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Goridon v. Microsoft

Erik Stevenson (LCA)

From: Mcshe Dunig

Sent: Monday, February 24, 1897 1107 PM

To: Bilt Gates; Paul Maritz; Jim Allchn (Excrange)
Subject: Memphis IEU focus groups report

The focus group report in the mail below is long so [ just selected the paragraph that seemey
especiaily interesting:

«  Most of our IEUs were Navigator users. They said they would not switch, would not want to-
downiaad IE 4 to replace their Navigator browser. Howevar, once everything is in the OS -
and right there, integrated into the OS, ‘in their face’ 5o to speak, then they said they wouid
use it b/c there would be no more need 1o use something 'separate’. The stunning insignt is
this: To make them switch away from Netscape, we need to make them to upgrade to
Memphis. The good news: There is enough value in Memphis that they would shell out
even 389 for the upgrade. Due to methodological restrictions we will test the price elasntcity
further in a quantitative survey.
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From:

Chistian Widfeuer

Sent Mndlz February 24, 1957 10:28 AM

Tal Adaen ayiar Cart Stark: Jefl M. Johason, Bill Veghte: John Gray, David Witliams (POSD). Ed Stubbs: WIN
Marketing Go

Ce: Rich Tong; _Bo;;g Chase*, Reb Schoeban: Beb Foulon; Jessics Vanua, Yusuf Mendi, Lo Shuner. Chnstan
Wicteusr

Subject: Marnpois EU focus groups report (long mail)

Here is a summary of the second round of Memphis focus groups. This time we had 1IEUs who
bought Win §5 within the first manth of its release. Bobfou, feel free to add comments from
your end.

Our objectives wera to:

17 Test the compeilingness of the Memphis feature set based on the latest thinking in this
area

2) Find out whether IElls wouid recommend to buy Memphis (this will be key!)

3} Test naming (Windows 98 vs. Windows 5.0)

4) Test positioning based on what we leamed fram the focus groups last time

§) Test the IE 4 positicning based on the iatest drafts from the E team

8) Find out how people perceive Mempnis vs. IE 4

7) Get za first idea of price elasticity :

Summary:

+ The iEUs liked what they heard about Memphis. The features we added to the list definitely
helped them perceive the product as more than an upgrade. The overal! list we presented
{attached below) positioned the product socmewhere between ‘More than an upgrade’ and
‘Next Generation' of Windows, but definitely not just an Upgrade. 1t was also pretty clear
that the intemet is just one more key thing they are now doing on their PC, similar 10 Word
or Excel. They carad a lot about the overall feature set, and would be disappointed, if IE 4
were assentaily the only new thing in Mempnhis.

+ Afler sgeing the latest feature list and waiching a demo of WebView and Web page
subscrptions they said they would definitely buy the product and recommena the product
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1o other users. interestingly, only a minarity would cownioad (4, even if it will be free anc
avaiable a couple months befare Mermgnis. Most of them saig they wouid rather ouy he
whaie package. They generally attnbuted Wenoview more 10 Wincows than i IEJ4 desane
the fact that we repeatedly pointed out they would get this new interface witn IE 4 It seems
:5 be too muzh of 3 dramatc Ui change’ ithey LOVED ) that scmehow 1o ‘rem th's s 3n
attribute of the OS.

Most of our IEUs were Navigator users. They said they wouid not switch, would nct want 1c

downlcad IE 4 to replace their Navigator browser. However, once everything is in the CS
and right thera, integrated into the OS, ‘in their face' so to speak, then they said they woud
use it o/c there wouid be ne more need to use scmething ‘'separate’. The stunning insight 1S
this: To make them switch away from Netscape, we need to make them to upgrade o
Memphis. The good news: There is enough vaiue in Mempnis that they woulg shell out.
even §89 for the upgrade. Due to methodalegical restrictions we will test the price eiasucty
further in a quantitative survey.

Therefore, the key takeaway from these focus groups seems tc be clear. ‘We nesd to

strangthen our key asset and our key neand which is Windows to win the Internet war on
the desktop side. If we do a great job with Memphis. for consumers and later NT & for
nesinesses gelivering sotic products with new compeiling features and zongucting great
product launches, we can ieverage thesa assets to convert the Navigator insialled base
and eclipse Netscape's browser market share ieadership. But if we rely on IE 4 alore to
achieve this, we wili fail. Not only will we not overtake them in market share, we would alsQ
give up leadership on the operating system side and become vuinerable targets for attacks
from Netscape (Consteilation) ang the NC alliance.

Findings in detail:

1} Feature set:
Of the new ‘eatures in discussion the following were most campelling (ranked by perceived
vaiue}:

[

Anti-Virus with autoratic updates over the Web, Peopie di¢ not really care what
product this wouid be as long as t's oart of the OS and has Microsoft's niessing'.
‘Self-maintasting PC' {automatic, user-defined system ciean-up and appiication
Jninstall).

Unfoiding contral panel from within the stan menu

Start menu always on {op

Deskiog icon on the task bar (provides single dlick access 0 all the items on the
deskiop area without having to mimmize all apen windows. Reveals all icons, shoctcuts,
foiders and open windows on the desiktap in one menu}

Intemet-enabled game .

Paople did not care about:

- o o v &

Performance Wizard (they do care about faster though. just don't want 1o go rough
extra steps to get it)

Partition magic (surprisingly, disk management was net a biggy for them)

Cesitop Themes as in Plus

winZlP

Image Composer

One extra free menth from an ISP

Web community a la Office 37 {did not catch their interest at afl)

Agding more features to the list for Mempnis definitely helped increase the compellingness of
2
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the product. The overall list we presented (attached below) pesitioned the proguct scmewhere
serween Mcre than an upgrade’ and Next Generation’ of Wingows. but sefinrtely not just an
upgrade. Most compeiling were the buckets Easier, Faster, More Reliable, More seamiess
internet access. and More Powerful. interestingly, the 1EUs were VERY much interestec in
Mare Reliable as in more crash-praof, bug-fixes ete. ln our prior groups this only mattered to
Is.

it will be impartant to point this out as it will be one of the reasans JIEUs will recommend to buy
the nroduct. It was aiso pratty clear trat the Intemet (s just one more thing they are now doing
on their FC. It has aot moveg into the center of their universe. They cared a ot about the
overall feature set. and would be disappainted if that were the only new thing in Mernphis,

2) Will IEUs recommend to buy}Memphis?

The answer is yes, even without all the features we talked about. The new list seemed to be
very rich to them. Some things they did not care about (Multiple disptay support. DirectX,
internet System Update, Web Community}, others were very impontant and impressed them a
iot. such as faster (app load. boot time), easier (they did like WebView quite a bit cespite a
very short 3 minute glimpse only), more refiable, integrated Intermet access, subscnptions with
‘Off-line’ Web access due to caching. .
We have a winner on hand with Memphis ¥ we add some of the proposed new features and if
we make it a big launch. It needs not be as big as Win 85, but it shou!d be similar in scaie to
the faunch of Win 3.1. The (EU's will be the key audience that will give us enough word of
mouth so that fringe users and sacond wavers will also go out, buy the product and jon
Microsaft's Inlemet camp.

3} Naming: Win 35 vs. Windows 5.0

This was very educational. The IEUs were very confused when they hearg Windows 5.0. We
neard the following unaided sannotations:

e Inconsistent to 85

Unclear

| am confused

Next version coming aiter 85 (he added 'they must think they have screwed up the naming
w/85, and people didn'! like the year naming conventicn’)
Addendum (ycu need to have both 85 and 5.0)

Technical

Fix to 85

Mare complex procuct

Upgrade

Faster, friendfier

Customizable and seamless lrtemet

Regression to old naming style

Trash

Knock-off of WardPerfect

Backwaras (why buy this when WordPerfect is already at 7.0}
NT stand-alone versicn

Business use

Means nothing to me, dont know whit that could be
Advanced version of 3.1

Less powerful and smaller than 85

LI

PR TR I I T 2R RN B A R Y Y Y N I

No one made the connect to NT 2.0, and they definitely got very confused on what this product
would be. Onty one guy out of 18 total identified it as the successor to Win 95. It seems clear
that &t would be very cnallenging to call Mempnhis Windows 5.0. Peopie have identifiad
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Wingaws 95 as Microsofi's ©S for the masses and expect future versicns to follow this nam:=3
sonvention.

Windews 98 unaided connotations:
Major upgrade

More naturat, more clear

More fun, mare belis and whistles
Want to know more about i
Crash-proof

64-bit

"I T ]

Simitar to the focus groups Rob Benrett did last year, this was the clear winnar.
4} Memphis positioning:

we tested the following concepts: i _
o Windows 98 is the productivity boosting information highway System that is faster, easier
to use and delivers the best information on the Intemet to you. .
This tested very badly. People thought Information frghway System 15 an overnypea
term and means nothing to them. Ir general they thought this talks toc much about
Internet features. o
«  Windows 98 is even more than an upgrade... faster, mare poweriul, sgif-maintaining, ant
is the best and easiest way t¢ get the most our of the IntermeL.
This tested better. People liked self-maintaining and faster. -
. Windows 98 is the next generation of Windows, combining the best of the Intemet with the
best of the PC.
Here we got closer to what pecple preferred to hear. Some liked next generation more,
some like the combination benefi statement.
« Windows 98 is the upgrade to make Windows more refiable, more powerful, easier and
faster, while giving you the best of the intemet.
This was the clear favorte of our test persons. They liked the buzz words and thougnt it
was a sucainct statement. ‘Giving you the best of the Intemet’ did not ring much of 2
belt though. They thought this does not tell you what you get.

Senerally speaking, people used terms fike faster, saves time, mare afficient. productive,
friendly to describe when they like one of these statements. Most of them thought that the last
one came the closest lo describing these atiributes.

This confirms the resuits from our previous groups (OEM users, fringe users, IS).

Let's recait. in this test we combined terations from the IE team with our famous fast/easy
buzz words. We also tried upgrade and next generation. The fast and easy buzz words are
clear winners, but | recommend o combine themn with Next Generation going forward.
Upgrade is too limiting. People have acknowledged that this is more than an upgrade. Let's
take advantage of that. On the intemet side of the equation we need to hucdie with the 13
team and see where they are. We have enough data now to recombine what works wellina
compelling succinct staternent. Whatever we come up with should then be included n our
quantitative survey coming up in the next couple of weeks.

S) IE 4 positioning test:

At the end of each group we tested the following 3 statements that the IE team is currently
sonsidenng:

+ Intemat Expiorer 4 is the leading integrated sutte that defivers the easy, personalized, and
4
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complete way io get the most out of the Internet
This was the ciear favorite. Some did not like the many worcs.
«+ intemst Expiorer 4 is the leading integrated surte that gelivers the best information on tne
Web to you. o
This tested ‘te worst. People are not yet familiar with what the Push modet can do Jer
you. Therefore basing the positioming on this feature might create an unnecessary
barner.
« Intemet Explorer 4 delivers the Internet in an easy and personalized ~ay.
This came in second. People liked ds shortness, but many said t does not say enoush.

Pecpie also liked a statement that was used in earfier IE fozus groups using the terms "More
Ease. More Perscnalization, More Pcssibilites: Get more fram the intemet . This seemed tc be
nearly as compelling as the first statement.

8) Memphis vs. [E 4:

| did & quick deme showing WebView and the subscrigtions. They ioved . The demao was
rated very high averaging 3 on a scaie 1-10 with 10 being the highest possible rating. They
liked the foilowing concepts:

+ Descriptions ‘ot what an icon represents on the right side of the screen

Back-button

Single-click

Visual attractvity

Uniformity

Auto-cownicad at pre-set times (no busy signais!)

2 " &

Their feedback had comments like ‘“This is information at your fingertips', '‘eels powerfui’, ‘not
intimidating’, ‘seems so easy’, ‘woulc have to work less hard', ‘fast’. | toid them the new Ut
wollld be optional. Some liked to hear that, but most wanted the 'new thing'.

They had liked the feature set aiready. After seeing the demo, everyone said they would duy
the product. Interestingly, they attributed these new features (¢ Windows and not to interner
Sxplorer, and this despite the fact that we repeatedly hammered home the message that they
wouid get ail that in IE 4 for free, if they downioaded it off the Web. This did not suck. They
came Sack saying they would want to buy Memphis to get this. | think we hit twa issues here:
a) Some do not like downloads. They think it is clumsy and siow, and are afraid of viruses.
p) The shown features look so much fike an OS attribute that they automatically identify them
with Memphis, not with IE 4. Some aiso said they would want Mempihis o get the 'fully
tested and integrated version'.

it seems clear that it will be very hard to increase browser market share on the merits of I 4
alone. It will be more important 1o leverage the OS asset to make peopie use IE instead of
Naw%ator. { have summarized this key insight in the summary section at the beginning of this
email.

7} Price elasticity:

Our findings in this area need to be taken with a grain of sat. We will be able to address this
more methedically in the survey, but nonetheiess we wanted tc do a good first sanity check to
find out what a smail sampie of lEUs thinks about the product's value.
To our surprise, $89 did not seem too high to them. After seeing the feature list and the demo,
and remembening what they paid for Win 85 they thought, yes, they would sheil out another
389 10 upgrace to Memphis. Some said they would buy it for $6$. But in any case they saw
mare vaiue in the product than the OEM and fringe users in our previous focus groups. S0

5
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ner= s hope fcr a higher price point than ongirally suggested. Gur anginal thougnt was 549
far Win 95 users, and $89 for 3.x users.

Next steps:

1. Get together with the {E teamn and come up with 2 ccordinated positionng statement (nat
works well in the optimal semantic space as outlined by the focus grouds sariicants.
Write ‘sub positioning’ statements for IS vs. end users.

Differentiate from NTS.

Firalize support poirts far the positioning statements.

Communicate positioning work {o internationai product managers,

Ccmmrg‘sion quantitative survey to validate findings and expand on price elasticity
research.

D hwn

Attached: Mempnis tentative feature list, as tested:

FZATUR-200C

Sne tast note: A compigte study repart from the "esearch company will oe sen! (aer this wesk. ‘We usad
the same corrpany and moderator as the IE t@am.

Thanks to bobfou. Jeff Johnson, billy, andreasb, jessicav and ail the other peape who cantributes o ths
researcht

Christian Wildfeuer
206-936-2609
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FASTER

*
L

*

Shorter apolication icad time (10%-40%)

Shorter system boct time

New DirectX 5.0 technology provides Windows applications with tgh-
performance, reai-time access to available hardware.

Performance Wizard-a tool for to further optimize their system performance.
Walks you through a series of questions about your usage to rake apps lcag
taster and get rid of unneeded drivers many programs load during install

MORE POWERFUL

L]

*

New FAT32 File system uses hard disk space more efficientty.

Support for hard drives over 2 Gigaoytes

Partition Magic-Dynamically shrinks or expands any FAT disk partition while
keeping all files and data intact Combines partitions into one larger drive. or
dynamically create multipie partitions.

Enhanced Dial-up Networking

Users can automate connections to online services

Allows for faster remote network {including Intemet) connecticns by
combining available modems or ISON-adapters

Runs the hottest new games and multimedia programs

MORE INNOVATIVE

L ]

*
.
»

Supports new generation of hardware:

intel MMX; Provides faster audic and video .

Supports USB- faster and more easy to use ports and peripherals

Supports DVD —next-generation CD-ROM drives whicn are faster and provide
more capacity for digitai movie playback and game ptaying

Muitiple display support - Allows you to use multipie monitors at the same
time, for example, tc play games with one ancther or to jointly create Web
pages and other documents.

Enhanced internet “themes.” Next generation of custornizabie deskiops -
Includes several themes that can be dynamically updated with new graphics,
content, sounds, etc. from a variety of web sites.

EASIER

One single ogtional user interface (WebView) for accessing all information:
« Allows usars to navigate their hard disk the same way they surf on the
Web ~

» Ubiquitous and rich underlying graphical user information
« Hyperlinks

s Forward/backward button

+ Singie clicks

WinZIP - File compression utility is built into the operating system to make it

easy to "zip" files on your drive or as you send them across the Internet.
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« Simpler user iogon: Provides a simple user interface for setting up mukticie
usars on a home Premium system and switching oetween them
»  Other ucer interface enhancements:

« Adds a Stop button on the right side of the task tar. Makes it mare
intuitive to snut down the computer.

« Deskiop lcon — New task bar icon provides single click access to afl the
fterns on your desktop without having to minimize all open windows.
Reveals all icons, shortcuts and open windows on your desktoo.

« Unfolding controf panel. Control menu “cascades.” All the items in the
control pane! window are immediately accessible from the start menu. -

« Unfoiding menus for dial-up network settings. All dial up networking
opticns are immediatety accessible from the start menu without having to
open a separate window. '

« Start menu icon always on top — never hidden by other programs.

« “install new programs” added to the start menu under settings. Easier for
users to find the wizard for installing and removing programs.

« Easy access to diskettes. Clicking on diskette icon on the task bar or the
desktop disptays the floppy file list - without having to cpen Expiorer or go
to *My Computer”

» Full Window drag

+ Smooth scrolling

MORE RELIABLE

« Increasaed system robustness and reliability through fixes and updates.

+ intermet System Update - Makes the PC more manageable. The intermnet
System Updated Service scans the PC's hardware and software configuration
and automatically searches the intemet for the mos} recent system software
updates and drivers. Notifies you of any new versions and gives you the
aption to automatically update your system - including one button “rali-back’
feature to undo any system update.

« Self-maintaining PC~ A tiered tooi that lets novice users autornatically (if they
wish to do so) clean out their recycle bin and Intemet caches. Simpiifies un-
install of registered applications. Also inciudes enhanced system agent ¢
schedule and automate tasks such as defragging, scanning, compression,
intelligently deleting files such as oid Temg files, etc. includes one-step
roliback.

. Built-in Virus Checker with Automatic updates. Uses the Internet Systemn
Update Service to automatically update virus definition files every month, or at
any other interval the user selects- to protect you against the latest viruses.

. Back Up. New best of breed back-up appiet complete with disaster recovery.
Provides full system image backup.
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PROBCUCTIVE

Shorter appiication load time (10%-40%)

Shorter system boot time

Increased system robustness and reliability through fixes and updates.
True Web integration with WebView: One single user interface for accessing
all data: on the Web and on the user's hard disk

Perscnalized Workspaces makes your most important information easier to
access and update

Users can automate connections to online services or remote systems.
Allows for faster remote network (including Intemet) connections by
combining available modems or ISON-adapters.

MORE SEAMLESS INTERNET ACCESS
Faster intemet

-

Morte performance with the Intemet Explorer 4.0 browser
Easier to browse and track favorites
Enhanced searching

Easier Intemet

L

L 3

Automated and giobal intemnet service setup

True Web integration with WebView: One single user interface for
accessing all data: on the Web and on the user's hard disk

Native HTMLU support on the desktcp and throughout the operating
system

TV-ike personalized Intemet content delivery:

Personalized Workspaces can be set up to populate the deskiop
"Wallpaper” space with user-created desktops featuring tickers or
newspanes from varicus content providers

Allows you to read Web content even when riot connected

. good-looking content from a variety of providers

Easy Intemet communication:

intemmet Mail and News

Sharing applications and files over the Intemet, collaborating with
whitebcard-type appiications, chat, phoning, videoconferencing
Creating Web pages

Publish and post Web pages

Bonuses:

+ One extra free month of online access when you sign up with MSN, ACL,
etc. ’

* Intermet enabied game. The free game included with the operating system
will be Internet enabled, so you can play it by yourseif on your PC or
against other users over the Internet.

+ Image Composer. In addition to Paint, comes with a more sophisticated
graphics program. Image Composer can be used stand alone, or to
create web page graphics including built-in links to Web Design programs.
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PRODUCT EXTENSIONS ON THE WEB

» & ® ©®© & » @

Online Support- including: WebTutorial, tips and tricks, enhancec suppart
tools, Frequently asked guestions, Knowiedge base acticles.

Subrnit questions to Product Support

Updates on new drivers etc.

Hall of Fame & Wall of Shame for apps & drivers

On-line poliing about needed new features or things to improve

Teil us what you find difficult to use in the product

Free Stuff Things like Tweakit & fants & links to coof 3rd party stuff
Product news
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