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The Internet Tidal Wave

Cur viston for the last 20 vears can be summanzed in a sucainst way We saw that exponenual
unprovements in computsr capabilinies would make great sofrwars quite valuablie Our response was ©
build an erganizavon to deliver the best software products In the next 20 years the improvemnent n
computer power Wil be outpaced by the exponsnual unprovements m COMOUMICILONS networks The
combination of these eiements will have a fundamentwl mpac: on work, leaming ard piay Great softwars
product will be crucial o delivening the benafics of these advances. Bows the vanety and voums of
soliware will increase

Mes: users of commurcmons have not yet sesn the prics of ecmownicauons come down significantty
Cauls and phone networks an sull depresaung nesworks buil: with old technology. Universar serv,ce
mencpolies, and obey goverumenty] mvolvemsn: around (ks world have kep: commumczuons costs hign
Prvate netwerks and the [nternet which are butit using st of the art eompment have been the prinary

reficianes of unproved communicauon technology The PC is just now smrung to create addigonal
cemand thay will dnive & new wave of investment. A combinauon of axpanded access 1o the Internet,
ISDN, cew broadband networks jusufied by video based applicauons and intercornzcuons beswesn 2ach
of these will brng low cost commumcaton to most businssses and bomes wathm the next decads,

Thae Internet is at the forefront of all of this and developmeats o the Int=rnet over the next several years
w1l s2¢ the cowrse of our mduscy for 2 long nme to come. Pechaps you bave already seen memos from me
of cthers bere about the importance of the Interpet 1 have gons tnrough several stages of mercasing my .
views of 15 mmpariance. Now I assign the Interpe: the hugasst level of imparance. in this memo I want
tnaxs clear that our focus oo the Ineerpet 1s cnuca! o every pan of our busicsss. The Joreraet 1s the most
umpomant single d=velopment o come along swes the IBM PC was mwoducsd 1 198 1. It s even more
iunporant thae the amval of graphical user mnterface (GUI) The PC apalogy 1s apt for many reasons Toe
PC wasn't perfect Aspects of the PC were arburary or even poor. However a pheuomena grew up around
the IEM PC thar made 1t a key element of everyihing thar would Eappea for the next 15 years. Compantes
i3t tiea to fight the PC standard often bad good reasons for doing so bur they fasled because the
shsnomena overcams any weaknesses that resistess ideanfisd

The internet Today
rte Intzmet's uniqus poswuon arises from 4 number of slements The TCP/IP protocols that define us

tansport level suppont distributed computing and scale incredibly weil The latemnst Enginsering Tashk
Forc= ([ETF) bas definzd an evoluuonary path that w l avord it runawmng o futurs probl=ms even as
nizuzlly everyone on the pranst coanects up The HTIP protecols that define HTML Web hrowsirg are
extremely sumple and have allowed servers 10 bandic incredibie traffic reaserably well All of the
predicuons about hyperiext - made decadzs ago by proneers hie Ted Nelson - are comung tue on the Wep
Although other protocols on the Intzmet will conunus o be used (FTP, Gopber, [RC, Telaew SMTP.
NNTP}, HTML with extensions will be the standard that defines how infarmauon will be pressmted
Varous extensions o HTML ancluding ontent enbancaments ke tables. and fmcuanality enhancem=nts
ithe secure ransacuons, will be widaly adopted in the ficar fuwre There wil alse be enbanced 3D

presecizuons providing for vinual realiy type shopping and socializauon M 102 8049
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Another umique aspect of the [atemat s that beczuse 1t buvs commurnicauons linss on a comSiodity bid
tasis and because it 1s growing so fase, it 1s the only “public™ narwork whose econorics reflec: the Latest
advances in commynicaucns t=chnology. The prce paid for corporauons to conRccl io the Iniemet ts
dzi=rmuned by ke size of your “on-ramp™ to the intemet and not by how much you acwally use your
connecuon Usage 1sn't even metered [t doesn't matcer if you connec: nearby or balf way around the
globe This maxes the marginal cost of extm usage esscnually zezo sncouraging beavy usags :

Mos. unportant 1s that the Intemet has boowstagped uself as a piace 0 publish conteat-It bas chough
users that i 1s benefliung from the posit:ve fzedback loop of the more users it gets. the more content wt
gess. and the more content 1L gets, the more users 1 gets. | encouragz everyone on the executve staff and
tew duec. reports to use the Intzmmet. I've artached an appendix which Bnan Fleming beied me pull
topetas- at shows some Lot sites to vy out You can do this by e:ther vsing the HTM encicsurs with any
[aterre: rowser or, 1f you bave Word set up properiv, you can navigae nght from within this document
O' parucuiar ntzrest are the sites such as “YAHOO™ which provide subject catalogs and searching. Also
€. JnIzTzst are the ways our COMPELIOrS are ustng ez Websites 1o present ther products 1 dhunk SUN,
Netscage and Lotus do some tngs very well

Amazifig.y It is 2asier 1o find snformauon on the Web than 1t 1s 1o find informauon on the Micresoft
Corporatz Network This mversion where 2 public newwork solves a preblzm biuer than a privawe nerwork
15 cuwile stuaning RIS inversion points out an epportumty for us 10 the corporate market An mmportant
goai for the Office 2nd Systecis products 1s ¢ focus on bow our custcmers can create and puobsh
n.ormaucn on thewr LANs Al work we do here can be leveraged o the HTTP/Wep world  The
swense of the Officz and Winaows businessss woday gives us a chancs © superset the Web  One crincal
15542 18 runume/forowser size and performanee  Cnly waza our Office ~ Windows solution bas
cocpzrasle performance 10 the Wen will our exiznsions be worthwhite. 1 view this as the z0st important
clement’of Office 96 and the naxt majer release of Windows.

Oce t=comcai challenge facing the Internet is how to handle “real-bme”™ content —specifically audio and

videc Thz undesiying technology of the Internetis a packet neswork which does not guarantes thar data

will move from one pownt 10 another at A guaranteed rat=: The congesuon o the setwerk determices how

auickly packests are sent. Audio can be delrvered or the Interner wadzy using sevesal approaches. The N
classic agproach is o sumply u-ansmuhe éudm fuc in 3ts enurety befere 1t is played. A secoad approach 1s
10 send e..ou-h of it 1o be farrly sure that ) you can keep playing withourhaving to pause. This is the
apfroacs Progressive Networks Real Audio (Roo Glaser's new company) usss. Three companies (Intzrne
Voies Chat. Vocaltez, and Netphone) sllow POODE CORVErsanans aoross the laeemet but the quality is
worse han 2 normal phone call For vxd:o. a protoco! called CU-SeeMe from Comnell! allows for video
cenferercing. It simply deitvers as many frames per second as 1t se=s the current network congestion can
tandls, so even at low resolution 1t 1s quite jerky. All of these “hacks™ to provide video and avdio will
umprove pecause the Intemet will gat faster and also because the software will umprove. At some point 1n
the next tores years, prolocol entancements aking acvantage of the ATM backbone being used for most
¢! tac lnternet will provide “quality of service guarantess™, This is 2 guaranies by every switch between
you and your desunauon that enough bandwidth kas pesn reserved to make sure you get your datz as fast
as you need it Extensions o IP have already been proposed. This might be an opporwmity for us © take
we leaa working with UUNET and others Only with this tmprovement and an mcrediole amount of
addruoral bandwidih and local connecuons wtll the Interaet infrastructure deliver all of the promises of
the fusl} olewn Informauon Highway However, 1tis 1a the nrocess of happening and all we can do 1s #et
involved an¢ take advantagze
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I dmk kot vinally every PC wili be used 10 connec: 10 the Intemet and that the Intemnet will help heep S:
PC curchasieg very healthy for many vears 1o come. PCs will connest 10 the Intemet a vanety of ways A g;
noma pronrs call usinp a 15 4k or 288k baud moazm wtll be the most popular in the near fuwrz An gE
ISDN cennecuon at 128kb will be very atracuve as the connecuon casts from the RBQCs and the modem -
costs corie down [ expect an expilosion in ISDN usage for hoth Internet coanscuon and pomt-to-point = .’_:
connzcusns Pomt-1o-point allows for low laency whict 15 very kelpful for wnteracuve games iSDN - é
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point-to-point aliows for simultancous voics daw which s a ver: atiacuve featwrs for shanng
informavon Example scenanos include planning a wip, discussing a contracy, discussing & firancial
transacuon like 2 bul or a purchase or taxes or getung support duesuoas about your FT answered
Eveateally you wll be able o find the name of scmeons or 2 service you want 10 cernect (o on the
Inizrmer and rerouung your call o temporanty be a pownt-to-point connzcuon will hanpen automaucally
Fer example woen you are browsing travel possibiliues 1f you want to talk 0 somecne wih cxseruss od
Loe arez you are considenng, you sumply chick on 2 buzon and the request will be sent 10 a server that
kesgs a list of available agents who can be workmg anywhere they fike as long as they have a PC with
iSEN You will be recannect=d and the agent wall ge: all of the context of what you are looking at ang
vcur previous bistory of uavel if the agency has a database The raconnecuor approach wili not ke
nzcessary once the network has quajity of service guarantees

Another way © connect 3 PC will be w0 use a cable-modem that uses the coaxial cable normally used for
analog TV transmission. Early cable systems will esscqaually wm the coax into an Ethernet 50 everyone 1n
the same neighbornood will share a LAN. The mos: dufficult problem for cable systems 1s sending data
from tks PC back up the cable system (the “back channel') Soms cable compantes will promate an
aporcack whers the caole 1s used to send data 1o the PC (th2 “forward channel™) and 2 phone connecaon
1s us=3 for ine back coannel The dat rawe of the farward channel on 2 cable sysiem should oz better than
ISON Evenmally we cabie operators wil have 10 do a full upgrade o an ATM-based sysiem using erner
ai] itbe- or  comomauen of fiber and Coax—~however, when e caole or phore companies wul make tus
hugs invesTnent 18 complet=ly unclear ar this pomt I thess buildowts Eappern soon. wen thers will be a
lecse reaucnshio perwesn the Intsrnet ané thess broadbane systems If they don’t happen for some wme,
trer tece broadband sysizms could be an exiension of the interne: wits very few new standaros o be seL

1 tynk e secong scznane 15 very fkely.
Tarss of 132 sigpest developments in the last five years have bezn the growth in CD utles. the growth in
On-Linz us2ge, and the growth in the Internes Each of these had 0 estolish enucal mass oo their own.
Now we sec that these three are szrongly related o each other and as they coms together they will
accslerat= in popularity. The Op-line services busmess and the Interne: have merged What I mean by this
is tmat every Op-line servics has to sumpiy be a placs on the Intemnet with extra value added. MSN 15 not
compenrg with the Internet althdugh we wall have to explain o cenéznt publishers and users why they
szoulc use MSN mstead of just setung up their own Web server, We don't have a clear enough answer 1o
tkrs quaston today For'users wto cenzec 15 1= Inteset sooie way cizer thar paying us for e
coonecucn we will have to make MSN very, very mexpensive - pemaps fre=, The amount of frez
informatcer avadable today on the Internet 15 quite amazing  Although there 1s room 10 use brand names
nd qualiy to differentiate from fres content, this will not be casy and it puts 2 ot of pressure to figure out
bow to g2t adveruser funding Evea the CD-ROM buswmness will be dramancaily affected by the Internet
Encyciopedia Britanica 1s offenng their contznt on a subscripuon basis Cmemania type mformauon for
al the latast movies 1s available for irec on the Web including theater informauon and Quicktune moves

raxers

Competition
Our wad.ucnal compeutors are just gatung involved with the Int=rmet Movell 1s surnsingly 2bsent given
the imporiance of networking 1o therr posiuon however Frankenzerg recogmizes its mponance and is
driving tham in tha: direction. Novel! has recognizza that a kev mussing element of ine intenet 1s a good
direztory service They are working with AT&T ana cther phone comzanies 10 use the Netware Direciory
Serviee to fill this role Tins represents a magor threat 10 us. Lows 1s already shipping the [ntemnoizs Wen
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Fubusner whicn replicaes Notes databases into HTML Notes V£ meiudes secure Internet prowsing n 1is ——
ss-ve-zna chient IBM 1aciudes Ioremnet connzcuon throueb its network tn 0S/2 and promores that as 3 gct
hev feaivre N <) :
Mg
Scme coroeutors rave a muca deeper nvolvement i the intemet than Microsoft. All UNTX vandors are s g
veasfitng (rom the Iniemet since e aefault server 15 suli a UNTX box and not Windows NT, parucularly -z —
[N
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for high end demands. SUN bas explout=c this quie effecuvely Many Web sues, 1acluding Paul Aller's
ESPNET. put a SUN logo and link at the botom of their home page in return for low cost bardware.
Several universiues bave “Sunsites™ named besause they use donated SUN bardware”SUN's Java project
involves mmmg an laterne: client 1o a programmable frameworh. SUN 18 very 1avolved in evolving the
Intemez 1o stay away from Microsoft On the SUN Homepage you can find an mten iew of Scott McNealy
93 Joon Gage where Scott explans that if customers decide to give ons product 2 higt markes sbare

MW indows; that 1c not caprahism SUN 15 promoung Sun Screen and Houava with agaressive busiress ads
promising that they will beip companies make monsy.

SGI bas also been adverusing thewr leadership on the Internat including servers and autbenng toels. Ther-
zds are very business focussd. They are backing the 3D image standard, VRML., whick wil! aliow the
Internes 10 support virwual reality type shopping, gaming, and socializing.

Srowsing the Web, you find almost ro Microsoft file formars. Afte- 10 hours of browsing, ] bad not sses a
sagle Word DOC, AVI file, Windows E=XE (other thar conient viewers), or other Micresofl flie formac
I gid se= a great numeer of Quickume fues. All of the movie studios use them o offer film traiiers. Apple
beaefited oy baving TCP supporn before we did and 1s working bard to build 2 browser that built from
GgeaDoc comporents Apmie wall push for OpenDoc protocols to be used on the Internee, and 1s afready

cff=nng food server configurauons. Apple’s sirength n sducatzon gives them a much sworger presence
on tng intemst that their general market share would suggest.

Anotaer ropuiar file format on the Iateme? 1s PDF, the snor: name for Adobe Acrogat files Even the TRS
often tax forms ir PDF fermac The hntauons of HTML make it unpossitis w creats forms or cter
cucusents with mch layoet and PDF has become the standard asternause  For now, Acrobat fies are
rea'l; cnly usefui if you pna: them out, but Adcbe 15 invesung beavuy in this tecinology and we may ses
k15 change soon. v

Acrooat and Quickume are popular on l.b" network because they are coss pladorm and the readers are
free Once a format gets c.su.bEshed lus czm..lv dlfﬁcul: fnr another format 10 come along and even
become equally popular ,

A new compettor “bom™ o tac Intemet 1s Netscape' Theéir browser is dopunant, witk 70% usage share, .
al,owing them to detarmune wiich network exwenstons will catch on They are purswung 2 mulu-pladiorm

sTatsgy woere they move the key API wnto the client to commoditize the underlying operatng system.

Tucy pive 2trscled 2 numoe- ot public petwork opesatars (o use thexr platiom to offer informaucn and

direccry servicss. We have to match and beat therr offcnngs including working with MCI, newspapers,

and other wno are considenng thewr products.

Ore scary possiothty being dlscussed by Intarnet fans 15 whawer they should pet together and create
scmening far less expensive than a PC wh:ch is powerful enough for Web browsing This new platform
woul¢ cpuemize for the datatypes on the Web Gordon Bell and others approached Intel on this and
dec:ded Intel didu’t care about a Jow cost devics so they suried suggesung that General Magic or another
operating syster with a non-intel chup 15 the best solution

MS98 0112876.3
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Next Steps
[a highliznung the importance of e Internet to our futare I con't want to suggest that [ am alone n
szang this. There 1s excellent wock going on 1n many of the proguct aroups Qver the last year, 2 number
cf peopie have championed embracing TCP/IP, hynerhinking. KTML, and building cheats, tools and
servers thal compete on the Inemst However, we sull have a lot to do. | want every product plan to ury
ang go overboard on Internet fzatures One element that will be cnucal 1s coordinaung our various
acuviues The coallengesopporiumty of iz Intemet 1s a key reason behtnd the recent organizauon. Paul
Mariz will lead the Platform group 10 define an integrated strategy that makes it clear that Windows
masunss ars the best croice for the Intermst This will protec and grow our Windowsasser Nathan and
Pztz wul lzad the Applicauons and Content group to figure out how 1o make money providing
arplcaucas and coneent for the interme: This will protect our Office asset and grow our Office,

1028052
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Consumer, and MSN businesses. The work that was done m the Advanced Technology grour will be
extremely important as it 1s integrated 1n with our products

V¢ must also mvest i the Microsoft home page, so «t willbe clear bow w find out abaut cur varous
products Today it’s quite random what 1s on the Lome page and tne quakiy of informaton 1s ve-y low I
you look up speechics by me all you find are a few speechas over a year old Ibelieve we latemer wul |
become cur mest mportant promeuona! vehicle ard paving pacple to include hinks w oer kome pages w.ll
pe 2 werthwhile way to spend adverusing dollars. First we need to make sure that great informauon 1s
available One examplc 1s the demonstrauon files (Scresncam format) that Lotus includes on all of thewr
procuacs orpanized by featurs. I think z measurabie pan o qur ad budget should focus on the interner
Any info-maucn we create - woite papers, daw shests, eic, shouid 2!l be done on our Internet server

[TG ne2ds to ke 2 hard look at whether we should drop our izasing arrangements for data lines t6 some
counines and sumply rely on the Intemsy

The actions required for the YWindows platform are quite broad. Paul Maritz 1s having an Internet

retreat in June which will focus on coordinating these activities. Some critical steps are the
following:

1 Server. BSD 1s workung on offz-ing the best Intermet server as an mu:gm'zd package Waenesd o
undarstand how W make N1 boxes the higoest performance HT TP servers Perhaps we should have a
project with Compagq or someone else o focus on this Gur iual se~ver will bave gocd performance
oecause it uses kemnel level code 1o Blast oyt a flie We n ed a ci=ar story on whether a kign volume
Web sue can use NT or not becauss SUN 15 viewed as (52 przmeay choice QOur plans for secunty nesc
to be stengthened. Ower Backoffics pizcas like SMS and SQL server also neea o sty cut in front i
work:ng with the intermer We nezc o figure out how OFS can nelp perhaps by allowing pages o be
sicred as objects and baving properues added. Pechaps OFS can help with the coalleage of
ma:ntamng Web souctures. We ne=d 10 establish distributed OLE as the protocol for Intemet
programmung. Our server offenings n=ed m beat what Netscape 1s doing ncludmg bilhing and secunty
sLopor There will be substancal demand for brgh pesformance rransactions servers We need to
make the media server work acress the Interner as soon as we €an 4s ReW prowocols are established. A
m2jor oppormatty/challenge is directory. If the featres required for Intemet directory are not in
Cairo or easily addabie without a major Telease we will m:ss the wmdow t© become the world
siandard in directory wath serious cousequen'ce.s. Lotus, Novell, and AT&T will be working ogsther
to trv and establish the Inwernes directory. Acuually gemng the content for our duwectory and

populanzing 1t couid be done in the MSN group.

Client. First we need 1o offer a decent chient (O*Hare} that explous Windows 95 shortcuts. However
tees 2lope won't get people o switch away from Netscape. We need © figure out how to integrare
Elackbwrd, and help browsmg mw our Ineerpet client. We have mads the decision to provide
B.zckbird capabilites openly rather than ue them to MSN. However, the process of getting the size,
speza, and integrauon good enough for the marker needs work and coordination. We need o figure
out addironal feamres that wall allow s to get ahead with Windows customers. We need to move all
of our Internet value added from the Plus pack inw Windows 95 itself as soon as we posstbly can wath
amayor goal 10 get OEMs shipping our browser preinsaalled This follows direcdy from the plan o
miegrate the MSN and inemet chients. Another placs for inizgrauon 1s (o ehiminaic today s Help and
reniace 1t with the format our browser azcepts inciuding exploiing our umqus ex(ensions s there 1s

2L.ower reason Lo use our browser We nzed 10 detemmine ow mary browsers we promote Today we
have O'Hare, Blackbird, SPAM MediaView, Word, PowerPomt Symettry, He:p and many others
Witsout unificaucn we will loss 10 hetscape/Houava

K]
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Ove- urne the shell and the browser will converge and support lierarchicalisuquery view g as well

as gocument with links vicwmng The former ts the stuctured 22preach and the later allows for ncher
presenizuon We need to estabush OLE protecols as the way ncn documcnts are shared an the

Interne< I am sure the OpenDoc consoruum will uy and bleck dus . M 1028053
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3 File shanng/Window sharing/Multi-user. We nesd o grve 2w3y clhiznt code hat enceurages
Windows speafic protocols to be used acoss the Int=mnet. It should be very easy to set up a server fer
file shanng across the [niern=t. Cur PictureTel screen shanag chieat 2llowmg Window sharing sbould
work easily across the Interne. We snould also consider whether (o do someathing with the Citnix coge
th allows you to become 2 Windows NT user acoss the Nerwork 1t is difersnt {roo the PrcwreTe,
apgproack because 1t 1sn™t peer (¢ peer. Instead it allows you to be 2 remote user on a scared NT - °
svstem By giving away the chient coce to support all of ibese scaranos, we can s i sacw that a
Winaows machine on the Int=met 15 more valuable than an arbitzary machne on he nst We have

immense leverage because our Chent and Server AP siory 1s very strong  Using VB or VC 1o write
mntzrnet apphicauons which bave thewr UT remoted 1s 2 very powesrful advantags for NT servers

& Forms/ Languages. We nzed to make 1t v'c:y easy w dssign a forn that preseas wself as an KT ML
page. Today the Common Gateway Interface (CGI) 1s used on Web servers w give forms “hebavior
but 1ts quite difficult to work wita BSD 1s defining a somewhat better approach they call BGi
Fowever we need 1o integrate all of this with our Forms3 surategy and our languages [f we make 1t
€asy Lo associate controls with fields then we get leverage out of all of the work we are doing on dac
tinding conwols Efforts ftke Fronuer scfiware’s work and SUN"s Javz are a2 major chall=ng= 10 us
\We nesd o figure out wnen it makes sense te downloaa controi cadz to the clicat incruaing a secunty

acproach to avoid this peang a vus hole.
£ Search engines. This is related w the chiznt/server suratsgies Venty has done g00d work with Netes
Newscape, ATET and many othess to get them to adopt tieir scaieable txchnology that czn deal with
iarge text databases win very Inzge numbers of quenes agamnst teem We need 1€ come up wit 2
s:a'.eg}- 10 bring togetker Office. Mediaview, Help, Cauro, and MSN Access and Fox 6r not suppor
texLincexing as part of thew cuediss today which s 2 mayor hole. Only wren we have an inegrated
straagy will we be able to desrcune if our m- house 2fforis are adegquars 07 0 what cogree we need o

work with curside comn..mes Like V..nl.y

¢ Formats. We need 10 make Sitre we output mformation from all of our pmducrs in both vanilla
HTM.. form and m the 2xendzd forms that we promote. For exzmple. any dawubase reports should bz
navigabie as hypenext dotuments ‘We riced to décide-how we are going to compete vith Acrobat and .
Qu:zkume since nght now we arch't challsaging them It may be worth invesung 1o oplmiziag our
file formats for these scenanos.” What is'Gur competitor © Acrobat? It was supposed 1o be a

oo oinanon of extended mewfiles and Word but these plans are 1nadequare. TE= formar 1ssus spans

ths Platiorm and Applrcauons groups.

7 Tools QOur disparate wols efforts n==d 40 be brought topether, Everything needs w focus on a single
integrated development environment that 1s extensible mn an object onented fasiion Teols should be
archrtected as extensions {o this framework. This means one common approach o
repositary/projects/source congrol. It means one aporoach to forms design. The environment bas to
suppont sophisocated viewing opuons like umelinss and the advancad feawres Softimage requuires
Our work has besn separated by independznt focus on on-line versus CD-ROM and swructured display
versus anmmnated displays There are difficult tecnnical ssuss 1o resoive If we start by loohing at the
runume piece (prowser; ! think this will guide us towards the ngoi soluuon with the wois

28765
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The acuons required for the Appiications and Content group are also quite broad. Some critical

steps are the following:
[ Office. Allowng for collanorauon across the Internz: and allowtng peoste to publiss tn our e
{u-mats tor both Mac and Windows wuth [ree readers 1s very imporiant This won't happen without
snecific evangehizauon DAD bas written some good documernis about Internet features Word could
100ls «f 1t doesa’t become faste- and more WYSIWYGefor HTML Thare
1ozsosﬁ
- NFIDENTIA

los= out to focused Inermne:
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15 a crucial suategy 1ssuc of whether Word as a contarner 1s a st superset of our DataDez
contaners alfowing our Forms sirategy w0 embrace Word fully.

MSN The merger of the On-line business and Internst business creates 2 major caallenge for MSN

It can’t yust be the place to find Microsoft mformauon on the Int=met It bas to kave scale and
reputaton that it 1s the best way 1o take advantage of the Internet because of tie value added A lotof
thz coment we kave been atracung to MSN will be availabie i equal or beuer form on the Internet
5o we n22d to consiger focusmg on areas where we can provide something that will go beyond what
the Internet will offer over the next few years Our plan w promots Blackbird breadly takes away one
eiement thar would have besn unique o MSN. We need o strengthen the relauonship beiween MSN
and Exchange/Cairo for mail secunity and dur=ctory We n2ed o dezsrmine a set of servicss tha: MSN
leads m - monzy warsfer, directory, and search engines Our high-end server cffenings may reguere a
specific relauctship with MSN - -

~

¥ Consumer. Consumer has dene 2 locof tanhmg abou: the use of on-lice for 1ts vanous tdes On-line
15 g2 for annuity revenue and eluminaung the problems of kmied shelf-space Hawever, 1 also
lowers we bamners 1o entry and allows for an immense amount of frec formauon, Unformnatsty
toaay an MSN user bas © dowmicad a huge browser for every CD utle making it mere of a demo
capabiity than someihing a lot of peaple will adopt The Internet will assure a larse aud.ence for a
troad range of utles Howsver the coallenge of becoming a leader i any subject area m terms of
cuality, deptz, and price will be far more bruwaf than todays CD market For each Glsgory we are in
we will have to decide of we can be #1 or #2 i that category or ge: out A oumber of compeutors will
Lave naru acvanmges pecause of their non-elecronic actviues

4 roadband media applications. With the sign.ficant ume before widescale 1TV deployment we necd
to look kard at whren applicaunons can be dehivered 1n an 1SDN/Iaternet environment or 1n a Satellite
PC environment We ne=d 2 stategy for big areas Like directory, nicws, and shoppmg  We need o
czads how to pursue local mfcm.auon The Cuys.ape prajeG. bas 2 lotof promuse but only with the
ngot parmears

LI

L.ectronic commerce. Key elemenss of elecoonic commerze mciuaing secunity and budling need o be
mzgrated o our platiorm straesgy. On-hne ailows us to také s new approach that should allow us to
compete wuth Inwt and cthers. We need o think aeatvely about how to use the miermet/on-line
werld w enbance Money. Perpaps our Automauc taller machine project should be revived. Perbaps 1t
maxes sepse 0 do a tax business that onfy operates on on-line. Pethaps we can establish the lowest
cest way for people w do eleconic bill'paying Pechaps we can team up with Quickbook compettors
to provide integrated on-hine ofienngs Inenit bhas mads a lot of progress 1n overseas markets duning

~

the last six montks All the financial msutuuons will find 1t very casy to buy thz best Intcrnet - —
teconology tools-er us and others and'get into this world without much wchmical experuse. = E
A 5
- =
=
The Future ® b
We enter this new era with some cousiderable sirengths Afmong them are our people and the broad E %
accepuance of Windows and Office [ believe the work that has been done i Consumer, Cauro, Advanced =
Technology . MSN, and Reszarch posivon us very well 1o lead Qur opperiunity to take-advantage of these
Invesiments is ceming faster than 1 wourd pave predicted The electronic world requires all of the
cveciory, secunty, inguisuc and other technotogies we have worked on It requures us (0 do even more 1n
these areas than we were planming to There will be a lot of uncertainty as we first embrace the Internet w g
anc then sxtead n Since the Internet 1s changing so rapidly we will have 1o revise our straiegtes from 25
ume ¢ ume and have better mntzr-group commumcauon than ever before - &3 'E
Gur products will not be tre caly things changirg. The way we distnbute mfermation and soltware as 2'5'
we 1as 112 way we cocunuricate with and support cusiomers will be chaniging We bave an opponunicy (¢ z,_’:
_ z
) - . u —

(
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do 3 lot more with our rescurces Informauon will be dissemnared efficiently berweer us and our
customers with less chance that the press miscommunicates our plans. Customers will come 10 our “botne
page” 1 unbelievable numbers and find out everything we want them to know. -

The next few years are going 1o be very exciung as we tackle thase challenges and opportuniues The
Internet is a udal wave It changes the rutes. It 1s an incredibie opportuaity as well as mcredible challenge
1 a: looking forward to your input on how we can wnprove our strat=gy 10 connaue our Lack recard of
incredible succass.

HygperLink Appendix

Related reacing, double click to open them On-bine! (Microsofi LAN only, Internet Assistant is not
resutred for this parz!!): ) ,
«  Gordon Béll on the Intermet email by Gordon Bell
«  Affordable Compuung: adverusing subsidized hardware. by Nicholas Negroponie
« Brsflecore Notes on VRML & Foi Java email by Wilham Barr
= Nores from a Lecture by Mark Andreesscn (Netscane) email by Willlam Barr

s Appbcavar Statseies for the World Wide Web by Peter Pathe (Contains many more links!)

eiow 15 2 hotust of Internet Web sies you might find interssung. I've mcluded it as an embedded HTM
file whuch shouid be readable by most Web Browsers. Double click it 1f you're ysing 2 Web Browser like

O’Hare or Netscape.
|
HotList hem B

A sscond copy of these links 1s below as Word HTML bnks. To use these lenks, you must be rurning tne
Word lzernet Assisiant, ane be conneciec (o the Web

Cecl Cool, Cool.,
The Lycos Home Page

Yahoo

RealAudio Homepage
HatWired - New Thinhing for 2 New Medinm

Competitors

Mrcroenft Corparatinn Warld-Wide.Web Server
Welenme Tu Oracle

Latus on the Web -

Novell Inc World Wide Web Home Page

Svmantee Corporatian Home Pasc

Burland Onhine
Thsnev/Buena Vista
Paramnount Pletures
Adobe Systemis Fnenr ted H Paa -
{ Y4 cnrpara ame Paae M 1028056

MS98 0112876.7
CONFIDENTIAL

MCl
Sorv Online

" CONFIDENTIAL
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Sports

ESPNET Zone
The Gate Cybersparts Page

The Soarts Server

[.as ¥epas Sports Page
News

CRAYON

Mercury Ceater Home Pape
Travel/Eniertainment

ADDICTED TO NOISE
CDnow! The Internet Music Stare

Travel & Entertsinment Nerwnrx home page

Yirtnal Tournt World Map
Crty Net

Aulo

Dealernct
Popular Mechanics

8
MS98 0112876
CONFIDENT1AL

M 1028057
* CONFIDENTIAL
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