Erik Stevenson (LCA)

From: ltosne Dunie

Sent: Moncay, February 24, 1997 11 07 FM

To: Bill Gates; Pau Mamz, Jim Allchin (Exchange)
bubjeet: Mernphis IEU focus groups repon

Tne iccus groun recert i the mail belew s long so | jusi selecied the paragraph that seemag
esgecially interasting

* Most of our IEUs were Nawigator users. They said they would not switch, weuld not wart to
downioad IE 4 to replace their Navigator browser. However, once everything is in the OS
and right there, integrated into the OS, ‘in their face' so to speak, then they said they would
use it bic there woulc be no more nead to use something ‘separate’. The stunning insignt is
is: To make them switch away from Netscape, we need to make them to upgrade to
Memphis. The acod news There 1s enough value in Memphus that they would shell out
even $8¢ for the vograde Due to methocclogical restricions we will test the orice elasicty
iurther In a quantiiative survey

~—Cr3inz Meessge——

F-om- Chnstan Wildleuer

Sent Mcnday, Feouary 24, 1867 10 28 AM

Ta: Adam Tayl(o:r Carl Stark, Jeff M Johnson, Bu Veghte, John Gray; David Wil ierms (POSD), Ed Stunbs WIN
Marketng Cioun

Ce: 3\}% Tong; ‘Brad Chase', Rob Schaeben, Bob Feulon, Jescica Vama, Yusuf Mehdl, Lora Shiner, Chactran
Wiidfauer

Subject: Mempris |IEA focus growos report (icng mau}

Here 1= 2 summary of the second rouna of Memptus focus groups Thnis time we had (EUs who
bougnt Win S5 withini the first month of its release Bobiou, ieel free to add comments from
vour end -

Cur ogjectives wera (o

1) Tes® the compeiingness of the Mempnis feature s=t pased on the latest thinking in this
area

2) Find out whether |E Js would recemmend to buy Memphus (this will pe keyl)

3) Test naming (Winoows 98 vs Windows 5 0)

4) Test positioning based on what we lsamed from the focus groups last ime

5) Test the IE 4 pesiticning based on the iatest draits from the {E team

6) Find out how people perceive Mempnis vs IE 4

7) Get a first idea of pnce elasticity

Summary:

« The IEUs liked what they heara apout Memphis Tne feztures we adaed to the hist definitely
heiped them percewve the preduct as more than an uograde The cveral! list we presented
{attached below) pecsitioned the preduct somewhere between 'More than an upgrade’ and
‘Next Generstion® of Windows, but definitely not just an Upgrade. it was also pretty clear
that the Inlemet is ;ust one more key thing they are now dcing on their PG, stmilar to Word
or Excel. They cared s lot about the overall feature set, and would be disappointed, if IE 4
were essantially the oy new thing in Memphis

s Afier sezing the lates! featurs ust and watching 3 demao of WebView ana Web page
subscripticns thev saig they wouia definitely buy the oroduct and recommencd the pracuct
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10 sther users Interesungly, only a minority 'woula dewnload |E4, even if it will be free and
avanable a coupie months before Memphis Most ¢of tnem saic they would rather cuy the
whole package They gereraily atnbuied WehView mare o Windcws than ic 1E4 desoite
‘ne {act that we repeatedly pointea cut they woulc get this new interface with |IE 4 |t seems
te be tco much of a aramauc Ul change (tney LOVED a) that somencw e them tnis 1s an

atrioute ¢f tne OS

s Most of cur IEUs were Navigator users They saia they woula not switch, would not wan( ¢
downicaa |E 4 {o replace the!r Navigator browser However once everything s in the OS
ana ngnt there, integrated inte the CS, "n their face’ 50 to speak. then they said they weula
use it brc there would be no more nesd to use something 'separate’ The sSUNAING WNSIGNT 'S
this To make them switch away frem Netscape, we neea to make them to uograde to
Memphis. The good news. There is enough value in Memprus that they would shell out
even $89 for the uograde. Due to methedologiczl restnciions we will test the price elasticity
further in a quantitative survey

» Trerefore, the key takeaway from these focus groucs se¢ms to be clear We need to
suengthen our key asset and our key brand which 1s Windows to win the Internet war on
the cesidop side. If we do a great joo with Memprus for consumers and later NT 5 for
besinesses oeliverning solia procucts with new cempetiing features and conducting great
o sduct launches, we can leverzge these assats ta convert the Nawvigaior ingtalled pase
zrd eclicse Netscape's browser market share leadership But if we rely on IE 4 sicne tc
acnieve this, we wiil fail. Not only will we not overtake them in market share, we would also
give up feadership on the operating system side and become vuinerabie targets for attacks
irom Netscape (Constellation) and the NC alflance

Findings in detail:

1) Feature set:
Gf the new features in discussion the follawing were most compelling (rankea by percewved
value}
»  Anu-Virus with autcmatic ucdsies over t-e Wep Feocle aid not rgally care what
product tis would e as long as i's part cf tne OS ana has Micresoft's blessing’
¢ 'Self-maintaining FC' jzutcmatic, user-cefinec system ciean-up and apnlicauon
urunstail)
« Unfolaing conirel cane! from withun tnie starz menu
Start menu siways on top
« Desktop icon on the task oar (provices sangle cick accass 1o all the tems on the
desktop area without having to minimize all cpen wingows Reveals all icons, shorteuts,
folders and open windows on the dsskiop 1n one menu)
Intemet-enablea game

Fesple did not care atout

Periormance Wizara (they oc carzs about fasier tncugh just Gont want tc ge nrougn
extra steps to get if)

« Partinon magic (surprisingly, a-sk managament was not a biggy for them)

» Deskioo Themes as in Plus

» WinZIP

* Images Ccmposer

[ ]

L

One extra iree month from an ISP
wWeb communiy a ia Office 97 /dig net 2aicn neir nieras? at ail]

cr Mamohis dedfirntely heipeq increase the combelingriess of
2

~3dirg rore fesiurss to the ast
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the orequct The cverail Iist we preseried ‘attached below) cesiioned the praduct somewhers
cerwesn More than an upgrade' ano Next Generation’ of Winaows, but cefinitely not just an
upgrace Most comoelling were the buckets Easier, Faster, More Reliacle, More seamiess
internet access, and More Peweriul nteresungly, the IEUs were VERY much interesied in
l;gore Reliakte as in more crash-proof, bug-fixes €:c Ir our prier groups this enty mattered to
it wit be iImpeneant te point this out as it will be ane of the reasons 1EUs will recommend to buy
ihe product It was aiso oretty ciear that the Internet is just one more thing they are now deing
on tnewr PC |t nas not movec nto the center of their universe. They cared a lot about the
overall ‘eature set, ana would be disapociniea if that were the only new thing in Mempnis

2} Will IEUs recommend to buy Memphis?

Tne answer is yes even without all the features we talked about. The new iist seemed lo pe
very ncn to them Some things they aia not care aoout (Multiole display subport, DirectX,
Iniemnet System Update, Weo Community), cthers were very important and impressea them a
lot sucn as faster (app load, toot time), easier (they did kke WebView quite a bit cesoite a
very short 3 minute gimpse only), more reliable integrated internet access, subscriptions with
‘Cii-line’ Web aczess aue to cacning

‘//e have 3 winner on nand ~ih Memghis, if we aad some of the preecsed new features and i
we make It 3 bigiaunch N needs not be as big as Win €8, but it shouic be simiar .n scaie to
the 'aunch of Win 3 1 Tne IEU's will ce the key zuaience that will give us enough word of
mouth so iFat finge users znd secona wavers will also go out, buy the ereauct and join
Microsoil's Intemet camp

3} Naming: Win 25 vs. Windows 5.0
This was very eaucational. The IEUs were very confused when they heard Windows 50 ‘We
hesarc the following unaided cennctations:

inconsistent tc 85

Unclear

| 2m confusad )

Next version coming aner 25 (he acdad 'they must think they have screwed up tne namirg

4195, and peoole aian | ke the yesr naming convention

Adoencum (you need to have cath 95 and 5 0)

Technical

X to 95

More complex proauct

Upgrade

raster, inenclier

Customizaple and seamless Intemet

Regression to old narning style

Trash

Knock-off of WordPerfect

Eackwards (why buy this when ‘WordPerfect s areacy at 7 0)

NT stand-alone versicn

Business use

Means naothing to me, con’t know what that coula be

Advancea version of 3 1

Lass poweriul and smalier than 95

\¢ one maae the connec: to NT 5 0, ana they uefinitely got very cenfusea on what this preduct
acuid be Only cne guy ot of 18 totar :gentifiec it as the successor 10 Win 85 It seems clear
that it weulo be vary challenging o czli Memphis Wirdows 5 0 Peopie nave 'centified

3
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Yingows 8% as Micresoft's CS for the masses ang =xpect ‘Uture versiens to foilow this nam-~g
convenuon

Yiinacws 28 urawded cchnctaucns

¢ Hajor upgrade

+ More natural more ciear

+ More fun, more tells and whistles

+« ‘Want to krnow more about it

e Crasn-proof

« Sd.bit

2rlar 10 the focus groups Rob Benrnett aid 1ast year this was the clear winner
4) Memphis positioning:

\\a tested the following concepts:
= Wincows 98 s the productivity boosting informaticn highway systerm that i1s faster, easisr
t¢ use ard delivers the best infiormation on the intemet to you.
This tested very baaly Peobie thought Information highway sysiam s an cvernypes
lerm ang means notring to them in general tney thought this taiks toc mucn about
Internet features.
» ‘Windcws 38 1s even more than an ubgrade  fasier more poweriul, seif-mamizi'ng &na
15 the best and easiest wvay ic ger the most cut of the intemet
This tested better. People iiked seli-maintaining and faster
» Windows 98 is the next generation of Winaows, combining the best of the Internet with ife
best of the PC
Here we gct closer to wnat people praferred to hear. Some hked next generaticn mere,
some hke the comkbination benefit statement
+ Windows 98 is the upgrade to make Windows mors reliable, more powerful, easier ana
faster, wrile giving you the best of the internet.
This was the clear favorte of our test persons. They hkea the puzz werds ana thougit it
was a succinct statement. Giving you the best of the Int&met’ did not rmg much of 2
tell though They thicugnt this dcss not tell you what you get.

Cenerally soceaking, ceople used terms like faster saves time, more siiicient, proquctve.
frengly to aescntbe when they ke one of theses siatements Most of them theugnt that the ast
one came the closest 1o descnbing these atinbutes

This conf he resuits f or QEM f isers, 1S

hiE cenfirms thie resuits from our grevicus groups (QEM users, fringe usars, 1S

Let's recail. In this test we combinea terations from the IE team with our famous fast/easy
tuzz werds We also tned upgrade and next generation The fast and easy buzz words are
clear winners, but | recommend to combine them with Next Generaticn going ferward
Uograde 1s tco imiing. People have acknowledged that this 1s more than an upgrade Let's
take sdvantage of that On the Internet sice of the equation we need to huddle with the |E
i2am ana sa¢ where they are. We have snough data now to recomtine what works well in a
comeelling succinct statement. Whatever we come up with snould then be included n our
quantitative survey coming up in the next couple of weeks

8) IE 4 positioning test:

At the ena of 2acn grous we ‘estec the followirg 3 siatements that the IE team 1s cumently
considenng

o nrerrat Exgicrer 418 tie leading integrared suite *hat delivers the easy personanzed, and
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ccmplete way (o get the most out of he inteme!
This was the clear favonte Some gid not ke tne many woras
o nternet Explorer 4 15 the lesaing .ntegraled sune ina! cenvers the best wnformation on ing
Web to you
This testea the worst People are ngt yet famibiar watn what the Pusn medel ¢an de fe-
you. Therefore pasing the positicning on this festure mignt creste an unnecessary
barmer
s [ntemel Expicrer 4 defivers the nterne: in an easy and personasiized way
This canie in secona People liked its shortness, but many said it does not say enougn

Peccie also liked 3 statement that was used in earlier IE focus groups using the tecms 'More
Ease, More Personanzation, More Possibilites: Get more from the internel’ Trus seemed tc be
nearly as compeliing as the first siatement.

8) Memphis vs. IE 4:

| did a quick demo shewing WebView and the subscriptions They loved t Tne demo was
rated very high averaging 9 on a scale 1-10 with 10 being the highest possible rating They
likea the following ccricsots

+ Descnptions for what an 1con represerts on the ngnt side of the screen

Back-buticn

Single-click

Visual attraclivity

Uniformuty

Auto-download zt pre-set imes (ro busy signalsl)

e u ¢ &

Therr feedback haa comments like 'This 1s infoermanon at your fingerups’, ‘feeis powerful’, ‘nat
inhmidating’, ‘seems so easy’, ‘weula have to work less hard', 'fast’. | told them tha new Ul
would be optional Some iiked to hear that, but most wanied ihe 'new thing'

They had hiked the festure set zlready. After seeing the demo, everyene said they woule buy
the product Interesungly, they attnbutea these new feawires to Windows and not fo Internet
Explorer, anc this desoite the fact that we repeatedly hammered home the message that they
would get all that in IE 4 for iree, f they aownioaded #t cfi the Webk Tnis did not suck Tney
came back saying they would want to buy Memphis to get thus. | think we hit two issyes here
) Scme do nct like downloads. They think it is clumsy and slow, and are afraid of viruses.
b} The shown features look so mucn like an OS attrioute that they autcmatically sdenniy them
with Memphis, not with 1E 4 Some also said they would wart Memphis to get the ‘fully
iested and mtegrated version’

It seems clear that it will be very hard to increase browser market share on the merits of IE 4
alone. It will be more important to leverage the OS asset to make people use IE instead of
Nawvigator. | have summanzed this kay insight in the summary section at the bsainning of this
email

7) Price elasticity:

Cur findings 1n ‘his area need to be taken with a grain of salt We will be able to adaress this
more methodicaily n the survey, but nonetheless we wanted o do a good first sanity check ta
iind out what a2 small sample of iEUs tninks about the product's value.

To sur surpnse $8G did not seem oo high to them After seaing the feature hst and the cemo
and remembenng what they pawd ior Win 95 they thought, yes, they wauld sheil out another
$89 to upgrade tc Mampnis Some said they would buy it for $69 But in any case thzy saw
more value ini the proguct than the C&EM ard fringe users in ocur previous focus groups So
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there 15 nope for a higher pnce point than orginally suggesiea CQur onginat thought was $49
for Nin 25 users, and 889 for 3.x users

Mext steps:

1 Gettcgeiher with the IE team and come up with & cegrainated posttioning siatement that
warks well In the optimal semantic sbace as outhnea by the focus crouos paracioants

Wnte 'sub positioning’ statements for IS vs ena users .

Diffgrentiate frem NTS

Firalize support points fer the posit.oning siatements

Cermmunicate posttioning work fo Intematicnal procuct managers.

Cemmussicn quanitative survey to validate findings ana expana on price elasticiiy
research.

[ NSNS

Atacned Memphis tentative feature list, as tested-

CEATLR~1 D08

*>ne iest note A complete study resert Tom the research ccmoany will ce sent lzier this wesk We _szc
e samMe SoMmpEany anc megerator as ine '€ t2am

Tranks io bopicu, teff Jchnson, bulv, andreaso, lessicay 2ra il the cther peopi2 'whe coninbutza o s
research!

Chastan ‘Milcfouver
(5-93£-2€09
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