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Microsoft Memo

To: Jer # N,
From: i
Date: Ma , 1991

Subject: Europe Trip Report

c: Bill Gates, Mke Hallman, Bemard Vergnes, Chris Smith, Richard Fade,
Ron Hosogl? Jeff Lum, Tim Beard

Received a very positive update on the German Win and Win apps market. ADi is the exclusive
distributor for the Asymmatrix Toobox and is bocalizing k. In addition, they used It to write
muttimadia apps and combined & with their own database technology. it's amazing how this

. improved speed. Paul Allen should look at this. On a side note - my old friend Mark Ursino, now
Asymmetrix Marketing Manager, seems 10 be as unpoputar as ever according to AD! and internat

Asymmetrix feedback.

CeBIT - Hanover, Germany ‘
The show now consists of 20 hafls and next year will be expanded to 24 halls. They had a new
record this year with 570,00 visitors In attendance. MS had four well-organized booths. Most
impressive was the ISV booth. The main boath, MAC and LAN Man bocths were well attended.
Business climate was upbeat : 12-16% unit growth to be expected, but a lot of disappointment in
Eastemn European business oppeortunities. it will take §-6 years 1o see the fruits of any
investiments. The USSR migtt not be in for good business for another

- 10 years. East Germany will be healthy in 2-3 years. (it takes one day to make a scheduled
phone call into the Eastern part of Germany, meaning no communication infrastructure). At the
same time, skilled and motivated labor does not exist. Fifty years 6f communist government ook
the desire to perform out of the country. Do we need to revisit our localization strategy?

Moast impressive: TFT color laptops from Sharp, Toshiba, Amstrad (7.5K$), and Aquarius'.

- Ultra-thin Notebook as well as Amstrad's "Mac-killer”, C On‘!:(lagié'}” AL

KEY CUSTOMER VISITS
{ missed Schneider and Compass due to a delay in Frankfurt. Man{red needs to follow up with

Koester (ex Schneider now part of Compass), a dealer chain assodiation which is planning to
build their own PCs.

Jandon

Tandon is still growing 20% per year, very professional and healthy. Doing 30% of alt Tandon
sales. The bad news: they signed up to distribute Solborn SPARC stations in Germany and i
successtul, they will do 50 in other European countries. We need to change their thinking after
the MIPS announcement. They would switch if told by their US headquarters.
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Zenlth

Zenith has completely reorganized and changed all sales & marketing managemert in Germany.
They are fighting to come back. and still being profitable, the local VP was able to survive. More
Important was the message that they are happy with the management changes at HQ and that
they now have more input on product directions. 70% of Zenith's total business is now done in

Europe.

DBl
Germany Is their best county worddwide. Lots of Talwanese clone manufacturers and Vobis are

present with DRI bundles. Wa will have to target them one by one. Interviewed a DRI persen
who wants ta switch sides, will follow up with JoachenH. .

{nterview with Bainerk
CWedell asked for my opinion of whether he could do the German PSS manager job. ¢

supported his recommendation after taking to him. From the interview and some discussion with
the OEM managers, i was obvious that we need a unified European PSS concept. This is
particularly true for large account customers when supporting mission-critical apps. These guys
shop for the best prices and have started laughing at our European inconsistancies.

WORKS

Still complaints from Juttad that CBM and Schneider are violating distrbution agreements. |
contronted the CBM GM and he admitted that this had happened but had been corrected. in
Schneider's case, | asked GmbH to buy packages without hardware to give us some proof. We
.should terminate their WORKS license if true - being the sacond offense. Jochenh told me that
alt these OEM bundles in Garmany are generally helping his WORKS sales.

Aquarius

Aquarius sold 40K units in their first year of existence. Confirmed that 386SX is the bast selling
PC type in Germany. They upped their commit to 60K and shook hands over a new 25Mmper -
year deal giving us $40+ per system. | committed to pay for 20K of advertisements in local
catalogs for making DOS 5.0 popular and fighting DRI. Because they had bought FG DQOS and
WIN before they started shipping royalty based products we forgave them 150K of min commits .
Their ultra-thin notebooks is interesting. It contains DRI ROM-DOS from Taiwan, but they will
force their vendor to change to MS-DOS.

Ronh please make sure that Taiwan OEM lollows up.

Pretty bad if true:

They are working closely with Suja in the USSR and claim they have sold them 65K PCs in
components to be assembled locafty. The Russian company informed them that they had signed
a deal for $2 for DOS equivalent in Rubles. We denied that such a contract exﬁféam_a?ked

for . 1 will follow up with D X
2 com: Tlclow up wh Delech CONFIDENTIAL

Peacock -

The usual *you do net love us” complaint. | promised o visit them in Paderbom in May. They
are interested in partnering with us on some integration projects. Key point: 1BM is hurting us.
Noveil is being positioned by the 1BM sales force as being “it*. (This was confirmed by 3-4 other
OEMs). 0Sr2 is an IBM proprietary system etc., etc. They and others asked us 1o do a better
PR job in the US and locaily 1o make our story more believable. They told us we as a software
company are missing the boat by not having 3 NOTES typae product today and a low-end

LAN Man solution.
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Yobis
This ls a company owned 20% by Kauhol which in tum ts owned by METRO. Thare was tak in

Hanover that an additional 20% might be soid to Kauho! by Theo Liefen, their founder. We met
hirn twice to discuss the new contract. it contains a WIN and WORKS license for all their
systems to be expected lo exceed 200K units this CY making them number 2 after iBM. And i
includes a DOS 5.0 “trigger license which makes them pay for MS DOS three months after they
receive the OAK. Liefen denied that he ever agreed to this. (From my DRI cortact, | knew that
he had extended his current deal by 50K units- thus putting him under pressure). With Manired
not being prasent because of his lag surgery, we agreed to meet again the next day to resolve
the issue.

Interesting enough, Amstrad and other German companies have been noticing Vobis’ success
and #s' DRI bundiing. Liefen himself mentioned to us that he could influence DRI in their product
development, efc. After taking to Mandred, it was obvious that Liefen was reneging on the deal.
Round two: | took the opportunity to negatiate in German, sign our offer as Is - this is an agreed
upon package deal or it you change any component, we will too. Second option: scratch the
DOS clause, pay $35 for Windows instead of $15. You have until 04/01/81 to consider. [ no
contract is signed, selze shipping Windows by 05/01/831. They are shipping without a license (1) -
submit royalty reports for WIN and WORKS and pay up. (They have a vafid WORKS icense at
$25). The proposal showed impact. They threatened with GeoWorks, Lotus, etc. We asked if
the DOS price was an issue - he answered no. We parted as friends - believe it or not, Manired
wilt follow up with a letter and a phone call and | have a bet with Jeff that they will sign as is. In
my judgement they will hurt if they do not ship WIN and paying $35 for it is out of the question.

eg
Very amiable meeting regarding marketing plans. They are departing from ESSEX their parent
company. Told us that IPC Spain is in financial trouble, | informed Ignacio.

Compaq. Gmbh

Got to know two new GMs and confirmed the European MIPS anncuncement. Great response
so far to their Ballpoint promo. Healthy business outlook based on top management meetings
with large accounts at Hanover.

Schneider and Koch

A true disaster meeting. They are one of the leading network software sellers in Germany with a
30% market share. They still are without a 2.0 German LAN Man OAK. One reason was the
delaying of the 2.0 amendment by them and second the amendment being held up in legal
because of sloppy preparation by Gmbh. They did praise K_H. Breitenbach and his support, but
GmbH management - having closed an exclusive distribution agreement for LAN Man (would not
have happened at my time) - refused to authorize thelr dealers for 6 months. Meanwhila, they
are sefling Novell - how stupid and armogant can we get? | promised them help by sending an
OAK asap and told the German guys to allow them to ship product from their warehouse included
in their box in the interim. | hope they can work this out. They asked for a distribution agreement
and | told them to work with Gmbh. This might not be possible locally until the exclusive deals

runs out by year end. HIGHLY
Amstrad . CONFIDENTIAL

Wa took them out for a nice lunch in a truly nice place. After the usual "lower your prices™ and
how well they did their WIN shell without paying 1M$ to MS development, we were able 10 break
theice. Again, not encugh resources to serve and nurture them, let them belfieve we do not care.
They are serdously thinking of shipping DR DOS 5.0 for their German 8086 PCs starting in
October - because Vobis does it. They are designing a new low-end and high-end product line
and are asking for our help. This time they will get #. We exchanged some market info and they
were impressed by how well informed wa were. We succeeded in interesting them in Pen-WiN
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based PC design and recommended doing this before they start a MM PC. They agreed -
Maicolm was actually really excited about it.

! believe the DRI Issue can be put to rest if they see a true effort. Maicolm and myself
established a good rapport. | am going to make them my European “pst” account.

M
Mat with their new GM. This was the third time he has worked for CBM. Lots of energy and

drive. He is tuming things around. 35% of total CBM sales is in Getmany. They are still selling
300K 64's and more than 200K Amigas. Thelr CD-ROM video is catching on. & is basedon an

Amiga 500 chip residing in a remote control - 2 great player as most customers believe and very
easy 1o operate. Tandy, you might get kitled! GmbH will follow up with some educational sales

opponundies.

Stemens

Feldman and Dewald asked a lot of questions regarding OS/2, WIN pasitioning, why MIPS, and
how real is LAN Man? { confirmed our MIPS plans and answered their questions. Again they
raised the issue of a completaly confused market and IBM going around trashing us. Wae invited
them to the planned May brafing. Their first R3000 based MIPS machina will be a WS followed
ty a MP machine - incompatible for us. Thay will do a R4000 machine asap. {nteresting enough
they feel pretty sure that MIPS will ship "error free™ CPUs in Q1 CYS2 at the earfiest. One year
too late - by then SPARC 3, a better PA chip, and the next RS 6000 will be out. This means no
free lunch for the MIPS consortium. We might have to fight harder than expected. They are
developing banking apps by using the PM interface. | confumed that 0S/2 3.0 will conserve the
PM interface but I think they understood clearly to move to WIN 32-bit asap to have their
investment secured in the future.

They were disappointad about our dying mailsefver cooparation but want to do development
project with us. | said pick a small one and we can start, build trust and get it done. | will make
this somebodies project. All in all a very amiable and constructive meeting.

HIGHLY -
EUBOPEAN OEM REVIEWS ~~aEImENTIAL

General issyes .

European OEM sales are complaining about ¢ur LAN sales force taking the business direct.
Some countries seem to have a hit ist {o replace OEM sales and not Novell sales, Schneider &
Koch in Germany is miffed, so is Siemens. Looks like the sales force is not always following the
rules of engagement - no surprise to me! Time to reinforce?

Sweden

No surprises. Victor wants 10 exiend contract locally to secure support. Tandy will have to make
a decision. Nokia had a bad quarter and the outiook is flat. Nokia is another miffed LAN Man
OEM who has expressed shipping FG instead of OEM product. This could be complicated if
European distrbution agreemants are not welcome and subs do not cooperate when small units
are being purchased.

We need a cheaper 400 BP OEM Mouse to stop Logitech gaining market share (and reduce
retail pricing).

UK

Seeing more Notebooks designad/imported with DRI ROM-DOS. DRI's main thrust in the UK is
{o sell Aex-DOS and CPM to imbedded system vendors. Business outlook is solid, only UPB
problem with Torus and Apricot - both are being addressed. Biggest issues - resources: we
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need dedicated administrative support for SandyD's group and should add at least one additional
AM for FG & DOS. Ws ane missing opportunities. Ideally we hire a Pakistani or Indian person.

Erance

Rumor has # that ailing Goupll is being bougtt by Siemens/Nixdodf and Fujitsu is interested in
Sigmens/Nixdor! who s hurting financially. Expect Goupil to ask for min commit refief. ChrisA is
leaving the group to work for PascalM. He's frustrated with running a shrinking business. More
about this later.

Spain
ignacio asked for resources to service Invastronica who is getting PCs through Chi Leng. | would
not recommend this. .30 OEM pecple are enough for his royalty business. -

Holland .

Tufip did not do a LAN Man deal because of our retail distribution. They are considering dropping
0S/2 as well. (Want to buy FG instead). This woulkd mean they can buy LAN Man for direct
sales only according 1o our local poficy. But Tulip sefls through resellers. Bemard, make sure we
do not cut a local deal which violates your paficy.

Haly

Businass is within expectations. Ofivett! needs mora attention as you can see from their recent
lettar. Maurb Is going to get a fulltime AM in July - finaltyl He should quit dealing in MSU issues
as well and { am unsure why he spends so much time with BSA activities. Their FG-DOS volume
is extremely low and time spent here might increase sales. We should mave Larip into the
‘Redmond OEM group. 95% of her time is spent on Olivetti support.

Waorse than Japan is my only commaent:
In talking to CWaedell and JoachenH, it is clear that thay want to replace Manfred, but this is nat
enough. They just do not and cannot take on the number of customars they need to serve. The
group’s admin sells FG-DOS over the phone and does not give sulficient admin support to the
rest of the group which delays contracts by 3-6 months (no kidding!) and/or delivers sloppy work.
With 20M$ business, they need one {ulltime manager, four people plus a dedicated admin. They
have 1/2 manager lor OEM (oyalty business, 2 AMs and .25 of an Admin at the most. During
mid-year review and addtional HC was rejected - why? The same resource shortage exists in
the FG-DOS sales team. They cannot serve 250 {going to 350) customers with 2-3 people, 1t
takes at least 5-6 to sarve and nurture them. This is a 20M$ business on its own, why cant
anybody else sea this? The result is a demoralized sales force being swamped with customer
request who are unabla to raspond timely and as a result only in Germany does DRI has a
stronghoid! Bemard please take tote and decisive actionl

HIGHLY

QEMin Eurgoe CONFIDENTIAL

A. Communication with customers needs to be improved by direct mail and an instaftation of a
FAX server sefvice. At the same time, | see a need for a semi-annual OEM briefing. We will
stant 05/31/91 - 12 months between the US meeting and a stretched sales force just does not
get the job done.

B. OEM is seen as being a non-atractive group. Stock options are not used properly to attract
talent and keep . Some peopie complained that their increases and options were decided
by local management who does not understand or appreciale what the OEM sales people
are going. Greal input. | willinsist for the next review not only 10 send you my evakuation but
close the loop to review what local management proposes. Some people even thought that
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reponting directly to Jetf would ba the best solution. | tend to agree, why not oliow the
TISMSY model?

C. Because of our resource shortage we dont stand a chance to support customers in

specialkey project situations. | will dedicate some HQ marketing headcournt lmmetﬁate!y to
work on some kay project with European customer and the product groups.

HIGHLY
CONFIDENTIAL
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