieg.? Are we prepared for the consequences of a divorce?

o Do we need 10 win in the organizational network marketplace (es ¥ delined cardier) given the cosis? -

o Should we implement a workgroup (aod small department) network strategy also?

o Should Windows be shipped network ready? DOS?

[ Whith OS base is thc "right” cone 10 embed richer networking contepls W croale the distributed

computing platform discussed carlier? )
o How important is intesoperability with DCE? How important is "convergence™?

o Strategically, is Novell an encmy to Microsoft or only NBU? ...to Systems or only NDU? How can we
ensure being open while at the same ime integrauing our own products bester?

4.2 Conclusion

‘Ihe "out Novell Novell* plan anacks Novell at their strength: selting file seaver software. Remember, the LAN
Shootout between 3COM and Novell, Novell ate 3COM for lunch. Why? 3COM attacked Novell at ibeir
stroogest point: spoed.  Microsoft Is having another kind of shootout with Novell.

The way you win in soch a battle is 10 change the game. 1f Novell Is playing bascball, then we should convince
the world that foothall is the game 1o play. Of course, we better be really good at football. (Segmentation and
differentiation are of courss the marketing terms) The best argnment provided by Microsoft 1o date has been that
we created clientfserver architecinres. This put Novell on the defensive.  This worked becanse there was SQL
Seaver 10 back up the claim. 1t also attacked Novell at » weak spot their weak zpplication engine (VAP/NLM)
strategy.

Our future direction shoutd crystallize the distributed applications platfarm by integrating networking into the
operating system. That way, we change the game totally - from the NOS world to rn OS that is alrendy netwosk
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ready. Thercfore, why nse Novell? Moreover, we toust find a way 10 leverage oue natural strengih: the mitlions
~ of deskiops ronning DOS and Windows. We must deal from swrengsh — not weakness,

3

MS 0119621 ©

CONFIDENTIAL

MRN119K2Y



