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OBJECTIVES FOR THIS BUSINESS PLAN 

The joinl Global Inlormalion Syslems (G IS) managemenl and McKinsey Ie am has developed 
a working drafl business plan 10 locus Ihe marketing and engineering aclivities of Ihe GIS 
organizalion in landem wilh the broader Digital management on the opportunities in the GIS 
markets. The principal objective of this business plan is to develop a working definition of 
GIS, its markets, strategies , and actions required to strengthen and increase its market 
posit ion and profitability. Specifically , this plan is intended to : 

t . Describe GIS' strategic intent to clarify its role and responsibilities within Digital 
and the marketplace 

2. Summarize how GIS is viewing the market - where Digital is participating as well 
as emerging opportunities - and layout the target market opportunities 

3. Develop the integrated value delivery systems targeted at each of the market 
opportunities - working to guide Digital in serving these target customers' needs 

4. Describe the key marketing and engineering programs GIS needs to implement 
across Digital to achieve its desired bench mark operating position , solidify the 
base VAX business while migrating to Alpha, and increase market position in 
growing solutions-based businesses through FYt 993 and FYt 994 



BACKGROUND TO THE BUSINESS PLAN DEVELOPMENT 

The team has undertaken extensive field interviews (of Digital customers, potential 
customers, existing and potential CSO partners, and competitors) , Digital management 
interviews (across all functions, but dominated by field sales personnel) , and customerl 
market analysis over the past 2 months to develop this perspective 

For this initial draft business plan , the fact-finding work underlying this plan has been 
restricted to the U.S. marketplace (with few European and GIA exceptions). In addition, it 
assumes that the cost reductions required for Digital to meet its benchmark operating model 
in GIS markets will be addressed individually by GIS and the field and marketing 
organizations residing external to GIS 

However, the plan describes the activi ties, resources , and programs in the field and IBU 
organizations that GIS markets require (to be retained or built) while the necessary 
downsizing occurs in FY1993 and FY1994 
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ORGANIZATION OF THIS BUSINESS PLAN 

Major business 
plan element 

Executive summary 

GIS initiatives by opportunity 

Appendices 

Contents 

- Business and market description 
- Strategy statement and objectives 
- Market formation and opportunities 
- Segment growth , shares, and FY1993-FY1994 plan 

overview 
- Actions 10 solidify base, grow in emerging segments, 

and improve operating economics of Digital in GIS 
markets 

- Key organizational/dependencies 
- Potential risks and planned responses 
- Financial roll-up 
- Pivotal organizational roles and required management 

systems 

- Platform-led initiatives 
- Application-led initiatives 
- Services-led initiatives 

1. Market overview and background 
2. Existing planned marketing campaigns , engineering 

initiatives, and cost reduction programs 
3. Competitive assessments 
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GIS MARKET DEFINITION 

GIS is responsible for developing the marketing and engineering of Digital's VAX platforms 
into two distinctly different businesses: (1) sel ling platforms to existing customer base and 
(2) targeting an opportunity that is solutions-based - that is, a business aimed at the production 
systems embedded in the core business processes 01 customers. 

DEFINING GIS' BUSINESSES 

GIS business 
opportunity Description Digital's current position 

Selling Digital's 
platforms to existing 
customer base 

Targeting emerging 
. and growing solutions­
oriented business 

Platform-dominated value proposition 
- Substantially oriented towards the 

technical market lor the high-end VAX 
systems 

- Digital's entry-level servers are most 
predominantly received by commercial 
customers for existing applications 

- Platforms include hardware, networks. and 
layered software 

Production systems dominated opportunities 
where the DigilaVCSO solution is embedded 
in the customer's core business processes 

- The applications-led business will be 
relying heavily on key solutions the leading 
eso partners can deliver - it is focused by 
industry 

- The services-led business will be 
dominated by the systems integrator (51) -
whether Digital or one of its partners - to 
influence choice of system/platform 

Overall market growing slowly 
- Continued base erosion is likely as the technical 

market further moves to Unix 

- The adoption of "two-tiered" architectures (Data 
Center and networked servers) will likely continue to 
disintermediate the base here 

The challenge is to stabilize and rebuild Digital's 
declininQ platform market share 

Significant market growth, heavily commercially 
oriented, key value added is in the applications and 
services that can be combined into solutions by eithe r 
Digital and/or its partners 
- Current esos are not the dominant industry players 

with the leading production systems 

- Digital's current position in most verticals is weak, 
with the secular shift in customer buying habits 
towards purchasing economic solutions, Digital 
must understand business issues and needs of 
customer 

The cha llenge is to selectively invest in focused 
industries where Digital can participate in this higher 
growth and higher-margin opportunity 
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As GIS moves into the coming fi scal year, the strategy wi ll be to pursue two parallel 
objectives to address the specific challenges in each of these two businesses. 

STRATEGIC INTENT/CHALLENGES 

Maximize Digital's 
traditional plalform­
oriented business 

Posi tion Digital for 
the new solutions 
market 

- Stabilize the technically-oriented platform bu siness with the 
introduction of new VAX systems, the open advantage, and 
Alpha-based systems 

- Protect the platform base in the existi ng customers and 
enhance it to reverse the share losses Digital has been 
suHering in the declining market 

- Stabilize and build Digital's share, to reach profitabil ity in 
FYt 994 and to use the existing customer base as a source of 
profit to fund the transition to a more solutions-oriented 
business 

- Substantially improve the profitability and productivity of th is 
business, particularly at the SG&A level 

- Bui ld greater solution selli ng competence in Digital by focusing 
the company's abilities in target key industries where there are 
major production systems opportunities. Often these will be 
industries undergoing their own business discontinuities 

- Deliver expertise and production systems experience in the 
form of packaged application solutions and systems integration 
services 

- Combine these actions to take advantage of the trend towards 
downsizing of large commercial computing applications and 
the key transfer to client-server applications opportunities 
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Historically, Digital has thought of its customers along traditional industry and 
geography segmentation lines. From the team's field research into the true buying pattern of 
Digi tal's customers, a more reveal ing and useful framework for describing the GIS market 
emerges if it is segmented along two dimensions: (t ) the class/type of customer buyi ng the 
platform or solution and (2) the buying mode/how and what these customers are buying 
(Appendix t contains more detailed market assessment material). 

GIS MARKET SEGMENTATION AND OPPORTUNITIES 
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Based on this segmentation, GIS faces three distinct challenges in competing in the 
market: (1) stabi lizing the eroding traditional base; (2) participating more effectively in the 
growing commercial applications-led markets ; and (3) capturi ng more platform opportunities 
in the services-led opportunities. 

GIS MARKET SEGMENTATION - SIZE AND GROWTH 

Existing applications 

Platform upgrades to 
existing applications 

New applications 

Platform or network-led 
~ I opportunities 
:> 
OJ 
> 
W 
:I: 
l­
I-

'" :I: 

~ 
:I: 

Application-led solutions 

SelVices-led custom 
solutions 

8030135.12 

WHO BUYS? 

Plant/subsidiary 

Functional manager 
~ 

'" 

Business unit 

Business unit 
manager 

CUSTOMER SEGMENTS 

Enterprisewidel 
enterprise level 

COO - CFO - cia 

f StabH;zing traditional platform-oriented business J - Segment siza .. 
$32 billion 

- Digital share .. 7% 
- Product growth .. less ~ J --...., ) 1I1an 1 '%./year ( - <Nsrall growth . 4-5%1 

Growing commercial and 
~ 

~ 

r technical solutions through 
partners and packages 

J ( 
- Segment size .. $31 billion 
- Digital share .. 2% 
- Product growth .. HaIIO!"I .. 
- Overall growth .. 5-7% 

~ I 

( Rapidly growing custom SI services 

? - Segment size .. $12 bilHon 
- Digilal share .. 2"/" 
- Producigrowth .. Hat 101 % 
- o.,.erall growth .. 15% 

, 
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ng 
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The key initiati ves required to improve GIS's performance in each market segment are 
summarized below. The remaining body of the documenl and attached appendices describe 
each in more del ail - the specific aclions, timing, and responsibility/accountabi lity for each 
inilial ive will be laid out. 

SUMMARY GIS INITIATIVES BY MARKET OPPORTUNITY' 

PlanUsubsldlary 

Functional manager 

"" 

Business unit 

Business unit 
manager 

CUSTOMER SEGMENTS 

Enterprisewidel 
enterprise level 

coo -CFO - CIO 

~ 

Existing applications 

Platform upgrades to 
existing applications 

r s,. ... MW '"~"'".=" O",mVMS 'Y'''~ ,,'" '~"M,",ly mig" .. ro AJpho \ 
- Con~nue 10 grow network products 
- Promote AcC9SSworks selVer 
- Achieve profitability through SG&A and R&O cost reductions by FY94 
- Simplily software release cycle and reduce number of plattorms 10 make it easier to buy and) 

New applications 

Platform or network-led 
solutions 

Application-led solut ions 

Services-led custom 
solutions 

sell production systems 

'< ) -... 2." ,= .... "",,<om """"''', .... I~~ 
application partners' program resources on lOp cSOs 

- Attract key horizontal and vertical CSOS in 
manufacluring, telecom, health care, FABS, and 
banking through leUs 

- EKpedita development 01 AJpha-OSF/ ' to attract new 
CSOS and applications 

'- ~ 
~ 

I 
- In 5,7 selected verticals, deploy High Performance Teams against system integration 

opporlunilies through Digital's sys tem integration SICs 
- Expand Global Networks distribution through Sis and OEMs while building reference aCClXJnts 
- Target IBM and Unisys rahosting opporl'Jnilies along with e~parteled client-selVer thrust L -Capture increased share of platform business with indepel'\dent system integrators in rapidly 

growing client-sarver opportunities 

Individual segment aclionsflnitiativeslralionale lollow in deta~ 

003013S!K: 
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Summarized below are the GIS initiatives planned along three major dimensions, with 
the specific details described in Appendix 2. 

SUMMARY OF PLANNED GIS INITIATIVES FOR FY1993 

Key marketing programs 

- Rollout new produclline through OpenVMS and 
Alpha ready announcements and supporting 
programs 

- Expand support of application partners through 
FABS, ADSG, and ISOP 

- Expand packaged. modular, and global network 
efforts 

- IBM and Unisys rehostingldownsizing thrust 

Agreed to cost reduction actions 

- Achieve $74 million in direct marketing and 
engineering savings 

- Ensure additional $150 million in indirect 
engineering and manufacturing savings 

Planned engineering actions 

- Reduce number of platforms from 5 to 2 by FY1994 
- Revise software release process 10 once per quarter 

by Q2 FY1993 
- Characterize leading vertical and high volume 

applications by Q3 FY1993 

BOO 0256rF 

FOCUS OF PROGRAMS BY MARKET 
FY1993 MARKETING SPENDING 

Services-Ierl ....----r---

Applications­
led Platform-led 
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Based on the modified field plan reviewed at the June board meeting, GIS is planning 
on modest share growth in each of these nominally flat segments. 

GIS MARKET SEGMENTS SIZE AND SHARE OF 
PRODUCT/PLATFORM PLACEMENTS, 1992-94 
$ Bi llions 

Plant/subsidiary 

Functional manager 

Business unit 

Business unit 
manager 

Enterprisewidel 
enterprise level 

COO - CFO - CIO 

~ CUSTOMER SEGMENTS 
Existing applications 

Platform upgrades to 
existing applications 

New applications 

Platform or network-led 
solutions 

Application- led solutions 

1993 1994 

Segment size 
GIS product share 6.6"-0 0.6% 

11 7=-
'--'.....---J ) 

~ 

r- Segment size 
GIS product share 

1992 

$318 
2.3% 

1993 

$31 B 
2.6% 

1994 

$328 
3.0% 

Services-Jed custom 
solutions 

1992 1993 1 ~~4 Rearchitectingl 

003 0135.13iC 

$128 $128 $138 downsizing 
roo"'~1 lSni:He 2.0% 2.2% 2.4% solutions for 

client-server 
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When GIS ties its products to these natural customer segments, the field is projecting 
nominal improveme nts in positi on: the majority of GIS systems business (67 percent) is in 
the platform-led segment ; however, the opportunity for more growth and profit will be derived 
from the appl icat ions-led and SI-Ied segments. 

GOALS BY PRODUCT AND MARKET 
OPPORTUNITIES - REVENUE AND SHARE 
FY1993-1994 

GIS market opportunities 

Platform-led Applications-led Services-led 

Product business unHs 
$ Millions FY1993 FY1994 FY1993 FY1994 FY1 993 FY1994 

High-end systems 120 140 40 60 10 20 

Midrange systems 310 340 120 150 45 50 

Entry-level systems 470 515 180 230 70 75 

Fault-tolerant systems 85 120 30 60 5 10 

Other Digital units/add-~ns 1,110 1,085 430 500 130 135 

Total 

Revenue $2.1 $2.2 $0.8 $1.0 $0.26 $0.29 
$ Billions 

Share 6.6% 6.8% 2.6'% 3.0% 2.2% 2 .4% 
Percent 

Source: June board presentation 

"'" O239IE 
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GIS faces well-established competitors in each of its market segments. Hewlett­
Packard and IBM have typically been the vendors most responsible for GIS's share erosion. 

COMPETITIVE SHARE BY SEGMENT 
PLATFORM-BASED COMPETITORS 

Plant/subsidiary 

Functional manager 

Business unit 

Business unit 
manage r 

Enterprlsewldel 
enterprise level 

COO· CFO· CID 

'l1li( CUSTOMER SEGMENTS ... 

Existi ng applications 

Platform upgrades to 
existing applications M rk I 

. Leading competitors: IBM 25%, Fujitsu 6%, Sun 3%, HP 3°10 a e Size", 
$32 billion, r- ,....... i" 

...., 7% share New applications 

Platform or network-led 
solutions 

Application-led solutions 

~ ~ 

( 
Market size", $31 billion, 2% share Z Leading compel""S: IBM 23%, HP SOlo, F'i"50 5% 

Services-led custom 
solutions 

~ Market size = $12 billion, 2% share ~ I 

L ______ ~::====::~Le~a~d~ln~g:c:o:m:p:el~";or~s=: ~'B~M~4=10~~;' ~H=P~5~%~'=F~'~jjl~S'~30:~====~::~ ____ J: 
( 

Note: Size and share are products only 

B030135.16!C 
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To succeed in each of the market segments, GIS should util ize four distinct channels 
or value delivery systems to economically and effectively serve each market segment. 

FOUR CHANNELS REQUIRED FOR GIS MARKETS 

Existi ng agpllcatlons 

Platform upgrades to eXisting 
applications 

New applications 

Platform or network-led 
opportunities 

Application-led solutions 

Services-led custom 
solution s 

B030135.17,c 

Plant/subsidiary Business unit 
Enterprlsewidel 
enterprise level 

Functional manager 
Buelness unit 
manager coo -CFO - CIO 

-c: c..;Ut)I{)MtH SEGMENTS > 
CHANNELS: 

Direct sales force 
Stabilizing traditional - Top-200 account (or 80% of revenue) management focused 
platform -oriented - Geographically-deployed product expertise 

) business Indirect or telemarketing to all other accounts ./ 

1-1 
-.l 

~ ~ 
CHANNELS: CSOs ~;"'''mm''ci'' - Industry-focused (3·4 per) 

and technical .. ~~'~'~ solutions through production systems 

Z 
partners and - Direct sales force to support 
packages new applications partners 

and generate qualified leads 

I I 
II CHANNELS: New services-led High-Performance Teams ) Rapidly growing - Business problem-solving learns combining consulting. 51, IBU. and 

custom 51 services product marketing that focus on 5· 7 industries 
- Business·technical partnerships (e.g .• EDS. A.A, etc.) 

:cling! 

'9 
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To effectively implement the GIS initiatives embodied in this plan, specific peer 
organizational dependencies are required. Summarized below are the key actions required 
from each peer group. 

SUMMARY OF KEY ORGANIZATIONAL DEPENDENCIES FOR GIS PLAN 

Peer organizations 

Geog raphies Services IBUs 

- For U.S., provide 10 full -lime Open VMS - Integrate all exist ing FABS- and - Actively participate in all 3 announce· 
champions, manage monthly review, train liS-related consu~ing, service, and menls, provide industry translation of 
sales force, have 80 OpenVMS partners, visit 51 resources into focused GIS SI sales l ools and develop proof points, 
lop 200 accounts and lop 100 esos twice. practice while establishing support applications as follows 
run Open VMS customer tours (July-Sept. ) dedicated eso applications for • Highesllevellor lop 100 
and Alpha events (Dec.-April ) key 3rd parties. such as SAP, • Move top 2000 to Alpha 

- Lead with Advantage servers at new price Oracle, Sybase DBS. Ross) • Move 25 key new downsizing 
points to compete with RISClUnix - Goal NIS organization in field to sell applications to OpenVMS VAX and 

- Provide active support of partners (75) NAC products, provide active 25 key Unix applications as wett 
program lor networks, along with 5 network support lor partners program (35), - Advertise OpenVMS in verticals and 
instructors, and 7 RSS specialists in CO; also create service solution packages 1/3 of corporate testimonials 
establish 1 global bid support center and goal for high-bandwidth and modular - Identify 5 qualified network sales 
1 sales/support leam per top 50 network network requirements, create 5 opportunities per targeted IBU -
accounts in each geography discountable network service telecom, banking , health care, etc. , and 

- Double PSRC resources in U.S. and form 9 packages for CSOs, and identify dedicate 1 program driver per IBU 
mission-critical teams to target IBM, Unisys, service team representative to - Help construct federal 
and other downsizing opportunities partner with sales/support network government -focused team lor Unisys 

- Establish direct sales support for database, team and IBM downsizing prospects 
case, and Polycenter software distribution - Continue FY92 customer service - Establish ~5x5· applications program 
program while repositioning 3rd-party center focus on Unisys programs lor top 5· 7 industry-specific 
database and tools vendors for use by while expanding services role on applications and in top 5 industries -
account teams in selllng cycle emerging mission-critical teams and launch coordinated client 

- Revamp CSO partner programs (e.g., platform - Joinlfy agree (with IBUs) on 5-7 server/downsizing thrust to help 
incentive program) and reinstitu te STAR verticals to focus and invest in improve channel productivity 
seminars (e.g ., telecom, manufactu ring, 

- Assign/goal dedicated management health care, banking, FABS) 
responsibility for GIS sales in each region through SICs 

603 0150 I.e 14 



Recognizing that cost reduction actions will be taken in the field organization, GIS 
should seek further assurances from its field colleagues to protect specific sales, sales 
support, and marketing resources to ensure its plan can be delivered. 

GIS REQUIREMENTS FROM THE GEOGRAPHIES 
Headcount by geography (U.S. , Europe , GIA) 

FABSI 
"Specialty" High Polycenterl Unlsys & IBM 
head count Performance data bases! Network competitive 
needs Open VMS Teams Cohesion partners migration 

Sales - 50ITBDITBD' 70/40/15 - -

Sales support 60/40/20 50ITBDITBD' 70/40/15 65/45/60 -

Marketing 20/40/20 - 616/2 - 6ITBDITBD' 

Base coverage - For top number 01 accounts that represent roughly 80% 01 revenue in each geography 
for key • Reduce direct sales force by no more than 15% 
accounts • Reduce sales/support ratio by no more than 1 :4 

- For overall recovery 
• Ensure competency of sales and support lor OpenVMS. Alpha , and industry areas 
• Establish product sales goals for all reps (x% VAX/Alpha. x% workstation/pes. 

x% add-ons, x% service, etc.r 
• Protect product specialties for major technologies 
• Increase indirect to direct channel rat io from 35% to 45% 

All To 8e Determined: levels of resources will be available by July 1, 1992 

80002511£ 
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The environment for GIS's business is very risky in this critical transition period. 
Managing a major product transition whi le stepping up to the substantial cost challenges, in 
addition to investing selectively for growth , represents a major challenge for GIS 
management. 

BUSINESS PLAN RISK AND RESPONSE 

Ri sks 

Product/market 
- Product transition form VAX to Alpha delays 

customers buying 

- Continuing pressure from RISC/Unix 
competitors - on revenue and margins 

- Traditional VAX base erosion accelerating 
particularly across midrange 

- Gaining share of CSO applications partners in 
FY1993 

Organizational risks 
- Productivity of channel lags if/when 

restructuring/reorganization occurs 

- Successful execution of GIS 
programs/initiatives across organizations 

Financial 
- Bulk of cost reductions trom peer 

organizations 

- Substantial gross margin improvement 
needed to meel FY1994 benchmark 

GIS/Digital responses 

- Aggressive investment protection programs 
- Alpha seed units and software porting 
- Programs in place - full readiness review in July 

- Alpha workstations in mid-FY1993 to target technical 
market 

- Roll out of open VMS with competitive price/pertormance 
to revitalize product line 

- Focused effort in client-server opportunities targeted at 
FABS and leading industry-specific CSOs (will yield 
majority of results in FY1994) 

- Realistically. little can be done to offset this risk 

- Peer contract proposals developed, 
refinement/agreements required 

- Corporate commitments of $224 million-$74 million from 
GIS and $150 million agreed to by peers 

- Substantial manufacturing COGS improvement expected 
as Alpha evolves 
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By undertaking the additional initiatives , GIS can obtain $320 million to $450 million in 
additional revenue and $170 million in additional operating income through FY1994. 

FINANCIAL IMPACT OF PLAN INITIATIVES 

REVENUE 
$ Millions 

$3,100 

FYt993 
base 
plan' 

~ 
+ 

$3,500 

FY1994 
base 
plan 

$3,820·3,950 
_ [ 150 T -

170-300 Revenue -
Revenue from 
from additional 
additional initiatives in 
initiatives in services-led 
applications- mar1<el 
led market 

FY1994 
focused 
plan 

OPERATING INCOME" 
$ Millions 

_ C:25 ::::::r- - _ 15 - _. 

$350 
8 From From 

_ _ increased increased 
sales in 

-$341 

FY1993 
base plan 

FY1994 
base plan 

From cost sales in 
reductions applications- services-
inSG&A, led market led market 

largely in 
platform-led 
market 

Includes planned inillatives such as OpenVMS, FABS. global networking, etc. 
Assumes GIS meelS 36% SG&A and 14% engineering cost targets 

Source: Team estimales 

9)3025711: 

$520 

FYt994 
revised plan 
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· .. 

Given the magnitude of change required across multiple fronts and the focus 
necessary to ensure proper execution/follow-through of the GIS initiatives, two important 
steps should be taken to bolster the current organization's capabilities, by : 

1. Designating and empowering accountable managers for the pivotal positions 
across both dimensions of the GIS responsibility matrix - both product-supplier 
(e.g, entry level or fault-tolerant platforms) and the market segment manager (e.g., 
platform-led, applications-led, services-led) dimensions of GIS's business 

2. Building/bolstering the required cross-organizational linkages and management 
system to improve the ability to "measure and manage" the businesses. 

Each of these actions is discussed in further detail. 
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GIS must have designated pivotal managers along two dimensions to execute these 
initiatives - the product and market aspects of the business. 

PIVOTAL MANAGEMENT POSITIONS REQUIRED 

Positions 

Product-supplier managers 
for the 3-4 platform-centric 
groups 
- High/midrange 
- Entry level 
- Fault-tolerant 
- Network 
- Software 

Market segment managers 
- Platform-led 
- Applications-led 
- Services led 

Key responsibilitiesllinkages to manage 

- Developing competitive platform environments while 
providing technical support to the channels 

- Achieving competitive manufacturing and engineering 
costs - particularly during product transition periods 

- Coordinating with third-party development efforts to 
improve time to market and cost of engineering 

- Simplifying/rationalizing the current product and release 
processes in conjunction with systems engineering 

- Directing the required marketing initiatives for both Digital 
and csa efforts 

- Developing and managing the required peer organization 
dependencies with the geographies, services, and IBUs 

- Achieving the required competitive SG&A costs along with 
the appropriate channel mix requirement 

- Guiding the required strategic/market planning efforts 

19 



To support the management team, management systems are required along 3 
dimensions, as described below. Currently these systems either do not exist or have 
significant short comings and therefore represent a top priority for senior management early 
in the new fiscal year. 

REQUIRED MANAGEMENT SYSTEMS 

Systems ~ area Required changes 

Revenue, cost, and 
market management 

Planning/forecasting 

Incentive 

- Developing an integrated pipeline reporting and lead tracking 
system for production systems - to be shared among GIS, the 
IBUs, and the field 

- Establishing a eso performance measurement system to 
track progress against share/revenue goals 

- Building a product/service goal system that is linked to 
account plans 

- Establishing a meaningful reporting of GIS P&L that clearly 
defines economic performance without double·counting 

- Developing a sing le and integrated forecasting and planning 
system with the geographies and product managers 

- Enabling changes in the current eso and sales force 
incentive systems to focus on longer lead time selling 

- Support the addition of targeted incentives for platform 
placements by esos 

- Building a portion of the GIS management incentive around 
team/Digital goals 

20 



PLATFORM-LED MARKET INITIATIVES 

The platform-led market accounts for Ihe majority of GIS revenue and is critical to 
overall GIS profitability and growth. Several initiatives have been identified to defend the 
GIS position in this market and restore profitability. 

~ The platform-led market represents two-thirds of GIS revenue and is an important 
source of profitability to fund growth opportunities in other markets. 
- The worldwide platform-led market is $32 billion and accounts for $2. t billion of GIS 

revenue. 
- The overall platform-led market is growing at 5 percent, but product-related revenue 

growth is flat. 

~ Competing successfully in platform-led sales requires leading-edge price/performance, 
open systems, focused marketing , and lower-cost distribution. GIS has significant gaps 
in its value delivery system and cost structure which limit its abi lity to compete. 
- Digital is facing competitive pressure from "hot-box" companies, Unix workstations 

and servers, and Intel-based client-server architectures. 
- GIS has significant but temporary product gaps which should/will be filled by Alpha, 

OSF-1 and OpenVMS. 
- GIS's SG&A and R&D costs are high compared to those of successful platform-led 

competitors. 

~ To close these gaps and improve performance in the platform-led market, GIS should 
pursue a number of revenue generation and cost reduction initiatives. 
- GIS has already launched a variety of product-oriented marketing programs to bui ld 

revenue in this market. 
- Increased reliance on indirect distribution to smaller accounts and rationalization of 

marketing efforts throughout Digital should help bring SG&A costs and, therefore, 
channel productivity in line with competitive benchmarks. 

- Although current high levels of R&D spending reflect major, new-product 
development with Alpha and OSF-1, efforts should be made to keep future R&D 
costs down to competitive levels. 

- Modest revenue growth and a competitive cost structure would create a $330 million 
operating profit in the platform-led market by FY1994 versus the current projected 
$200 million . 
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Qyerview of Platform-led Market 

MARKET DEFINITION 

The platform-led GIS opportunity is defined as platform sales to existing applications mostly 
wi thin Digital's installed base. This includes CPU power upgrades, downsizing , and 
competitive migrations when the application is portable to Digital hardware. Two-thirds of 
GIS revenue is accounted for in this market 

STATEMENT OF STRATEGIC INTENT 

To defend Digital 's installed base of VAX customers by providing platforms and support to 
existing applications while migrating to Alpha. As th is segment is primarily focused on the 
installed base, it is critical to GIS as a source of profitability but not likely to yield significant 
revenue growth 

STATEMENT OF STRATEGIC OBJECTIVES 

To return this business to profi tability and generate maximum cash flow to fund growth in 
applications- and solutions-led opportunities. In order to fulfill this strategy, several 
objectives must be met 
- Reverse share erosion with new product launch through OpenVMS and Alpha ready 

platforms - both in technical and commercial markets 
- Reduce SG&A from 53% to 30% by FY 1994 
- Substantially improve revenue productivity of the channel while protecting the top 

accounts that generate 80% of the revenue in each geography 
- Improve profitability from -$0.4 bi ll ion in 1992 to $0.3 billion in 1994 
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The platform· led opportunity is a $32 billion market of which Digital has a 7% share. 
Historically, the position had been stronger, but substantial erosion in the shrinking , technical 
markets has weakened it. 

PLANNING ASSUMPTIONS 

Area 

Market 

Competitive 
situation 

Products 

Planning assumptions 

- Total FY92 market of $32 billion (40% of the market avai lable to GIS) 
- Hardware spending accounts for $2t billion which is split one·third technical and 

two-thirds commercial 
- Market expected to grow at 5%/year 
- GIS revenue is $2. t billion which represents two·thirds of GIS revenue 

- Digital's installed base is currently facing competitive pressure from a number of 
sources 
• "Hot box" providers (e.g., Sun) who continue to set new price/performance 

standards 
• Unix workstations in the technical market 
• IBM's AS/400 in the commercial midrange market 
• Client·server architectures supported by Intel·based operating systems (DOS, 

OS/2, Windows) or by Unix 
- Platform·led market shares 

• IBM 25% 
• Digital 7% 
• Fujitsu 6% 
• Hitachi 4% 
• Sun 3% 
• Unisys 3% 
• HP 3% 

- Competitors increasingly using indirect channels 
• HP has announced telemarketing for minicomputers 
• IBM, Wang , and Cray are seeking partnerships to reduce direct selling costs 

- Full line of VAX high·end, midrange, and entry systems running VMS and Ultrix 
- MIPS workstations supporting Ultrix and OSF·1 
- Alpha available in FY1993 
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Platform-led Value Delivery System Opportuniti es 

To compete successfully as a platform provide r into this segment, Digital must deliver 
platforms and layered software through the most cost-effective chan nel supported by a 
focused marketing effort. 

PLATFORM-LED VALUE DELIVERY SYSTEM 

Require­
ments for 
success 

803 0231fC 

Platfonn prlcel 
perfonnance 

- Unix platforms 
• Competitive Unix 

with full suite of 
commercial tools 
for OlTP 

• Competitive 
price/performance 

• Competitive 
interoperability 

- Other platforms 
• Increasing 

performance at 
acceptable price 

• Upgrade migration 
pathway 

Layered 
software 

- Operating system 
and networking as 
base capabitities 

- Leading horizontal 
applications (e.g., 
RDBMS) ported to 
open and 
proprietary OS 

Marketing 
programs 

- Promote openness 
of proprietary 
platforms 

- Stress pricel 
pertormance 

- Target vulnerable 
competitors 

- Target key trends 
Rehosting 
Reengineering 
Client-server 
Open systems 

Channel 
strategy 

- Use indirect 
methods (e.g., 
telemarketing) to 
cut costs 

- Simplify channels, 
eliminate 
redundancy 

- Focus direct sales 
effort or large 
opportunities, or 
where complexity is 
an issue 

Servlce/suppon 

- Offer price­
competitive 
hardware/software 
maintenance 

- Bring in platform 
integration skills 
where needed to 
close sale 

- Identify upgrade 
opportunities for 
sales 
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Digital 's installed base is eroding as "hot box" workstations replace midrange systems 
in the technical market and as Unix gains popularity. Over the past 3 years, this has resulted 
in revenue loss for Digital of approximately $1 billion - mostly in the technical market. 

EXPLANATION OF DIGITAL REVENUE CHANGES 
MIDRANGE AND LOW-END MAINFRAME MARKET 
$ Millions 

PRELIMINARY 

$4.200 

-- r:::l 96 _ _ 

~ _ _ _ 37 _ __ t::::=:97 ===r - - c;::::;: ==r 

--1 -341 ~ . Increase in 
Decline in Growth in Increase In low-end 
technical Loss 01 9 commercial commercial mainframe 
market size share points market size market share revenue 
(workstation because Unix (0.4 points) 
substitution) MR replacing 

$3.007 

VMSMR 
'--____ systems J '- J 

--v- -V-
Technical Commercial 

CYI 988 t99t 

Source: Internal data; Oala Quest ; learn analysis 

003<XXlB'E 
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Sun serves as a model of a successful platform-driven company. Sun is number one 
in workstation and Unix markets, consistently number one or two in price/performance, and 
leads the industry in sales productivity - having built outstanding partnering and channel 
support programs. 

SUN MICROSYSTEMS VALUE DELIVERY SYSTEM 

Sun 
strengths 

B03 0232JC 

Platform pr ice! 
performance 

- SPARC 
architecture, 
Unix-based 
philosophy, 
open-oriented 

- Focus on leading 
performance in 
technical, 
compute-intensive 
applications, 
limited commercial 
applications 

- Rapidly obsoletes 
old products 
(Viking chip) to 
maintain 
price/performance 
leadership 

Layered 
software 

- Continual 
enhancements to 
Sun as 

- Lead in competitive 
TP benchmarking 

- Unbundle as from 
platform, offer 
independently 

Marketing 
programs 

- Vert ical market 
partnership with 
key ISVs in 
commercial 
segment 
Promote SPARC 
architecture to 
systems 
integrators 
Intense marketing 

lix 

Channel 
strategy 

- Direct sales force for 
largest accounts 
only, VADNARs for 
others 
2·tiered VADNAR 
distribution structure 
for low end 
Tightly focused 
emphasis on 
4 horizontal, 
6 vertical markets 
(e.g., imaging, 
banking/securities) 

Service!support 

- Use third parties for 
hardware services 

- Avoid entering 
value-added 
services segments 
(Sl) dominated by 
stronger players 

- Aggressively 
manage assets 

Results 

- #1 worJo;station 
market share 
(29%) 

- #1 Unix market 
share (12%) 

- Consistently #1 or 
#2 in price/ 
performance 

- Sales produclivily 
leads industry 
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product GaRs. Digital has significant gaps in its value delivery systems for platform-led 
sales. Many of the product gaps should be addressed by the new OpenVMS product line 
and OSF-1 on Alpha. The cost gaps between Digital's current value delivery system and one 
which returns Digital to profi tability wi ll require further measures to close. 

DIGITAL GAPS IN PLATFORM-LED SALES 

Platform price! Layered Marketing Channel 
) Service/support 

performance software programs strategy 

Digital - Interoperabilityl - 2nd-largest installed - Focusing on key - Large direct sales - Large, skilled Product gaps 
strengt hs networking using base market trends force maintenance force _ Full-function Unix 

VAXNMS - Good support for - Integrated with - Multiple channels to - Excellent networking _ Leading-edge 
- Competitive existing applications industry groups customer skills price/performance 

price/performance - Focus on "box 
- Migration path to flogging- Cost gaps 

Alpha _ Fragmented. 

V 
redundant marketing 

Digita l - Full function Unix lack of Unix - Highly dependent - Costly direct channel programs 
weakn esses for the commercial prohibits off-base on OpenVMS - Heavy emphasis on _ Heavy reliance on 

space appeal success direct selling in small direct selling in small 
- Inadequate suite - Own base targeted Fragmented accounts accounts 

of TP tools by competitors across many - Unclear channel _ High R&D costs 
- Cost of upgrades High R&D costs initiatives and strategy 

to Alpha organizations 
- Historical focus on - Multiple groups 

technical market driving marketing 
- High R&D costs effort 

80302S2iE 
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Cost Gaps. Compared to successful platform-led competitors. GIS's SG&A costs are 
very high: 53 percent for GIS compared to 25 to 30 percent for competi tors. These 
competitors are successful in focusing their direct selling efforts on large customers and 
using indirect channels for smaller accounts. 

COMPETITIVE SG&A BENCHMARKS 

Competitor 

Cray 

Amdahl 

Sun 

Stratus 

Platfonn-led strengths 

Se lls platforms to the 
technical market - not 
applications-led 

- Oirect selling effort focused 
on a limited set of potential 
customers 

- Direct selling effort focused 
on named set of IBM sites 

Uses indirect channels 
heavily 

- Focused direct se lling 
- OEM in Telecom and other 

segments 

I Best demonstrated practice 

D 
D 

1992 SG&A costs 

118% 

'--___ ---'1 23 

SG&A as reported in 
financial statements 

T olal SG&A costs 
divided by product 
revenue only 

121 

~===~1 28 
I 26 

128 

1 30 

" 1 37 

Digital 
FY92 I i 1

53
% 

FY93 ' I 46 
t> SG&A gap = 23·28% 

~ 25-30% 

Source: Gartner Group; Yardstick Report 

1303 0249iE 
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Digital's uncompetitive cost structure is reflected in sales performance benchmarks. 
Digital's sales productivity, both in absolute and re lative dimensions , is the lowest of major 
platform-led competitors. 

SALES PRODUCTIVITY 

SALES PER EMPLOYEE FOR 
PLATFORM-LED COMPETITORS 
$ Thousands 

300 

- Sun 
, - - - Amdahl 

- Cray 
. " ...... Stratus 
- Tandem 
~.,.,.,. ,- Digijal 

REVENUE PER SALES AND 
MARKETING EMPLOYEE 
$ Thousands 

ESTIMATE 

1987-1991 
annual 
productivity 
Improvement 

Competitors Sun , $880 15% 

200 • . ' • 
• • 

•• • • 

... . ~~, .... '" -............... ... 

100 ~"""",m._",~- "* .......,......,--1 

o L' ----''---''---....... --..... 

1987 88 89 90 1991 

Source: Annual reports: learn analysis 

B03 0227.1/F 

HP 870 6% 

Digijal 
IBM 600 8% 

Digija 470 -0.5% 
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GIS's R&D costs are slightly higher than leading platform-led competitors'. Some of 
this gap may reflect the current level of spending on Alpha. 

COMPETITIVE R&D BENCHMARKS 

Compelltor 

Sun 

Tandem 

Cray 

Platfonn-Ied strengths 

Leader in product 
price/performance 

- Continual enhancements 10 
Sun OS 

- Development and testing of 
proprietary fault-tolerant 
hardware 

- Recent shift to open 
systems 

- Leader in supercomputing 
- Innovating massively parallel 

systems 

R&D costs 

1======.110

% 

'--__ -----'1 11 

c:=J R&D as reported in 
financial statements 

c:=J Total SG&A costs 
divided by product 
revenue only 

I 1'4 c---- 1'7 

I 1
' 6 

L--_________ 121 

I Best demonstrated practice 

FY1992 I .. ____ 1 21 % ~ Digital 
R&D gap = 1-6% 1----mm_ ••• -, 1 21 

FY1993 I ~ 15-20% 

Source: Gartner Group; Yardstick Report 
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Initiatives to Build a More Successful Platform Value Delivery System 

To defend the installed base and improve profitabi lity, Digital should pursue both 
revenue generating programs and cost· reduction effort s. 

REVENUE GENERATING PROGRAMS 

OpenVMS, Alpha ready: revitalize the VAX line by communicating improved functionality , 
price/pertormance , openness, and Alpha readiness 

Accessworks: boost marketing effort for integrated Accessworks servers 

Global networks: target high-potential customers and sell packaged modular networks and 
global networks 

Protect FABS installed base: use Market Leaders Program, CPR program, Premier Partners 
Program, and products/applications marketing to defend the FABS installed base 

COST REDUCTION EFFORTS 

Focus direct sell ing on large accounts and increase usage of indirect channels for small 
accounts 

Reduce other field-re lated costs by rationalizing field infrastructure 

Consolidate and rationalize production systems marketing programs 

Reduce R&D spending through increased reliance on licensing techno logies available in the 
market 

Justify future investments in VAX, VMS on a cost-benefit basis for the installed base 
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Revenue Generation. GIS has already targeted $44 million in marketing initiatives to 
platform-led sales. These programs will help defend the installed base and maintain the 
$2. t billion in platform-led revenue. 

GIS REVENUE GENERATING PROGRAMS 

FY1993 
spending 

Program___ $ Millions Description 

OpenVMS 
Alpha ready 
Accesswo rks 

Global networks 

Protect FABS 
installed base 

Source: Company data 

} $30 

8 

6 

$44 

- Build enthusiasm for VAX by stressing functionali ty, 
price/performance, openness, and Alpha readiness 

- Emphasizes integrated Accessworks servers 

- Target high-potential customers and sell packaged 
modular networks and global networks 

- Migrate SAP, Oracle, OBS, Ross to Alpha; stimulate 
VAXNMS and U~rix sales 
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Cost Reduct jon. GIS is anticipating a reduction in its SG&A from 53 percent to 36 
percent by 1994. Even at this reduced level, average GIS SG&A wi ll be 6 percentage pOints 
higher than best demonstrated practices in platform-led selling. By 1994 R&D costs are 
projected to be at competitive levels. 

COSTS 
Percent of sales 

GIS, ACTUAL AND PLANNED 

121% 
, 112% , 

- - - - -- - - - - ... -- - -- ----, 
SG&A 53% , 91% 

46% 

36% 

R&D 21% 21% 
, , 

14% --
COGS 47% 45% 41% 

FY92 FY93 FY94 

Source: Company data; team analysis 

8030""'" 

E ST I MA TE 

BEST DEMONSTRATED 
PRACTICE 

85% 

30% 

14% 

41% 

FY92 

, 

100% = Revenue 

Major gaps 
, 

/ 
/ 

/ 

- Focused direct selling on small number of accounts 
- Heavy use of indirect distribution channels 
- More efficient use of direct selling resources 
- leaner corporate staff 
- Focused marketing programs 

, , , 
, , , 

- Outsourcing 01 technology where possible 
- "Fast technology followers" 
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Digital's selling cost is part icu larly high in the United States. Europe may have 
already implemented a more effective and efficient selling model. 

DIGITAL DIRECT SELLING COSTS 
Percent of NOR (including product and service revenues) 

Digital SG&A 
Percent of NOR 

33% 

General and administrative I 4 

Direct selling cost 14 

, , , , , , , , , , 

14% 

20% ,- 3 , 
" 3 

Other field costs 15 

Worldwide 

, DCC , 
Sa,les support , , , , 
Direct sell~ng , , 

F 1= 
3 

10 

Wortdwide 

Nole: Does not include OCher Field Costs which total 150/0 of sales worldwide 

Source : IBU financial performance report 

B0302291if 

, 
, , 

14 

u.s. 

, , 
" " , " 11 % , , , 3 -

, -
8 

Europe GIA 

10% 

4 

6 
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The concentration of revenue in a limited number of large accounts suggests that a 
selling effort focused on a few hundred top-named accounts may be more efficient. 

CONCENTRATION OF REVENUE IN TOP 
200 U.S. ACCOUNTS - 30 VTD 1992 
$ Bill ions 

WORLDWIDE 

100% = $10.0 

GIA 

14% 

37% u.s. 

49% 

f::u rope , 

Source: IBU financial performance: US CIC customer reporting 

803 023M' 

u.s. 

100% = $3.7 

15% 

20% 

65% 

" 

\. 
. 

I 

Second 100 
customers 

Top 100 
customers 
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GIS is dependent on the field to deliver certain minimum resources for both base 
coverage of key accounts and special programs. These resources must be protected despite 
the need to achieve a sustainable cost structure. 

GIS REQUIREMENTS FROM THE GEOGRAPHIES 
Headcount by geography (U.S., Europe, GIA) 

FABSI 
"Specialty" High Polycenlerl Unlsys & IBM 
head count Performance data basesl Network competitive 
needs Open VMS Teams Cohesion panners migration 

Sales - 50ITBOITBO" 70/40/15 - -

Sates support BO/40/20 50ITBOITBO" 70/40/15 65/45/60 -

Ma~etjng 20/40/20 - B/B/2 - BITBOITBO' 

Base coverage - For top number of accounts that represent roughly 80% of revenue in each geography 
for key • Reduce direct sales force by no more than 15% 
accounts • Reduce sales/support ratio by no more than 1:4 

- For overall recovery 
• Ensure competency of sates and support for Open VMS, Alpha, and industry areas 
• Establish product sales goals for all reps (x% VAX/Alpha, x% workstation/pes, 

x% add-ons, x% service, etc.)' 
• Protect product specialties for major technologies 
• Increase indirect to direct channel ratio from 35% to 45% 

AU To Be Determined: levels 01 resources will be available by July 1, 1992 

BOO025l1E 
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Significant reductions in SG&A will result from the utilization of indirect channels for 
low-priority accounts, the rationalization of field infrastructure, and the consolidation of 
redundant marketing programs. 

AREAS FOR FURTHER COST REDUCTION 
AND PRODUCTIVITY IMPROVEMENT - SG&A 

Areas 

Focus direct selling on top 
accounts, rely more on indirect 
channels 

Focus direct selling efforts on 
top number of accounts which 
represent roughly 80% of 
total sales 
Assign next tier 01 accounts to 
VADs and VARs under 
regional sales management 
with very tittle direct sales , but 
some support involvement 
Assign bottom lier of 
accounts to telemarketing and 
catalogue driven sales efforts 
Reduce other field costs by 
rationalizing field 
infrastructure and increasing 
span of control 

Rationalize and eliminate 
redundant marketing efforts 
- Identify production systems 

marketing efforts across entire 
Digital organization 

- Consolidate and prioritize 
programs 

Ration ale 

- SG&A costs are nearly twice those of leading 
platform-led competitors 

- Selling costs are especially high in the US. -
direct selling, sales support, and DCC costs are 
nearly double in the U.S. compared to Europe 
and GIA 

- Sales per employee for Digital are half that of 
leading platform-led competitors 

- Alternate, indirect channels provide more cost· 
effective distribution 

- Successful competitors are increasingly relying 
on indirect channels (over 50% of Sun's sales 
are through indirect channels) 

- Digitars matrix organization creates multiple 
marketing departments focused on similar 
products and customer groups. for example, 
network marketing occurs within NaC, LENaC. 
PCI. TNSG, and NIS 

- Sales reps report that they are inundated with 
vast numbers of disconnected marketing 
programs. These multiple efforts create much 
confusion in the field 

- Digital's sales per sales and marketing employee 
is nearly half that of leading competitors (Le .. 
Sun) 

Implication/dep endencies 

- Significant reduction in field 
head count 

- Increased reliance on indirect 
channel partners 

- Added capability in 
telemarketing (will take time to 
implement. but we should start 
now) 

- Marketing efforts must be 
focused on limited set of 
priorities 

- Coordination across business 
units required 

- Reduction in marketing head 
count, stage on increased 
program expenditures 
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In addition to cutting SG&A expenses, limited opportunity may exist to reduce R&D 
expense in platform-led business to competitive levels. 

AREAS FOR FURTHER COST REDUCTION 
AND PRODUCTIVITY IMPROVEMENT - R&D 

Areas 

Reduce R&D costs by partnering 
and licensing technologies from 
others 

Limit investments in VAX 
architecture and VMS to those 
which can be justified on a cost­
benefit basis to the installed 
base 

Rationale 

- GIS R&D costs are 21 % of sales compared to 
10-15% for leading competilors 

- Digital's engineering is predisposed towards 
developing technologies in-house even 
when suitable technologies exist in the 
market (e.g., layered software) 

- Customer interviews reveal that with the 
announcement of Alpha and OSF-1, the 
potential to sell VAX/VMS outside the 
installed base may be limited 

1m pllcat lon /de pe n de n c Ie s 

- Increased reliance on 
outsourced technology 

- In some cases a "fast 
follower" strategy may be 
more cost-effective than 
pioneering new technologies 

- Cooperation 01 non-GIS 
engineering groups required 

- limited future investments in 
VAX. VMS with resources 
devoted to rushing good 
enough commercial versions 
of Alpha and OSF-1 to market 
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Financial Impact 

The planned GIS restructuring would restore Segment 1 to profitability by 1994, but 
would not achieve maximum profitabi lity. Further restructuring to bri ng t he cost structure in 
line with best demonstrated practices would contribute an additional $ 130 million in 
operating profit. 

IMPACT ON FY1994 FINANCIAL PERFORMANCE 

GIS COST STRUCTURE-
1992,1994 

121% 

21 

91% 

14 
53 

36 

47 
41 

85%......" 

14_ 

30 

r-

FY1994 OPERATING INCOME 
GIS MARKET VIEW 
$ Millions 

- -

660 

-$460 At planned 

__ I I 
- -

130 

At best practices 
cost structure 

41 
At current GIS 1994 GIS cost 

FY1992 
current 
plan 

FY1993 
current 
plan 

Proposed 
FY1994 
cost 
structure 

cost structure structure 

Return -2 1% 9% 
on sales 

Note Assumes total GIS FYl994 revenue of $3 .4 billion and platform-led revenue of $2.2 billion 

Source. Company data : leam analysis 

003023311F 

15% 

$330 

Total 
operating 
income 
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APPLICATION-LED INITIATIVES 

The applications-led market is a critical component of GIS's production systems 
business. The team's analysis of GIS's position in this area and recommended initiatives to 
improve its position are as follows. 

~ The applications-led solution opportunity is a large and dynamic market, although GIS's 
position is eroding - both with the end user and CSO channel partners segments. 
- Platform sales with the segment are $32 billion per year, growing at 1 % annually. 
- Buyers and channel partners are shifting to open systems, in many cases Unix. 
- A small number of CSOs dominate most vertical segments. Building partnership with 

these CSOs and expanding market share within the relationship is a critical success 
factor in this segment. 

- Channel revenues are highly concentrated among Top 50 CSOs and are shrinking 
dramatically despite unit shipment growth in some segments as price pOints fall. 

- Channel support programs are weaker than competitors' (e.g., HP and IBM). 
- GIS does, however, have pockets of strength on which to build in several vertical markets. 

~ Successful models for competing in the applications-led area exist and can be used to build 
a get-well plan for GIS in this segment. 
- Clearly identifiable best practices exist. 
- HP and IBM (AS/400) business systems serve as useful case examples of successful 

strategies. 
- Digital's value delivery system gaps are identifiable and addressable to improve 

performance. 

~ To improve its performance in these markets GIS should launch a host of initiatives to bolster 
its channel programs and increase revenues. 
- Launch base-level programs to address platform availability deficiencies (e.g., Alpha, 

OSF-1 ). 
Implement programs that improve revenues from existing partners. 
Implement programs to attract major new partners in selected ve rtical industry segments. 
Begin efforts to improve the quality and execution of channel support programs and sales 
effort s. 
Capture the $170 million to $300 million in incremental revenues potentially available to 
GIS from implementation and execution of the above initiatives. 
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Applications-led Strategy Overview 

MARKET DEFINITION 

The applications-led solutions market consists of systems sold through , or in conjunction 
with, a third-party partner (e.g. , CSO) along with a packaged application solution . In this 
market, the customer primarily buys based on the strength of the application ; and the solution 
provider exercises great influence over the choice of platform and therefore plays a dominant 
role in future customer buying decisions 

GIS STRATEGY AND OBJECTIVES 

GIS's strategy in this segment is to increase its share of VMS and Unix platforms sold through 
applications-led solutions partners, particularly in the large and growing commercial 
segments by achieving the fo llowing objectives 

- Reverse the decline in sales through existing vertical channel partners by focusing 
resources and programs only on the key partners and segments, in order to build a more 
competitive value delivery system generating an incremental $50 million to $100 million 
in revenues by FY1994 

- A"ract new partners in high-potential vertical market segments, generating an incremental 
$120 mi llion to $200 million in production systems revenues by FY1994 
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MARKET ASSESSMENT AND PLANNING 
ASSUMPTIONS SUMMARY 

Area 

Market size 
and growth 

Major forces at 
work 

Competitors· 
share of 
platform sales 

Platform 
trends 

Use of channel 
partners 

Digital position 

Assessment/planning assulJ)ptlons 

- Hardware and OS sales = $32 billion; CAGR = 1% 
- In overall IT market. new applications represent 87% of industry growth, 50% of which is in this 

market 

- Customers' buying decision based on ve rtical application features and standards-based platforms 
- Falling price points and gross margins dictate increased use of indirect channels 

- IBM 23% 
- HP5% 
- Fujitsu 5% 
- Digital 2% 

- Shift to Unix platforms and client-server architectures 
- Decline in proprietary minicomputer shipments (except AS/400, which is expected to grow at 5-

7%/yea r) 

- Top vendors in each market segment have dominant market share 
- Hardware vendors must have support of lead ing vendors to be competitive, quality not quantity 

matter 

- Weakly represented in many important commercial markets, stronger in many technical markets 
- Digital is rapidly losing support of many large important channel partners on which it relies for the bulk 

of its indirect channel revenues 
- Initial Alpha platforms available 03 FY1993 for VMS and OSF-l 
- Production systems capable OSF-l by 01 FY1994 
- Attractive application-based vertical or horizontal market segments for Digital are 

HeaHh care 
Manufacturing 
Telecom 
Banking 
Utilities 
FABS 

Appencix 3 contains a deta~ed competitive profile on IBM and HP 
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Sales 01 production systems through partners and packaged applications comprise a 
thi rd of GIS's available market and the avai labi lity of the appropriate packaged solutions is a 
key customer buying factor fo r GIS's product suite. 

TOTAL SEGMENT SALES - APPLICATION-LED 
PRODUCTION SYSTEM SALES 
$ Billions 

$\94 
, 

\00 % '" $173 , , 16% 

Custom S 13% ---
30% 

Packaged applications 31% 

-- -

Platform sales 56% 54% 

\ 99 \ \993 

QAlili 

6.0% 

15.0% 

5.0% 

4.6% 

Nole : Tolal sales include all hardware, software, and services in the segment 

Source: IDC; Dataquest; interviews; learn analysis 

B030179/f 

"Alpha is nice ... it's good to have 
additional horsepower, but what 
can I seriously run on it ... little to 
nothing!" 

- MIS manager 

"The hardware is just 'processing 
iron' thaI runs underneath the 
application. I worry more about 
how the application helps my 
business," 

- Business unit manager 

43 



Market Shifting to Open Systems. Customers, and especially Digital customers, are 
increasingly considering Unix as a platform for new appl ications. 

PLATFORM CHOICES FOR NEW APPLICATIONS 
Which platform will you consider for those new applications? 

DEC BASE 
Survey"" 168 responses 

VMS 61% 

Unix 39 

BROADER MARKET 
Survey", 341 responses 

AS400 

Unix 

VA'tJVMS 16 

32 

52% 

Nole: Of these applications 21 % are expected to be 
downsized, remaining are not 

Nole: Unix likely to be used in in downsizing 46'>fo of time vs. 
VAXNMS 21% 

Source: Standish Group Survey 341 respondents across 12 industries, May 92 
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In interviews, few customers claimed to be making substantial future investments in 
VMS or OpenVMS systems, they are investing in developing two-tiered architectures -
typically through extending thei r applications in the MVS space while growing the the client­
server segments such as Unix , DOS, and OS/2. 

WHERE COMPANIES ARE MAKING 
MAJOR FUTURE INVESTMENTS 

DO S , 
VMS / OS / 2 

Customer MVS 05400 OpenVMS Uni x Wi ndows, 
Mac as 

Campbell Soup ~ ~ ~ ~ 

Lever Brothers Co. ~ ~ ~ 

Tambrands ~ ~ 

Nabisco ~ ~ ~ 

Polaroid ~ ~ ~ ~ 

Kodak ~ 
Bristol Myers Squibb ~ ~ ~ 

Goldman Sachs ~ ~ ~ 
Shearson/Lehman ~ ~ ~ 
The Boston Company .J .J 
National Citibank .J ~ 

Soci ety ~ 
J.P. Morgan ~ ~ 

Panhandle Eastern ~ ~ .J 
Houston Ught & Power ~ ~ .J 
Indianapolis Power & Light ~ .J .J 
PSI ~ ~ 

Detroit Edison ~ 

Source: Inlerviews 

45 



Many leading CSOs are porting or rearchilecting their applications to Unix to respond 
to this shiH in buying patterns. 

MAJOR esos CONVERTING TO UNIX 
$ Mill ions 

'990 Current operating 
eso revenue system 

Ask Computers $340 VMS, OS400, MPE 

Ross Systems 30 VMS 

D&B software 425 MVS, OS400 , VMS 

Quotron nla "Proprietary" 

ABB nla VMS 

SAP ,r MVS 

LegenVGoal 350 Various 

SAS 240 VMS, MVS 

Software AG 55 Various 

Atex 60 VMS/PDP· ' , 

• U.S. only 

Source: IDC: trade press; interviews 

ILLUSTRATIVE 

Reason 

Customers defining Unix as open 

Customer demand 

Facing increasing pressure from Oracle 
and People Soft in client/server 
applications 

Distributed environment for trading 
system 

Customer demand 

Vendor independence, customer demand 

Vendor independence, customer demand 

Vendor independence, customer demand 

Customer demand; ease of porting 
applications from MVS to Unix 

Strategic realignment with IBM RS/6000 
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Segments Dominated by Small Number of GSas. In general , a few vendors often 
dominate vertical market segments. This suggests that which GSas Digital attracts, not hm:i 
maay, is a critical success factor in this market. For example, the contrast between Digital's 
penetration of leading health care and FABS GSas versus selected banking vertical 
segments is striking . 

MARKET SHARES OF CHANNEL VENDORS 
IN VERTICAL SEGMENTS 
Percent 

BANKING - DEPOSITI 
LOAN SYSTEMS 
100% • $670 million 

Otho< 
~ 

""' Unisys I 7%' 36% 

Systematics 

CAl 

~Kirchman 

"""" 

BANKING - OPERATIONSI 
ADMINISTRATIVE SYSTEMS 
100% _ $250 million 

Systematic 

NCR~~ 

• Includes channel vencbrs with revenues OV9l' $5 m~lion 

Source' Markellnteligenc:e; Gartner Group: CW data base 

OOJ0240.F 

FABs - ACCOUNTING 
SYSTEMS 
100% _ $900 million 

""'~ 

CAl 

EdNards 

c=:J Based on Digital platform 

HEAL THCARE" 
100% _ $1 ,557 million 

"""" CyCare 

500q.Jest ..(~ 
IDX~" """",,"'" 

Alley - , 

""''''' """"" Sysb3ms 
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Digital Indirect Channel Reyenue Highly Concentrated , and Shrinking, Digital is 
heavily re liant on its top 100 CSO partners for its indirect channel revenues, Although only 
14 percent of all of Digital 's CSOs, they generate 56 percent of indirect channel revenues, 
Outstanding support of these few partners is criti cal to maintaining indirect channel revenues. 

CONCENTRATION OF INDIRECT CHANNEL REVENUES 

Top 50 esos 
51 ·100 

101 ·200 

All others 

100% = 766 

7% 
7% 

13°/c. 

73% 

Percent of esos 

100% =$1,471 million 
- ---

, , 
' , ' , , , , , , , , , , , , , , , , , , , , , , , , 

45% 

11 % 

11 % 

33% 

Percent of total 
channel revenues 

Source: u.s. Channels Marl<eling, based on actual revenues from 01 FY 91 through February FY 92 
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Digital has been unable to increase its indirect channel revenue despite large unit 
shipment increases in some product categories. Falling prices are outpacing the ability of 
Digital's channels to place enough hardware to maintain revenue levels. Unix workstations 
are the only exception to this trend with revenue growing 30 percent year over year - albeit 
off a smaller base. 

REVENUE AND UNIT GROWTH, INDIRECT CHANNELS 

DIGITAL WORLDWIDE INDIRECT 
CHANNEL GROWTH, 03 FY91 ·03 FY92 
Percent 

Large systems Mid-range systems 

-8% 

-34% 

-50% 

-75% 

Source: OEMN AR Business Group 

BOJ0216.1N 

VAX Workstations 

45% 

T 
-13% 

c=J Revenue 

c=J Units 

Unix Workstations 

80% 

31% 
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Among large accounts (over $1 million in revenue) those whose purchases from 
Digital declined vastly outnumber those who have increased their buying from Digital across 
all geographies. 

DIGITAL REVENUE TRENDS AMONG 
LARGE CHANNEL PARTNERS' 

u.s. 
100% = 143 

46% 

"' .. ,g 

High Stable·· High 
growth·· decline" 

EUROPE 
100% "" 138 

__ . v 

~I 

61% 

High Stable High 
growth decline 

GIA 
100% =56 

9% 

n 

64% ~ ,. 

27% 

High Stable High 
growth decline 

Large acx::ounts defined as Ihose w~h over $1 M in Dig~al product revenues through Q3 FY92 
High growth defined as 25% or greater revenue increase Q3 FY91 over 03 FY91. Stable defined as revenue within +1- 25% 
01 previous year. High decline defined as 25% or greater revenue decrease 03 FY92 over Q3 FY91 

Source: OEMNAR Business Group 

B030253'11 
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FY1992 revenues from the Top 20 CSOs in FY1991 will be on average 36 percent 
less if present trends continue. This revenue drop clearly indicates Digital 's channel position 
is eroding beyond the effects of the economic downturn . U.S. Channel Marketing's total 
FY1992 revenue projection is 29 percent less than FY1991 . 

FY91 TOP 20 CSOs -
FY92 REVENUE OUTLOOK' 

FY92 PERCENT INCREASEI 
revenuss 

'YO, Mat1lel 
through DECREASE IN PROJECTED 

","king eso focus 
February FY92 REVENUES OVER FY91 · 
$ Thousands 

•• ASK Computer Syslems Manufacllring $ 11 ,754 ....%_-
> lOX Computer Syslems Health Care 13,0!I6 -2S.c 
3. Shared M9dica1 Syslems Health Cafe 7.900 -52% 

•• Schtumbefgar Engntemg 9-'" 4 
5. Cernar CClfP. Health Care 18.092 P 21% 

• McDonnell Douglas """'" 2,082 •• % 

7. Gerber Aney Health Care 5,314 4.% 

e. ........ Health Care '.'" -3% 

9. User's'rI(:. """'" '.840 ~, 

". General Electric Engineemg '.604 ·73% ,,- J.H. leskin Associates RelaM 3,176 .... % 

" Asea Brown Bovieri Utilities '328 .60% 

" Siemens Corp. Health eare 3.538 ·39% ... National Compuler Systems """'" 5;324 -. % ... Cornlar Business Who_ 3,457 -36% ... System Associales (AMEX) FM~ 3.037 -43% 

". Bloclcbuster Reta~ ' .332 ~= ". ESCACorp. Ulilities 3;'68 -36' ... EDS Engineerilg 6,07'9 21% 

20. PRC srateAocal government 632 
.,% 

L Average · 
(36%) drop 

Note: FY92 tun-year estimates based Of! annualizing actual revenues from a 1 FY 92 tlrough Feb 1992 

Source: u.s. Channels Marketing 

8030183.1N 

u.s. CHANNELS MARKETING 
TOTAL REVENUE FORECAST 
$ Millions 

$953 -------- ---, • • , 
: , , 

$678 ~ 
----, 29% 

"" ... 

FY9. FY92 
AclJai Prcj9c1ed 
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Channel Support Programs Weak. While Digital has recently improved its product 
characteristics in the VAXNMS line, the channels view Digital as having weaknesses in the 
critical dimensions of the Unix and channels programs. These are areas where substantial 
emphasis is required to be competitive. In contrast, HP ranks consistently in the top one to 
two across almost all categories. 

CHANNEL PARTNERS' RANKING OF VAR PROGRAMS 
Ranking among 14 hardware vendors· 

Digital 

Hewlett 
Packard 

IBM 

PRODUCT CHARACTERISTICS 

Product 
quality 

3 

1 

6 

I 

l 

I 

Prlcel 
perfonnance 

6 I 

2 I 

10 I 

SUPPORT PROGRAMS 

VAR 
technical 
suppon 

4 I 
1 

3 l 
I 

VAR 
marketing 
suppon 

12 I 

2 I 

3 I 

Quality 
of leads 

~ 
1 I 

2 I 

Other vendors ranked ioclLKle Data General, Prime, TI, AT&T, NCR, Unisys, Sun, Altos, GRID, WYSE, Apple 

Source: VARBUSINESS 

OOJ0118/.1E 

Joint 
sales 
calls 

10 I 

1 

6 l 
I 

Minimize 
channel 
conflict 

10 I 

5 I 

12 I 
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Vertical Market Opportunities to Focus On. IBM has achieved much better penetration 
than Digital in several important vertical market segments. Digital's overall share of IT 
spending in most verticals is low. 

MARKET SHARE BY INDUSTRY SEGMENT - FY1991 

Tol91 markel sIze 
IBU $ Mllions Dlgllal shate Key compelilor share 

Insurance $15,50 '" IBM 63% 
Mlldia C , % IBM 16% 
Utilities 6.200 '" "M 
ReteiliWhdesala 17.000 ,% IBM 53% 
Computer Sortwell! & Services 37 ,000 ,% 
Legal Services 6,300 2% 
ArchJEngineerlngJConstrUC1ion 4,000 ,% 
Accountants 8 Consultants 18,000 ,% 
OIlier Professional S8fVices 5,000 2% 
Heslthcare 7.100 , % "M ,,% 
Aerospace 12,700 8% '8M 
AutomOliv& & Other DiscIlIle 7,768 6% '8M 
Chemical 16,907 7% '8M 66% 
Electronics/Consumer 8,300 6% '8M 
Elec1ronics 28.592 ... lBMlHP 
Consumer Packaging 6.488 6% 
GoodslSOS 6,533 

" 
'8M '0% 

Oil & Gas 2.382 % '8M 
Pharmacoo~cal 21.525 '" '8M 
Forest, Mining, Metals & Glass 18,000 6% 
Education 72,300 0 

'8M "" 
Small & Medillrn Enl&lprise 26,900 6% '8M "'% 
Banking & Invllstments 12.900 '" '8M 
T elecommul'licslions 22,280 '" IBMlHP 
T r (lv&I/T ranspo!"lalion 47,000 0 "M ,,% 
Components 2 1.400 '" Finance & Admin. Business 25.000 8% '8M 9% 
Syslems 19.000 " '8M "" OUice Informafion Syslems 2.700 % IBM 3% 
Eleclronic Publishing Systems 5.245 " Motorola '''' Appl ication Development " % 
Syslems ,% 
EnVlfonment 
TechnICal OEM 

•. Dala not available lor leading vendors 

Note: Data unavailable 101" cable television, lederal government. statQlIocaf government, and lIS Operations and 
Planning markets 

SOlJrca; Dig~alIBUs 

8030244"8 
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A preliminary analysis suggests that the telecom, health care, banking, utilities, and 
manufacturing vertical markets , in addition to FABS as a horizontal opportunity, should be the 
preliminary target markets GIS should focus on in FYt 993. 

TARGET MARKETS FOR INITIAL GIS FOCUS e Strong 

o Weak 

!:;III!ula 
Relative Current Ability to esol 

Market Market Digital prof it- mobilize other channe l 
Verticals si ze srowth s ha re ab il it ~ ~arts of Dis ilal E!:osition Comme nt 

Sugge sted Telecom • • • • () () Highly profitable 
foc us areas IBU 

Health care • • () () • • High growth, 
excellent channel 
position 

Banking • • () () () 0 Huge market, 
moderate Digital 
position 

Manufac- • () • () () • T raditionaJ Digital 
turing strength 
Utilities • () () • • () Strong IBU, but 

share gains in 
commercial 
systems dillicult 
to achieve in U.S. 

FABS • • • () • () Aggressive efforts 
underway to 
recruit new esa 
parlners , 
particularly for 
Unix solutions 

Other Chemical () () • () ? () 
po ss ibi lities 

Travell • • 0 () ? () 
transportation 

EPS () () • () ? • 
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Successful Business Models and Digital 
GaDs in the Applications-led Opportunities 

Elements across the enti re channel/partner value delivery systems must be aligned to 
build a successful and competitive packaged solutions business. 

KEY FACTORS FOR SUCCESS fN 
APPLICATfONS-LED SOLUTIONS SEGMENT 

Provide competitive 
hardware platforms 

Leading price-performance 
platfonns priced to give 
partner competitive margins 

Clear commitment to 
platforms, ongoing 
development to maintain 
leadership position 

Adherence to open standards 
(e.g .. Unix) required to attract 
new name partners 

Excellent technical, porting, 
and developmental support 
programs 

Broad product line - with 
premium and fighting brands 

Develop/auract 
base·~ve l horizontal and 
layered software 
components 

Availability of industry-leading 
middleware and horizontal 
applications on platfonn 
- RDBMs products 
- Horizontal applications 
- Networking 

communications required 
for interoperability 

Availability of development 
and porting tools, technical 
hotline support, and training 

Fund porting to vendor's 
platform 

Rl:lcru it and support 
leading vertica l market 
solution partners 

Target key vertical industries 
for strategic forus 

Atlractleading CSOs and 
solutions in each vertical 
segment, achieve #1 or #2 
position as platform supplier 
to CSO, maximize share of 
mind within each csa 

Constantly monitor and 
recruit emerging new 
channel partners 

Availability of porting and 
development lools, 
technical hotline support. 
and training 

Assign preferred vendor 
status or exclusive territories 
to leading CSOs 

Sa les, marketing and 
service delivery 

Superior execution of sales 
support programs 
- Corporate advertising 
- Cooperative advertising 
- Lead generation (direct mail 

and telemarketing) 
- Joint sales ca ll coordination 
- Trade show and seminar 

participation and support 

Minimization of channel conflict 

Incentives and commissions for 
winning business 
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Product characte ri stics, in general, are most important to VARs and therefore GIS 
should move swiftly to execute the OpenVMS and addi tional base platform initiatives 
(described in detail later in the document). 

VARs' RANKING OF IMPORTANCE OF VENDOR 
PRODUCT/PROGRAM CHARACTERISTICS 
Scale of t to 10, 10 being most important 

Price/pertormance 

Operating system supported 

Vendor reputation 

Ease of porting 

Customer demand 

Technicatsupport 

Reseller programs 

Marketing support 

Source: IDC survey 01272 VARs, May 1992 

90302"" 

148 

14 8 

I 8.5 

I 8.5 

172 

I 71 

169 

166 
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HP and IBM have better tuned and integrated their value delivery systems to succeed 
with applications-led solutions partners. 

COMPARISON OF DIGITAL'S VALUE DELIVERY 
SYSTEM WITH HP AND IBM AS/400 

c:J Key SI.ICX:>eISS taclors lor oompeti1of'S 

Provide 
eompetltive 
hardware 
plallorm 
environment 

.. ,,'" { horllonta! 
and layered 
sottwale 
components 

Recrull and 
support 
leading 
ver11ca1 
market 
SOlution 
providers 

. ,"'''' ''''' Hewlett-Packard , ._ .. . _-
- Leading prioeI - HP-Unix produds - Original AS/400 me IM'IdetpowerOO 

periOllnan08 platlonns mainlainingprioel 
performance leactership 

- Clear oommi1ment to - StI'Ol'lg oonti'lued iw9SImenC - Strong Investr1'\eflll to ~cye and broaden 
~ development 10 In HP·UnVc producls and ASl400lne 
maintain plallorm l'iabil~y PA-AISC architecture • Mont models, higher oo~r pai'/Bf 
and l8adership • InI-.-abiIiIy 

• POSIX~ 

- Availabil~yol - Compatblll w~h aI major 
industry-leading Unix RDBMs produds - Bundled proprielary RDBMS 
middleware - AggressiYedeiv&ryol CASE - Compatible...nth existng ilfraslrueture 01 

tools tor POSt>: ~ RPO-II ~ and dEweIopment 
MPE ~~ise 

- Target key vertical industries 1- Vertical market focus in 11 - Lweragll huge instaIed base 01 RPG,II 
to gait! market share MarIuIaduring vertical and horizonlal awlicarions 01 Sl3X 

- Assign pretefT8d ~ 
sta1l1SJexd\.ls.ive territories 10 
Isading partners 

OistrWion 
T"-" 
Hea/lh caAi 
Engineerirlg 

MatlIJaduring 
MecicaVeducation 
o...mm ... 

- Industry remarketer.:: given exclusive 
termories 

- 2m partner selec1ed earty i1 each sales eycIe 

Coordinate 
sales and 
,~ .. 
dellvl!!)' 

support programs 

{ 

-S...- .,,,,,,,," "' .... - Generous (10%) 'finders Ie&s' 
commissions on tlJ()!N 

"""'"" - Best at lead generation, 
t!!lamarkali1g, and joi1t sales 

""" 

- Channel pa1nermanagement handled in field 
to improve coordination with sales IOtee 

- Ex1ensive solutions semirors and programs 
i1volvi-tg pMners to generate Ie3ds and aeate 
CippClfMiIies 

Source: Oataquesl: VARBUSINESS: Gartner Group: Computer tlll~: interviews; team analysis 

BOO 0247,11E 

Dial' _.",,_ . 

- Pric:eIperlormance Iaggiog \It 

recenl price cuts - "wailing k 
A ... • 

- Contusion amor'I9 c:t\ar-neI an 
customers as to priorit)//supp , 
Oigilal OOvoljr19 10 VMS, 
MIPSfUllrb. and AIphaIOSF-
aeales hesilalion \0 oommil t 
anyolltlem 

,"" Digital b\IndIiog of Rd:J afl8l'l3l 
many RDBMs ISVs, reducec 

"-

- More dilfuse industry locus, 
although stroog ... 
manufacturing, ~, 

""'''"''''-

- Oig~al bids with muRipie 
partners 10 'lei customer 
decide' , aeates peroeption a 
disorganization with customer 

Digital ranked Iowerlhan HP 
and IBM on execution aI lieid 
marke4ir1g programs 
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Digital's packaged solution channel business system is not as coherent or consistent 
as either HP's or IBM's AS/400 channel strategies ; its product direction message is 
unfocused and field support of channel partners is viewed by them as uneven. As a result , 
indirect channel revenues are dropping dramatically. 

DIGITAL APPLICAnONS-LED SOLUTIONS 
VALUE DELIVERY SYSTEM 

Provide 
competitive 
hardware 
platforms 

Digital - Mixed signals regarding 
business Ultrix ."s. OSF support as 

~ra=teristic:s lead Unix otIering . 
- ~VMS appropnate for 

installed base, but nol a 
new name offering 

BusirteS$ 
system gaps 
bolw_ 
Digital 
positions and 
best praclices 

- Pricelperformance has 
lagged. now back in ~ne 

- Perceived lack of 
Iong·lerm, slrong 
commitment 10 a Sing!8 
Unix platform Cf8ating 
uncertainty among 
partners 

Attract horizontal 
and layered 
software 
components 

- Aggfilssive support of Reb 
alienated independent 
AD8MS vendors (e.g., 
Oracle) 

- FABS slowly penelrating 
IBM·cbminated VARs 
"Commercial strength" 
production systems 

- AlphalOSF.' midcleware 
nol a\la~able until FY94 

- Low penetrntion of FABS 
vencbfs; Digital nol viewed 
as obvious platform dloice 
to jX)rt to Unix 

- Support of Digital by 
RDBMS vendors is 
unenthusiastic 

Source: Interviews; company information; team analysis 

8030182.1JE 

Recruit and support 
leading vertical 
market solution 
providers 

- Digital strong in 
manutacrumg, 
heahh ca"9, and 
prinli'l!}'publis~ng but has 
low share 01 channel in many 
other verticals 

- VARs view Unix not VMS, 
as most attraclMi next 
platform tl port to. for new 
applications 

- Diffuse torus of resources 
across too many verticals 

- Lack of focus on lop CSOs 
responsible for majority of 
segment sales 

- No operational plan lor 
Slrategic equity investments 

Coordinate 
sales and 
service delivery 

- Digital does not select 
prime eso partner in sales 
opportUriti9S, cr&ales 
intramural competition 
which damages credibifity 

- Oigital ranked lower than 
IBM and HP in important 
channel support activities 

T edlnical support 
Marketing support 
Lead generation 
Joint sales calls 

- Poor executional suppor1 01 ""--Sales coordination 
Incentives/commissions 
Lead generation 
Marketing support 
Technical support 

EXA MPLE 

Results 

FY1992 vs. FY1991 
eso revenues 
dropping 
dramatically (est. 
29%) 

Major, once 
exclusive, esos 
(e.g., Ross, ABB) 
porting VMS 
applications to Unix 

58 



Initiatives to Close Gaps 

To begin revital izing the applications-led solutions business, GIS should pursue 
initiatives along four fronts which improve the base hardware and layered software offering , 
bolster support for key vertical market partners, and improve execution in the field. 

SUMMARY OF INITIATIVES TO IMPROVE 
APPLICATION-LED SOLUTIONS SEGMENT 

Pursue initiatives to improve base plaUorm. layered software, and horizontal partner position 
Base level GIS programs (e.g., OpenVMS/Alpha ready, FABS, ISDP ADSG initiatives, see Appendix 2) 

- Incremental initiatives 
• Accelerate OSF-l deyelopment to pursue segments of market not requiring full strength complex systems 

Clarffv marketing messaae for VMSlUltrix/OSF-l product positioning to channel and end-user 
Deyelop additional porting tools for popular competitive platforms 
Improye mjddleware oHerings by leveraging the industry infrastructure for data bases and other tools 

Rationalize and focus eso sypport programs for existing yertical market channel partners to reverse revenue 
decline 
- Reallocate investment to focus on top-tier esos 
- Target dominant 5 esos in 5-7 target vertica l markets for focused cultivation 
- Adiust incentives and commissions to promote production systems sale 
- Establish executives outreach/mentor program to increase communication 
- Selectivelv ioyest in leading esos to capture increasing share of value creation and protect Digital's position 

from competitive threats 

Attract new leading vertical industry esos to Digital platforms 
- Target 5-7 vertical industry for near-term focus 
- Bujld longer term recruitment process to build quality eso relationships 

Improve field execution of sales and service delivery processes involving eso partners 
- Improve lead aeneration programs 
- Establish preferred solutions providers by industry application and geographic segment 
- Improve coordination of joint selling efforts between field sales and CSOs 
- Improve eso technical and marketing supPOrt programs 
- Establish esa opportunity pipeline monitoring and sales support procedures 
- Institute information feedback/communication systems with largest VARs to monitors, in-depth and periodically, 

overall "pulse" of key esos 
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Base Platform Initiatives, Four key actions are required to strengthen GIS's offering in 
the production system environment. 

INITIATIVES TO IMPROVE APPLICATIONS·LED SOLUTIONS 
VALUE DELIVERY SYSTEM - BASE PLATFORM 

In it iati ve/act ion 

Accelerate development schedule to provide good 
enough OSF·l. i.e., stable commercial-applications­
ready version in 6-8 months earlier than current plan. 
Cr~ical path item to attract new esos who are 
developing applications on Unix platforms 

Clarifylharmoniz9 marketing message on posilioning 
of VMSJUltrixlOSF-llor channel and customer base. 
Possible message is OpenVMS for installed base, 
Ultrix migration to OSF-l. OSF-l lor new names 

Targeted market segments 
Differential pricing 
Advertising campaigns 
Sales literature and collateral 
Trade presslinduslry experts outreach activities 
to influence industry opinion leaders 

Develop additional porting tools to enable eSD 
panners to pon from competitors platforms onto 
Digital platform 
- AS/400·RPGI1 applications 
- HP MPE 
- Vulnerable competitors (e.g. , Bull) 

Improve middleware offerings through targeted 
programs to suppon third pany data base (e.g., 
Oracle, Inform ix, etc.) 

Resp onsi b i lity Timing 

- Software 
developmenVGIS 

- U.S. marketing to 
lead, GIS and IBU 
marketing to 
participate and 
support 

- Software development 
to develop 

- GIS to indicate which 
tools and development 
priorities 

- FABSIGIS 
marketing/systems 
engineering 

- Begin 
immediately 

- FYI993 

- End of year 
FYl993 

- Beginning of 
02 FY1993 

Goa l 

- Accelerate good-enough 
OSF· l delivery to Q3 or 04 
FY1993 

- Marketing message 
developed and 
communicated by mid· 
FY1993 

- Increased f ield sales and 
customer confidence in 
platform positioning and 
support (as measured by 
surveys) 

- Tools available and 
d istributed to key channel 
partners by end of year 
FY1993 

- Become ~#1 or #2" platform 
supported by key 
middleware vendors 
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EXisting Partner Initiatives, GIS, working closely with the IBU's, should quickly 
rationalize the existing CSO support programs to focus U on the dominant CSOs in each 
target market. 

INITIATIVES TO IMPROVE APPLICATIONS-LED SOLUTIONS 
VALUE DELIVERY SYSTEM - EXISTING PARTNERS 

I n I 11 a t I ve la ct ion 

FoC\JS major~y 01 rsu and field eso support 
resources and activ~ ies on Top 100 eso accounts 
to target and supports esos thai "really matter'" in 
production systems sales 

Target dominant esOs in 5-7 vertical markets lor 
focused cultivation in production systems sales 
(suggested verticals: health care, manufacturing, 
telecom, banking, utilities; see details on next page) 

Establish incentive program that rewards eso 
partners with "Iinders fee" by offering commission in 
total contract value of production system 
opportunity (nol just eso value added) 

Selectively make equity investments in leading 
esos to ensure commitment to Digital product 
pla1form 

Respon sibilit y Timing 

- GIS to identify CSOs - 02 FY1993 
- leUs and channel 

marketing to evaluate 
current resource 
deployment and 
reallocate 

- GIS marketing and - FY1993 
leUs to select and 
support target CSOs 

- Channels - 01 FY1993 
marketinglliekl sales 
to implement 

- GIS to assess 
financial impact 

u.S. channels - FY'993 
marketing to structure 
and execute 
transaction 

- reus and GIS to 
select! 
recommend CSO 
partners 

Goal 

- Activity and spending 
reallocated by mid-year 

Increase revenues 10% 
from target CSOs over 
projected FY,992 revenues 
for net impact 01 $50-100 
million in FY1994 

- Implement in 01 FYl993, 
increases in production 
systems sales through 
channel by Q3 FY1993 

- Strategic investments made 
in 5 leading CSOS by end of 
FY1993, 5 more in FY1994 
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EXISTING PARTNERS - FOCUSING SUPPORT 
ON DOMINANT CSOs IN TARGET VERTICALS 

Initiative/action 

Health care 
Focus additional support on leading Digital 
Top 10 health care esos 
- Cerner 
- lOX 
- Shared Medical 
- Sunquest 
- Gerber Alley 
- Ferranti International 
- HBD & Company 
- Antrim 
- Siemens 
- Perkin-Elmer 

Manufacturing 
Focus additional support on Top 10 Digital 
eso, 
- ASK 

Schlumberger 
ASA 
Bailey Controls 
Effective Management Systems 
Fisher Controls 
Finigan 
GE 
11 

- Measurex 

Responsibility Timing 

Health care leu to FY1993 
implement 

Manufacturing IBUs FY1993 

Telecom Telecom IBU FY1993 
Focus additional support on Top 6 Digital esos 
- Input Output Computer 
- Computer Generations 
- Porta Systems 
- Northern Telecom 
- Martin & Associates 
- ose 

Goa l 

Increase Digital revenues 
(est. -$100 million in 
FY1992) by 10%/year 

Increase Digital revenues 
10O/Jyear overFY1992 
forecast (est. $61 million) 

Increase Digital revenues 
10O/Jyearover FY1992 
forecast (est. $33 million) 
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EXISTING PARTNERS - FOCUSING SUPPORT 
ON DOMINANT CSOs IN TARGET VERTICALS, continued 

Initiative/action 

Banking 
Focus additional support on leading Digital 
Top 10 banking CSOs 
- National Computer Systems 
- Auto . Financial 
- McDonnell 
- Users 
- Springfield 
- Mantian 
- Micrognosis 
- Source Data 
- McCue 
- Data Concepts 

Uljlrtjes 
Focus additional support on leading utilities 
CSOs 
- ABB 
- ESCA 
- Landis & Byr 
- Central Area OP 
- Johnson Controls 
- Nuclear Data 

Responsibility Timing 

Banking IBU FY1993 

Utilities IBU FY1993 

Goal 

Increase Digital revenues 
1 0o/~year overFY1992 

forecast (base '" 
$23 million) 

Increase Digital revenues 
10%/year over FY1992 
forecast (base "" 
$15 million) 
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New Partner Initiatives. In order to grow significantly in this segment, GIS in 
conjunction with the IBUs, needs to attract and support a select set of CSOs in each industry. 
Given the time required to recruit , port , and launch a new application partnership , the 
revenue impact of these actions is likely to be in FY1994. 

INITIATIVES TO IMPROVE APPLICATIONS-LED SOLUTIONS 
VALUE DELIVERY SYSTEM - NEW PARTNERS 

Initiative/action 

Target 5-7 vertical markets and cultivate 
dominant non-Digital CSOs to port applications 
to Digital platform by offering to fund porting, 
make equity investments, provide marketing 
support, etc. (see specifics on following page) 

Build longer term program to recruit leading 
CSOs across multiple industries which 
emphasize deep commitments to a few leaders, 
rather than signing numerous, low-performing 
GSOs 

Responsibility Timing 

- GIS marketing and 
IBU to identify 
targets 

- IBU and channels 
marketing to pursue 
relationship 
development 

- GIS and tBUs to 
develop prioritized 
list of targets 

- IBU and channels 
marketing to 
cultivate and sign 
newCSOs 

- FY1993 
and 
FY1994 

- FY1994 
and 
beyond 

Goal 

- Sign 4 CSOs by Q4 
FY1993 

- Sign 2 of 5 target CSOs 
in each vertical market by 
Q2 FY1994. revenue 
impact of $120-
200 million by FY1994 

- Sign 5 mapr new 
production system 
CSOs/year starting in 
FY1994 

- "Reduce excessively high 
MIA/DOA rates in new 
GSO partners (GSOs 
which are signed but 
never generate 
revenues) 
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NEW PARTNERS - FOCUSING SUPPORT ON 
DOMINANT NON-DIGITAL VENDORS IN SELECTED VERTICAL CSOS 

In i l iati ve /act ion 

Health cars 
Launch GSO recruitment program focusing on 
Alpba/OSF-l to penetrate 4 major new accounts 
- CyeaTe ($80 million) 
- Computer Task Group ($244 million) 
- Synlrex ($100 million) 
- Cardinal Health ($60 million) 

Manufacturing 
Launch eso recruitment with AlpbalOSF-l to 
penetrate 5 new accounts 
- XL Data ($500 million) 
- Systems soltware ($124 million) 
- Systems corporate ($396 million) 
- Network systems ($164 million) 
- Eaton-Kenway ($110 million) 

Telecom 
launch GSO recruitment program with AlphalOSF-, to 
penetrate 5 new accounts 
- AMS ($262 million) 
- Octel ($160 million) 
- LTX ($146 million) 
- PIXI ($35 million) 
- Applied Computing ($16 million) 

Bankjng 
Launch GSO recru~ment program focusing on 
AlphafOSF-l to penetrate 5 major esos 
- Systematics ($256 million) 
- BankTec ($184 million) 
- Network Systems ($164 million) 
- Comshare ($124 million) 
- MP Systems ($100 million) 

UJiIi1io> 
Launch CSO recruitment program focusing on 
AlphalOSF-1 to penetrate 5 major esOs 
- Westinghouse Process Controll ($500 million) 
- NUS Corporation ($175 million) 
- ESAI ($40 million) 
- SMC&G ($40 million) 
- Bechtel Software ($13 million) 

R es.I?.Q.~_ sl b i lity Timing 

Hea~h care IBU FY1993 

Manufacturing rBUs FY1993 

Telecom IBU FY1993 

Banking IBU FY1993 

Utilities IBU FY1993 

Goa l 

- Sign 1 GSO by 04 FY1993; 
sign 2 by FY1994 

- Sign 1 CSO by 04 FY1993; 
sign 2by FY1994 

- Sign 1 CSO by Q4 FY1993; 
sign 2 by FY1994 

- Sign 1 CSO by 04 FY1993; 
sign 2 by FY1994 

- Sign 1 CSO by 04 FY1993; 
sign 2 by FY1994 
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Field and Sales Execution Initiatives. Finally there are six channel marketing program 
enhancements that should be undertaken in order to improve the execution and coordination 
of the field and CSO selling efforts. 

INITIATIVES TO IMPROVE APPLICATIONS-LED SOLUTIONS 
VALUE DELIVERY SYSTEM - FIELD AND SALES EXECUTION 

I n it iat i ve la ct ion 

Improve lead generation activities by providing 
incentives to more quickly route qualified leads to 
key GSO partners 

Establish ·Preferred Solutions Providers Program"­
designated leading esos by industry solution and 
geography who are given first opportunity to be sole 
bidder with Digital on production systems 
opportunities 

Improve coordination of joint selling efforts between 
field and esos by codifying toin! selling best 
practices and holding training seminars with field 
sales. Also, adjust field sales incentives to 
encourage cooperation with GSO partners 

Responsibility Timing 

- Field sales to develop - 01 FY1993 
procedures and 
incentives to funnel 
leads to leading GSOs 

- GIS marketing and 
IBUs to identify Gsa 
lead recipients by 
industry 

GIS and IBUs to - 02 FY1993 
designate preferred 
solutions providers, 
field sales to 
implement referrals 
and partnering 

- Field sales to - FY1993 
implement training as 
communication of best 
practices for joint 
selling activities 

Goal 

- l ead program defined and 
operational by end of 01 
FY1993 

- Increase esa production 
system win rate by 
funneling opportunities to 
most capable GSOs 

Increase production 
systems win rates through 
more effective coordination 
of selling efforts 
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INITIATIVES TO IMPROVE APPLICATIONS·LED SOLUTIONS 
VALUE DELIVERY SYSTEM - FIELD AND SALES EXECUTION, continued 

I n HI a t i v e/a eli on 

Improve eso technical and marketing support 
programs to match scope and quality of HP and IBM 
best practices 

Establish eso opportunity pipeline monitoring and 
sales support program to assist eso partners in 
receiving appropriate Digital resources to complete 
production systems sales 

Establish information feedback/communication 
systems 10 survey largesl esos regularly and acl on 
major concernslissues 

Responsibility Tim ing 

GIS market ing, 
channels markeling , 
and systems 
engineering to 
evaluate and improve 
programs in each area 
of responsibility 

GIS marhling to 
establish and 
coordinate aclivities 
Field sales and rsus 
10 provide regular 
inputs on pipeline 
status and 
opportunities 

- GIS marketing and 
U.S. channels 
marketing to define 
and implement 
information gathering 
system 

- 03 FY1993 

- 02 FY1993 

- 03FYI 993 

Goal 

- Programs on par with HP 
support programs 

Pipeline monitoring and 
support procedures 
operational by mid·year 
FY1993 

- System in place to collect 
feedback from Top 100 
CSOS on a quarterly basis 
by 03 FY1993 
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f inancial Impact. These initiatives would requi re an additional $20 mil lion to 
$30 million investment and would yie ld a $170 million to $300 million increase in revenue . 

POTENTIAL IMPACT Of INITIATIVES ON BASE 
PLAN REVENUES fOR APPLICATIONS-LED 
SOLUTIONS MARKET 
$ Millions 120·200 $1 ,170-1,300 

r - - - -r --

$800 

FY1993 
base plan 

Source : Team estimates 

BOOO254A' 

$1,000 

FY1994 
base plan 

r ~'::l.?~r - I 
- I Incremental 

Incremental revenues from 

revenues from attracting new 

focusing CSOS 

resources and (FY1994 

programs on impact) 

dominant existing 
esos 
(FY1994 impact) 

$20-30 

T olal potential Range of required 
FY1994 investment/or 
revenues - Recruiting new 

esos 
- Accelerating OSF-l 

development 
- Funding posting of 

applications 
- Bolstering channel 

programs 
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SERVICES-LED INITIATIVES 

GIS should actively work with Digital's SI organization and partner with other Sis to 
participate more effectively in platform-related revenue opportunities in this market. 

~ The rapidly growing (t 5% CAGR) services-led market represents an important 
growth opportunity for GIS along three dimensions: 

- Rehosting/downsizing of competitive platforms 

- Supporting Digital's SI through High-Performance Teams in the key 5 to 
7 verticals 

- Building partnerships with other Sis to participate in the rapidly growing client­
server market. 

~ While Digital 's SI business is growing, there remain substantial "gaps" in the 
existing value delivery system which GIS can help address in conjunction with the 
industry marketing organization and thereby capture an additional $50 million in 
platform revenue by FYt994. 

~ Additionally, there are substantial platform growth opportunities for GIS in 
partnering with other Sis particularly in North America, which , if effectively 
implemented, could add $100 million to FY1 994 revenue. 
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Overview of Services-led Markel 

Segment Description. Digital's objectives in the services-led segment are to increase 
its revenues through Digital's SI organization in key industries and through SI partners for 
other opportunities. 

SEGMENT DEFINITION 

The services-led segment consists of systems sold as part of a custom solution to a business problem. 
GIS's role is to provide platforms and support to both Digital's efforts and to third parties 

GIS STRATEGY 

Target 5-7 vertical industries for which Digital Services will provide custom solutions on Digital platforms 

Partner with leading Sis to reach the remaining industries or other crOSS-industry opportunities 

Strengthen services-led sales in key horizontal segments such as mainframe rehosting and global 
networks through additional marketing efforts and by helping to field high-perfonnance teams 

GIS OBJECTIVES 

Increase market share of the services-led segment to 3.5% ($150 million above upside plan) in FY1994 
by 

- Increasing platfonn sales through Digital Services from $200 million in FY1992 to $250 million in FY1994 

- Increasing revenue through independent SIs by $100 million, largely through client-server initiatives 

- Raise revenues an additional $40 million through rehosting and global networks initiatives 
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Planning Assumptions. The key market trend, competitive position, and target 
segment assumptions for this rapidly growing segment are described below. 

MARKET ASSESSMENT 

Area 

Market 

Competitors 

Planning assumptions 

- FY1993 $37.7 billion lotal revenues; 12.1 billion product revenue 
- FY1992-94 CAGA 15% total revenue; 1% product revenue 
- Sales of proprietary minicomputer platforms are expected to decline, Unix-based 

platforms are expected to grow 
- Client-server solutions are the fastest growing (80% CAGA) subsegment ($900 

million in server hardware revenue FY1993) 

- Platform-providers market shares 
IBM 41% 
HP 5% 
Fujitsu 3% 
DigHal 2% 
Amdahl 2% 

- Sis market shares· 
IBM 9% 
EDS 8% 
esc 5°~ 
NTT 4% 
Digital 3% 
Cap Gemini 3% 
Andersen 2% 

Of professional services revenue - CY1990, see Appendix 3 for greater detail 

Source: Gartner Group; toC; annual reports ; company data; team analysis 
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MARKET ASSESSMENT, continued 

Area 

Digital products 

Representative cost 
structures 

Vertical focus 

Plannlng_@§sumptlons 

- OpenVMS and OSF/1 on Alpha by 01 FY1994 
- Alpha server platfonns price/performance competitive and available 03 FY1993 
- Additional improvements to VMS to allow for more robust production systems 

capabilities by 01 FY1994 

- Sis (e.g ., Andersen, EDS) 
COGS 77% 

• SG&A l~k 

• Op. Income 10% 

- Platform provider to SIs (e.g., HP, IBM , Tandem) 
COGS 54% 
SG&A 30% 
R&D 10% 
Op. Income 6% 

- Same industries as applications-led segment, plus government 
Telecom 
Heahh care 
Banking 
Manufacturing 
Utilities 
Government 

Source: Gartner Group; IOC; annual reports; company data; team analysis 
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Key Opportun it ies, In the client-server subsegment projected to grow at 80 percent 
per year over the next several years, 33 percent of sales are services and 66 percent of all 
client-server revenue is platform hardware. 

CLIENT-SERVER MARKET - TOTAL IT SPENDING 
$ Bi llions 

E S T IMATE 

MARKET SIZE REVENUE SPLIT DELIVERY MODE SPLIT 

PC LAN 

True client­
server 

spending· 

$20.0 

8.1 

6.9 

CAGR 
1991·93 

30% 

-

82% 

--

100% :: $6.9 

Software 

Services ..----r-=--:-
~ 

................... 16% 

Servers '- 23% 
L..-__ ~-------------------~ 

1991 

_ 'rl _ ",$,,6.,,9_-, 

40% 

43% Clients 27% 

- --
1991 

Defined as systems working together (cooperative processing), but not counting file servers that are simply an extension of a 
PC's 110 subsystem 

Source: Input; Forrester Research; team analysis 

OOJOl36i'F 

Platform-led 

Applications-led 

Services-led 

73 



Within the server market. Digitat has a targe share of the proprietary OS market , but 
almost no share in the much targer (and faster growing) DOS and Unix segments. 

SERVER MARKET 
$ Bill ions 

$1.1 

Unix 44% 

00510512 I 39% 

, , 

CAGR Digital share 

77% 

76% <2% 

, , , , , -89% ~<5% , , , , , , 

Other 

, , , , , , , 

MVSNMS \ 36% 

Proprietary 17% r _~~o/: __ ~~o/:- ____ __ _________ _ 

1991 

Source: Forrester Research; Business Research Group; learn analysis 

B030138IF 

E S TIM ATE 

I 52% I VMS 
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In addition to client-server opportunities, there are services-led opportunities in the 
rehosting market with Digital best posi tioned for the mainframe to mini and mainframe to 
RiSe/Unix segments. The IBM and Unisys programs are targeted at these opportunities. 

REHOSTING OPPORTUNITIES BY TARGET PLATFORM 
$ Billions 

COMMERCIAL 

Mainframe 
to mini 

Mainframe/mini 
to RiSe/Unix 

Mainframel 
mini to PC 

100% = $4.1 

34% 

480f.;, 

Source : Input; team analysis 

B0301481C 

100% = $5.6 

73% 

27% 

, , , , , , , , 

~ Target market 

c=J Add itional opportunity 

TECHNICAL 

100% = $1.5 

fZZ2Z 5%2ZZ.21 Mai~r~me 
to mini 

, 
,I 

70% 

25% 

Mainframe/mini 
to RiSe/Unix 

Mainframe! 
mini to PC 
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Services-Led Revenue Improvement 

GIS should focus its resources to gain services-led revenue by focusing on growth 
areas such as client-server and downsizing as well as specific vertical industries - both 
through Digital's SI business as well as additional SI partners. 

REVENUE·FOCUSED INITIA nVES 

Increase 
services- led ---l 
revenues 

Digital-delivered systems integration 

Digital platforms to SI partners 

• Initiatives covered in GIS's base marketing plan - see Appendix 2 

0030235iE,b 

- Focus on 5-7 vertical industries to 
deploy HPTs in the field 

- Offer client-server solutions on both 
Unix and VMS platforms 

- Rehost applications currently on 
Unisys and IBM mainframes' 

- Install global networks to tie together 
worldwide enterprises· 

- Develop other vertical industries or 
technology opportunities 

- Offer top-quality client-server platforms 
and support through leading integrators 

76 



Digital-Delivered SI. Competing successful ly as a systems integrator requires a broad 
range of ski lls, especially in the selli ng and delivery of custom solutions. 

SI VALUE DELIVERY SYSTEM 

Platforms, \ 
software, and tools 

In-house / Soureed / 

- Broad fiWlQ8 01 
hadwaf8 and layered 
software 

- Scalable solutions 
- Tools tl enable rapid 

prololypl'lg 
- Repea!abl&. 

semicuSlOm software 
plartOfms 

- Ability to provide h,J11 
range 0/ professional 
services - consultWlg, 
51, facilities 
management. lIE.. 

B03O= 

Ind"" .,. ) locua/channel 
m.keting 

Bus ine •• development 

- Strong locus lor 

i"ldustri9s " 
~ .. 

- Abiity to pa-tler 
witholher Sis b 
place platlOlrT1S in 
lIleir fldustry 
specialties 

- IB-depIh uneerstandng of exisIDg 
end-user vr oonIiguralion and ability b 
i'lt99rat9 systems will1exisling 
erMronmenl 

- ldanli ly 3"Id and prequaify cuslomer 
prospects tl reduoa seI~ng cost by 
focusing primarily 00 serious buy@f'S 

- Abi'ty to oost-ellectively write proposals 
Md specifications to sewre business 
and ciecw1y set expectations between all 
lI1e parties invot.-ed (e.g .• cuskxnBr, 
subccntractOf) 

- AcoJralely estimatw'schedule projed 
development cast and time to mininize 
lability on late delivety 01 systems 
OpIimal pricing 01 hardware, soltwar9, 
oonsumables. and sefVic& rrix to 
maxmize profit!! over product ~Ie cycle 
OJganizalional s\ruclUre Md capab~ity 10 
manage long sales cyc19s 
Ab~i\y to bring in al appropriate 
resources needed to dose a sale 

\ J SoI ... k>M do ;,,,,, 
) 

Follow-up, build 
repeal business ) 

- Ability to manage joilt product 
development 01 large, complex 
pro;ects flat involve 
SUbconlracklfs, third-party 
developers. per diems. and fixed 
~pIoy ... 

- Detailed lXlderstanding of 
host·based hardware and software 
sWsySl9ms and r'I9TWOr1<ng 
hardwarelprot>COls lor 
enterprisewide comedMty 

- Application software deYeIopment 
skills in dient-sEHVer software -- Abiity 10 'slage" nslalation of large 
complex sys~ ifl-1'Ious& before 
skipping ~ end user ~ leSt system 
hM1c1ionality and minimize 
customer site instalation support 

- Field support and repair network 
that is sklled in both third-party and 
vendof-daveloped hardware and 
software sUbsystems 

- Abi~ty to capue knov.rIedge and 
replicate it for tuue eogagemenls 

- Strong atooI.M'1t 
management to maintain 
a relalionship with 
customer for follow-on 
business in service 
upgrades and reN -- Maintain resources at 
customer sil9 where --- Strong relerences tl help 
expand intl other areas 
oIlhe c:ienrs business 
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Andersen is strong across all segments of the value delivery system, and as a result 
their economic performance represents a best practice benchmark. 

ARTHUR ANDERSEN'S VALUE DELIVERY SYSTEM 

In­
house 

In house 

Industry 
focus/channel 
marketing 

- Foundation CASE - 12 vertical practices; 
software staff specialized by 

- Variety of prototyping industry 
lools - Several industryl 

Sourced 
- Partnerships with 

hardware vendors 
including IBM, 
DEC, and Compaq 

- Partnerships with 
Oracle and other 
data base 
companies 

8030221. l IB 

functional software 
plafforms (e.g. , DCS 
Logistics) 

Business 
development 

- Partner initiates 
contacts 

- Large part of contract 
is needs analysis 

- Good screening 
mechanism to focus 
resources on likely 
wins 

- Involved at top 
(CEO/CFO/CIO) 
levels of problem 
solving, often 
involved before 
company knows that a 
new IT system is 
needed 

Solutions 
delivery 

- Efficient pyramid 
structure, most work 
done by inexpensive 
coders 

- Strong project 
management 
methodology 

- Knowledge captured 
and exchanged 
through industry 
practice structure 

FOllow-up, build 
repeat business 

- Partner stays 
engaged with client 

- Often part of project 
includes funding for 
Andersen staff to 
remain at site for 
ongoing maintenance 
or facilities 
management 
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Digital's SI practice has little industry focus when compared with the competition , but is 
moving to improve its industry skills. 

VERTICAL FOCUS OF SUCCESSFUL COMPETITORS 

Dig ital 

- -30 narrowly focused 
practices 

- 25% of program managers 
have relevant industry 
knowledge 

- Effort to hire more people 
out of industries 

- Moving toward systems 
integration center (SIC) 
model to foster beNer 
industry specialization and 
knowledge transfer 

EDS 

- 38 strategic business units; 
each reports to a VP with full 
P&L responsibi lity 
• 23 vertical industry 
• t t GM dedicated 
• 4 horizontal (e.g., 

imaging) 
- All account managers have 

industry experience 
- Each SBU has dedicated, 

industry-specific, sales, 
marketing , and systems 
functions 

- Small corporate 
(nonvertical) overhead = 
t 50 people total 

Source: Oigilal competit ive analysis ; interviews 

Andersen 

- t 4 practices 
• t 2 vertical 
• 2 horizontal 

- Limited corporate 
overhead 

- Most staff is specialized 
by industry (although they 
report geographically) 
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Targeting the same 5-7 vertical industries described in the applications-led segment, 
Digital should focus its efforts on custom solutions that address the industry's key 
discontinuities. 

VERTICAL MARKET OPPORTUNITIES 
DIGITAL-DELIVERED SI SOLUTIONS 

Industry Core processes Sources of discontinuity 

Telecommu­
nications 

Banking 
- Commercial 

- Mutual fund 
management 

Securities 
processing 

- New product/service 
commercialization 

- Order generation through service 
provisioning 

- Network operations 
- Maintenance/problem resolution 

- Deposit generation 
- Funding of assets/lending 
- Processing of funds flow 
- Customer management 

- New fund development 
- Transaction processing 
- Reporting 

- Stock transfer production 
- ClienUshareholder services 
- Proxy and check processing 

- Deregulation and competition 
- New product opportunities 

- Consolidation and cost-cutting 
- Diversification into wider financial 

services 
- Risk management across balance 

sheet 

- Dramatic mutual fund asset growth 
- Proliferation of funds 
- Traditional competitors (banks, 

insurance companies) weakening 

- 3 major U.S. players 
- Low costs drive competitiveness 
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VERTICAL MARKET OPPORTUNITIES -
DIGITAL-DELIVERED SI SOLUTIONS, continued 

!ndustry Core processes Sources of discontinuity 

Electric utilities 

Manufacturing 
- Computers 

- Lighting 
equipment 

- Photo 
equipment 

- Customer servicelinformation 
- Network maintenance 
- Regulatory management 

- Commercialization of technology 
- Order generation through 

fulfillment 
- Integrated logistics 

- Product development 
- Manufacturing 
- Integrated logistics 
- Sales and marketing 

- Raw materials procurement 
- Product development 
- Sales and production planning 
- Inventory reduction and control 
- New product development 
- Investment, planning , and 

procedures 
- Planning and budgeti ng 

- Decreased regulation, increased 
competition 

- Cost and rate increase 
disallowances 

- Open access to transmission grids 
- Increasing customer sophistication 
- Aging core systems 

- Customers' buying solutions , not 
technology 

- Margins on hardware decreasing as 
value added shifting to integrators 

- 2-tiered architecture 

- Supply chain integration 

- Growth of non-silver-halide imaging 
technologies 

- New global competitors (Fuji) 
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Digital has several gaps in its SI value delivery system which lead to lower win rates 
and higher costs of sales versus its competitors. 

GAPS IN DIGITAL'S 51 VALUE DELIVERY SYSTEM 

Platforms, soft-
Industry 

n_. _, _u_ .;_.- ) focus/c hannel 

In-house 

- Lack of strong Unix 

- limited elienllserver 
support tools 

B03 0220. tIC 

marketing 

- Most resources 
focused by 
region, not 
industry 

- lim~ed number 
of industry­
knowledgeable 
businessl 
technical 
integrators 

Business 
development 

- Inability to sell high 
enough in customers 
organization 

- Poor consultative selling 
skills 

- Poor screening 
mechanism for deciding 
which bids to pursue 

- limited sales force 
confidence in Digitial 
51's abil~y to deliver 
solutions 

- limited ability to build 
teams with necessary 
skills to win large bids 

- Poor understanding of 
what type of hardware to 
use to achieve 
necessary performance 

Solutions delivery 

- Few established 
methodologies 

- Many over-skilled 
(and more 
expensive) 
resources used 
unnecessarily 

- Poor ability to 
transfer knowledge 
from one 
engagement to the 
next 

Follow-up , build 
repeat business 

- Skilled program 

I \ managers leave Renewal 

without Rates 

building/maintaining 
\ D~~al strong etient 

relationships 
Andersen 
EDS 

- Poor ability to 
expand scope of 
project and link to I Cost of 
other parts 01 client sa les 

enterprise 
Digital 
Andersen 
EDS 

30% 
60 
BO 

15.8 % 
B.3 
7.7 
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GIS should lead the following initiatives to support Digital's SI efforts to help close the 
apparent gaps and increase the services-led revenue for GIS. 

SUMMARY OF KEY INITIATIVES - DIGITAL-DELIVERED SI 

Platforms' 
- Fund engineering to add complex production system functionality to VMS and OSF- l 

Industry focus 
- Support the jOint IBU and services effort to target 5-7 key vertical industries 
- Support formation of SICs 
- Help fund HPTs to win SI business in targeted industries 

Business development 
- Fund PSRCs to assist in bids with high TP content 
- Fund "rapid response" system for quick bid response 
- Monitor pipeline to ensure appropriate support is given where necessary 
- Provide SE support to characterize key applications for targeted industries 
- Train Digital sales force on SI platforms and reference cases 
- Extend outreach to senior management through Polycenter and executive forums 
- Develop additional bid assistance and Digital SI marketing literature 

Solutions delivery 
- Work with Services on reducing costs, aligning its skills set, and developing project 

management methodologies 

Follow-up, build repeat business 
- Fund SE-type resources to remain at client and assist with account control 
- Create incentives to encourage sales, services, and other Digital employees to identify 

follow-on opportunities 

• Initiatives in add~ion to those described in the applications-led segment 
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The specific actions GIS should take, along with the corresponding Digital 
organization are described below. 

INITIATIVES TO IMPROVE DIGITAL'S SI 
VALUE DELIVERY SYSTEM 

Res po ns i b IIlty/ 
Gap GIS actions dependency TI.!'llnQ 

Platforms 

Industry 
focus 

- Add complex production system 
functionality to VMS and OSF·,; 
specifically 

Automated storage 
management and back up 
Lim ited check poinl/reslart 
services 
Higher performance and 
quality tape back up facility 
VAX clusler cache 

PS marketing; software 
engineering 

Agree with IBUs and services on - CPS marketing/IBUs/Services 
appropriate vertical markets 

- Support formation of SICs, 
providing resources as 
necessary 

- Help fund 1 HPT per vertical 
industry 

GIS to supply SE resources 
or businessltechnical 
integrators 
GIS will provide marketing 
back up for team 
GIS win ensura learn has hot­
line access to engineering 
organization 

- PS marketing/geographies/ 
IBUs/Services 

- PS marketing/systems 
engineeringlSlCs 

- Feasibit~y and project plan by 
end of 0 1 93. Begin 
implementing changes late in 
1993 and in first half of FY1994 

- Confirm with IBUs and 
services that telecom, health 
care, banking, manufacturing, 
util~ies, and government are 
the appropriate industries by 
end 01 0193 

- Provide marketing support 10 
pilot SICs as soon as possible 

- Win 2 additional SI contracts 
within each targeted vertical 
by FYl994 

Benchmarks 

- Feature and performance 
comparison w~h MVS, HP/UX, 
AIX, and as 400 

- n/a 

- SIC-specific marketing 
expenditures 

Win rate of bids in which HPTs are 
used 
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INITIATIVES TO IMPROVE DIGITAL'S SI 
VALUE DELIVERY SYSTEM, continued 

Responsibilityl 
Ga~ GIS actions depel~Lct~lLcy____ ___ _ ___ Timing 

Bu siness 
development 

- Fund PSRCs in U.S. to pursue 
activities with large conlent; 
integrate with SICs ~ appropriate 

Fund ~rapid responseH system 
for quick quotesibid estimates 

Monitor pipeline to assist bids as 
necessary 

Provide support 10 teams as 
necessary 
Support services NOT bidding 
on certain projects 

Provide SE support for 
characterization of industry 
applications 

Production systems 
market ing/geographies 

All GIS departments! 
Services/geographies 

- Production systems/Services 
- An GIS departments 

- PS marketing works with rsus 
and SICs to identify 
applications 

Systems engineering does 
characterizations 

Use Polycenter and executive - Polycenter management 
forums as initiative to meet 
senior management at customer 
sites 

Marketing literature on ~ Digital SI - GIS marketing/Services 
successes~ 

Use reference cases from 
above 
Prepare bid 'templates' lor - GIS marketing/ServicesfBUs 
key repeatable solutions 

- Double PSRC resources ASAP 

- Survey field as to needs by 
end of 01 93 

- Trial system by end 02 93 
- Full roll out by start 01 04 93 

Put pipeline monitoring 
operation in place ASAP, 
assign appropriate staff to 
determine what resources GIS 
will provide to each project 

- Identify 3-5 leading 
applications within each 
targeted IBU by end 01 02-93 

- Applications characterized by 
end of 03-93 

- Forums are on-golng. 
Determine if a greater push 
with the sales force is needed 

- Begin literature production 
ASAP 

- Produce first templates by end 
of 01-93, with 10 templates 
ready by end of 02 

Benchmarks 

- PSRC utilization, PSRC·assisted 
project wins 

- Number of requests responded 
to; Average time to respond 

- Win rate of assisted bids 

- Number of bids assisted 
- Win rate of assisted bids 

- Number of applicalions 
characterized 

Executive forums/Polycenter 
briefings given to senior 
management at on·base vs. off­
base companies 

- Requests for additional copies, 
survey card responses 

- Number of templates completed 
- Field acceptance of templates as 

useful 
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INITIATIVES TO IMPROVE DIGITAL'S SI 
VALUE DELIVERY SYSTEM, continued 

Respo nsib i l it yl 
Gap GIS actions dependency Timing 

Solut ions 
delivery 

Follow+up, 
build repeal 
business 

Assist services in ident~yin9 
deficiencies in its ability to 
deliver custom production 
systems in a cost elfeclive 
manner 

- Fund SE type resources 10 work 
with client after project 
completion 

Creale incentives based on 
repeat business, 9.g., 
commission services people lor 
identifying opportunities: expand 
bonuses based on winning new 
business within existing 
accounts 

- Services 

- Production systems/Services 

Production systems/Servicesl 
geographies 

- Identify needed cost 
reductions, skill set changes, 
and methodologies by end of 
Q293 

- Pilot program in 10 targeted 
accounts by end of 01 , add 20 
accounts in Q3, and f inal 20 in 
04 

- Begin incenUve program with 
pilot program roll-out 

Benc hm arks 

- Average billing rate 
- Skill mix 
- Project profi tability 

Increase in revenue and 
prof~abi fity from accounts with 
SE on s~e 

- Sales generated by incentive 
program above base account plan 
NOR and promabifity 
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Digital Platforms to SI Partners. Where Digital provides platforms to SI partners. GIS 
faces a different set of challenges than those to be a successful SI delivering business 
solutions. Specifically, the ability to provide top-quality platforms with excellent technical 
support, backed up by extensive channel support, becomes super-critical. 

PLATFORM PROVIDER TO Sis 
VALUE DELIVERY SYSTEM 

Platfonn price! 
performance 

- Open platforms 
Competitive Unix 
Scalable product line 
Leadership price! 
performance 
Strong inleroperability 
with mainframes, pes. 
and workstations 

- Proprietary platforms 
Strong production 
systems capabilities 
Acceptable pricel 
performance 
Unique advantages 
over open systems 
Inleroperability with 
customers' existing 
environment 

BOO O225'C 

Channel support 
programs 

- Lead generation 
- Joint sales calls 
- Marketing and co-op 

advertising 
- Seed units 
- Porting assistance 
- Financing assistance 
- Discounts and volume 

purchase requirements 
- Training 

Technical 
Integratlonl 
support 

- Specialized systems 
engineers with strong 
interoperability and 
troubleshooting skills 

- Benchmarking and 
applications 
cert~ication capabilities 

Plattonn 
maintenance 
and upgrades 

- Remedial services 
organization with 
strong reputation 

- Clear migration! 
upgrade strategy 

- Training and other 
post-sa les capabilities 
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Currently Digital has a reasonable share of European SI partner sales, but is weaker 
among the U.S. firms that tend to do SI projects in more diverse commercial industry 
appl ications. 

DIGITAL'S PLATFORM SALES TO Sis 

DIGITAL SALES TO Sis - FY1991' 
NOR $Millions 

Cap Gemini ~ 1 $27.2 

Strong in 
manufacturing 

SD-Scicon 12.1 

Strong 
across 
multiple 
industries 

Logica 10.3 

CSC 4.3 

EDS b 2.2 

Andersen 11 0.7 

KPMG 1 0.2 

Coopers & I 0 1 
Lybrand . 

Total· $57.1 

Europe and U.S. only 
Using conservative estimates for each Sl's product sales 

Source: Annual reports; company data; team analysis 

0030210JE 

ESTIMATED DIGITAL SHARE OF 
TOTAL PRODUCT SALES" 
Percent 

1===:;-:-_ _ ---11 30
% 

115 

1=::::::;-_---1 17 

9 

P2 

} 

Very 
small 
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Within the rapidly growing service- lead client-server markets, there are a number of 
prospective partners for GIS that could generate substantial platform revenue opportunities. 

TOP PLAYERS IN CLIENT-SERVER INTEGRAnON -1991 
PROFESSIONAL SERVICES REVENUE 
$ Millions 

Top players 

SHL System house 

Andersen Consulting 
New Age Systems Group 

Technology Solutions Corp. 

Price Waterhouse Open 
Systems Integration Group 

Innovative Information 

Business Systems Group 

Marathon Systems 

lante Corp_ 

Source: Gartner Group 

0080543<: 

Estimated 
pull through 
hardWare 

$100 $400 

60 240 

52 208 

15 60 

13 52 

2. 

24 

24 

Current market focus 

Industry focus on telecom, government. energy, 
and segments of !inancial services 

Small group focused exclusively on client -server 
systems 

Industry focus on consumer products, manufacturing 
and l inancial services 

Dedicated open 51 group focused on UNIX, ADBMS, 
Client-server. and open systems 

Industry locus on distr ibution, manufacturing , and 
financial services 

Projects to date primarily in energy sector 

Industry focus on transportation, f inance, and utilit ies 

Specializes in select RD8MS and front -end 
applications and related cl ient-server consu~ing 
applications 
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Digital currently has gaps which affect its ability to successfu lly support Sis and sell 
GIS platforms through SI partners. 

GAPS IN GIS'S PLATFORM PROVIDER 
VALUE DELIVERY SYSTEM 

Platform price! 
performance 

"Open" platforms 
- Poor Unix offering 
- Limited clienUserver 

support tools 
- Inconsistent 

Unix/open systems 
message 

- Limited OL TP and 
production system 
capabilities 

Proprietary systems 
- Few unique 

advantages outside of 
base 

- Lack of robust 
production systems 
capabi lities (e.g. , 
Checkpoint restart) 

BOO 022S.11C 

Channel suppan 
and programs 

Very limited lead 
generation 

Little joint marketing 

Little porting assistance 
offered 

Technical 
Integratlonl 
suppan 

Limited ability to quickly 
respond to 
characterization needs 

Platform 
maintenance 
and upgrades 
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GIS can improve its platform sales to th ird-party Sis th rough the following three 
initiatives, and therefore participate more effectively in the rapidly growing cl ient-server 
market. 

SUMMARY OF KEY INITIATIVES - PARTNERING WITH Sis 

- Platform price/performance· 
(see initiati ves described above under Digital SI segment) 

- Channel support programs 
• Partner with horizontal Sis in client-server, imaging, and other emerging segments 
• Consider equi ty investments to build/improve partner relationship 
• Provide leads in non-targeted industries 
• Improve porting fu nds and seed unit programs 
• Offer additional training 

- Technical integration/support 
• Reassess subcontracting rates 
• Improve characteri zation response time and capabilities 

In~ia!ive$ in add~ion to those described in the applications-led segment 

9 t 



INITIATIVES TO INCREASE 
GIS PLATFORM SALES THROUGH Sis 

Responslbilltyl 
Gap GIS actions dependency Timing 

Platform - See previous sedier'! 
price/perlor-
manee 

Channel 
support 
programs 

Technical 
integrationl 
support 

- Target emerging segments such 
as imaging and client-server 

Consider equity investments if 
necessary 

Provide leads 10 larget Sis for 
opportunities in nonpriority 
industries 

Offer partners substantial 
training in DEC products and 
architectures 

Reassess subcontracting rates 
for leading Sis 

- Improve characterization 
response time and ability to 
characterize applications in 
multi-vendor environment 

- GIS FABS and production 
system 

- GIS/corporate 

- GIS/geographies 

- Production systems/Services 

- Services 

- Systems engineering 

- Targel5-10 potential Sis in 2,3 
attractive segments by end of 
02-93 

- Begin negotiations with 2-3 Sis 
by end of 02-93, close deals 
by end 01 03 

- Put program in place ASAP; 
fully implement by end of 
Q2,93 

- Determine training needs, and 
then provide on an ongoing 
basis 

- Begin competitive analysis 
ASAP. Adjust rates as 
appropriate by end of Q2-93 

- Determine needs ASAP, pilot 
program time; in place by end 
0103-93 

Benchmarks 

- Number 01 new Sis signed up 
(total revenue) 

Equity investments vs. 
anticipated return 

Number of leads provided ; pull 
through hardware revenue/profits 

- Training hours provided 

- Competitive analysis of our rates 
vs. competitors 

- Number 01 applications 
characterized; average response 
time to a characterization request 
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Financial Implicatioos 

By investing in the above initiatives, GIS can double its services-led revenue, with 
most of the gain coming from partnering programs with th ird-party Sis. 

REVISED FINANCIALS 

SERVICES-LED REVENUE PROJECTIONS - FY1994 
$ Millions 

B 0" --51 partner 

I 
- - revenue 

I 
$200 

FY1992 
revenue 

~ 

$250 

Base plan 
FY1994 

40 
- -

Planned GIS 
rehosting 
and global 
networks 
initiatives 

Source: Company data; team analysis 

003 024S.11F 

Revenue gained by 
from Oigital improving 
SI, mostly in platforms 
the 5·7 and 
targeted bolstering 
vertical channel 
industries programs 

- -
$440 

Investment 
plan 

INCREMENTAL COSTS - FY1994 
$ Millions 

$18 
,-- -

9 I Partner 
programs 

5 I Bolstering 
Dg~al 51 

Rehosting 
4 I and global 

networks 
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APPENDIX t 

MARKET OVERVIEW AND BACKGROUND 

~ GIS market overview 

~ Opportunities for GIS in the client-server and rehosting market 

~ Market assessment of OpenVMS and OSF-t opportunities 



z 0 !;( cr: 
0 "-cr: 
0 U

 
f-Z

 
W

 
::;; 
"-::::> 

N
 

a 
en 
en 

W
 

-
...J 
« 

en 
f-

N
 

(!) 
W

 
C

 

0 
" ..., 



GIS CUSTOMER PROFILE BY INDUSTRY 

FY1993 PLAN-OF-RECORD 
($ MILLIONS) 

GIS PLAN COMPOSITION BY CUSTOMER INDUSTRY 

INDUSTRY 

MFG. 

TELECOM 

BANKING 

STATEILOCAL 

GOVERNMENT 

HEALTHCARE 

EDUCATIONAL 

GOVERNM ENT 

GIS PLAN 

93 SALES 

934 

406 

314 

266 

227 

199 

162 

% OF 

GIS PLAN 

30% 

13% 

10% 

9% 

7% 

6% 

5% 



Exhibit 1 

IT SPENDING BY SYSTEM SCOPE 
$ Billions 

Enlerprisewide 

Business unit 

Planl/subsidiary 
Small departmenl 

Worll.group 

Single usel 

-' 

$284 

35% 

14% 
~8°!.-
b-6O~ :::::: 

%== 

33% 

1989 

/ 
/ 

/ 
/ 

/ -
/-

/---

Source: Da!aquest; IDC: McKinsey analysis 

BOJ 0051 2IE 

/ 

/ 

/ 

$311 

33% 

14% 

8°~"_ 
7% 
401.= 

34% 

1991 

$357 ... -_. 
/ 

/ 
/ 

31% 

/ 
/ 

/ 15% 
/ 

/ 
/ 9% -// 8% 
-- 3%= 
// 

34% 

1993 

CAGR 
1989-91 

4.6% 

2.1 

3.3 

9.2 
11.5 
-0.2 

5.9 

PRELIMINARY 

CAGR 
1991-93 

7.2% 

4.3 

8.5 

8.8 
14.2 

1.3 

8.0 

D GIS focus 

\ GIS focus '" 
$171 billion in 
1991 
GAGR == 6% 

2 



Exhibit 2 
IT SPENDING - COMMERCIAL VS. 
TECHNICAL SEGMENTS, 1991 
$ Billions 

I( -'.- $ 173 
... "'Commerclal --l>,,.. ---dPp.,.ImenI~ 

Mulll 
( 25%") -. ) 

Enlef· 
prlsewlde 

, 
, , Te<:hnlu l , , 

$1.42 --n CAGR 1991 ·93 . 7~. 

" 

Ul~~l Ha,d· 

.... ~: T~l 
..... 3'9 23 $28 

Sarvlc9 

I I 
T"'" Main"""""" 

aOO other 

$31 rr B CAGR 1991 9J . ' % 

Ha,d· "'""C6 L """'CS L ~ 
..... a'9 _ Soft. -S,"",IC~ 

To"" ..... a'9 M.,inlf>(l"I'I(;" 
andoltl ... 
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Exhibil3 

MARKET SEGMENTATION - IT MARKET 

Buying 
.nd 

delivery 
mode 

803 0055 t :l le 

Key decision 
maker 

System scope 

Type of sale 

Exlsllng applications 

Plallorm upgrade to existing 
application 

New applications 

- PtallOfm· or network-led 

- Application-led 

- r : II ~ ! om 51-led 

... Class of customer 

~ Business 
Functional unit manager 

~ 
Plant/subsidiary BUsiness unit 

I LL U S TRATIVE 

~ 
~ 

COO/CIO/CFO 

Enterprlsewkt91 
enterprise level 
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Exhibit 4 

IT MARKET SEGMENTS 
$ Billions 

Key decision 
maker 

System scope 

Type 0l sal8 

Exist ing application 

~ 
~ 

Upgrade to existing applicallon 

New applications 

- PI:1t1orm· or network·led 

Buying I - flrPlication ·led 
and 

delivery 
mode 

- (:lI'; tom SI·led 

I nt. 11 Ilew applications 

Tola! 

Source: IDe. Oat.1qUf'''1, McKin sey analysis 

8030055 ld/C 

• 
Functional 

Plantlsubsldlary 

$ Billions Percent 

Segment size - 1991 
$ Billions 

Growth rale -
1991·93 
Percent 

CJ Largest or lastest growing 

Clan of customer ~ 
Business 
unit manager 

Busln.n unit 

$ BIllions Percent 

COO/CIO/CFO 

Enterptlsewldel 
enterprise level 

$ Billions Percen! 

Total 

$ Bimons Percent 
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Exhibit 5 
PROJECTED HARDWARE GROWTH RATES, 
MID-RANGE AND BELOW 
$ Billions 

100% '" $72 ,3 
, , 

pes and workstations 68% 

, 

--
UNIX midrange server s 10% 

Proprietary minicomputers 22% 

1991 

SOUle" Dalaquesl: IDC; McKin sey ana lysis 

B0301;'? 110 

100% "" $87.2 
, , 

tAGII 

68% 5% 

10% 11 % 

20% 1% 

1993 
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Exhibit 6 
CLIENT-SERVER MARKET 
$ Billions 

PRODUCT SPLIT 

Sf'lv ices 
Soilw:ue 

Sf'IVf'I !; 

Chl'nls 

$6.9 

23% 
18% 
16% 

43% 

1991 

$23.1 

, 
22"/0 , 

, , , , 
, 29% , ' , , , , 

" , 15% " , , , 
" I I " , , , , 

34% 

1993 

l:A!iB 
82"/0 

78% 

130% 

77% 

62% 

SOIJWf" Forres'el Resealch: McKinsey analysis 

OPERATING SYSTEM SPLIT 

Proprietary 
UNIX 

DOSOSl2 

$6.9 
9% 

40% 

51 % 

1991 

, , 

$23.1 

5%= 
, 
" " " 43% 

" " " 
" 
, , , 

52"/0 

1993 

CAlilI 
82% 

44% 

89% 

83% 
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Exhibit 7 
DIGITAL BASE MOVING TO UNIX SERVERS 

END USERS SURVEYED WHO 
INDICATE POTENTIAL SWITCH TO 
PCs/wORKSTATIONS FROM 
MINICOMPUTERS 
Percent 

Commerci;:ll users I 131 % 

T echnic;tl users I 144 

O;q;'.' use" I ba 

IBM users I 126 

Irwhlrl ... 111~C workslal ions 

Sow r(> Lnrr1flany research: McKinsey analysis 

BO::101 ;'f,'F 

TYPE OF SERVER PLATFORMS 
PREFER~ED BY END USERS 

Mainlrame 00$10 $ 2 
Unix 

Mini' 0 0$10 52 

Unix 

PC DOS/OS2 

Unix 

-6"~: ; ~ ~3o/: = 
1=2% 12% 

20% , , 

24% 59% 

, , 
35% 

, , 
14% 

-
13% 10% 

F"':'·z· -
2% " 10% 

-1% -

34% 23% 

-
16% 

, 
42% , , , 

43% , 
12% 

9% - -
1'l'.. 

Commerci;:l l Technical Oig~a l IBM 

8 



Exhibil S 
IT SPENDING 
$ Billions 

SOFTWARE 

Applications 

Developmen 
lools 

System 
level/utilities 

, , 
$42.8 

, 

35% / 
/ 

28% 

37% 

1991 

SERVICES CAGR 

$91.4 12% 

~ . _. 

53% $56.3 I :>JV/o I 17% 

36% 

29% 

35% 

1993 

Professiona 
service· 

Maintenance 

48% 

52% 

199 1 

, 

47% 7% 

1993 

S(lIII(;P · D:"llaquesl; IDC; McKinsey analysis 

00:1 ('I II~ 110 
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Exhibit 9 

UTILITIES INDUSTRY 
DIGITAL MARKET POSITION BY APPLICATION SEGMENT 

Technical systems 
(GIS, EMSISCADA, Plant 
Dps , wOIk management) 

~ DigilallVAX most common 
ptnUorm (70"10 ollnslalled 
base in some applications) 

- Migration to open systems 
underway 
• IBM AS6000 selling well 
• Sun, HP, Intergraph, DG 

also pr esent 
• Once exclusive Digital 

CSOs now carrying many 
hoxes; becoming platlorm 
independent 

Sr1lll r (> Utilities IBU: Interviews 

flo" pni '; liE 

INDUSTRY IT SPENDING 
100% :: $20 blnion 

Othe~ 

TransmsslOI 
oed 
distribution 

9% 

Plant 
operallons 

lB% 

39"10 

lB"Io 

Administratlvel 
financial systems 

Customer 
service 

Commercial systems 
(CIS, financial , m arketing) 

- Dominaled by IBM and 
Andersen/Big 6 

90·95"/. penetration 01 CIS 
systems 
082 de facto standard lor new 
CI S insTalialions 
Centralized mainframe 
processing predominant 
GtCS originally developed lor 
utlUtles Industry 

- Digital has litlle presence in CIS, 
moderate recent success in olliee 
autornalion 
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Exhib~ 10 

THE MIDRANGE PRODUCTION SYSTEMS 
MARKET IS DISAPPEARING IN UTILITIES 

TradiUonal Evolving 

Centralized 

1"--:,.;' production systems 
Mainframe- and corporat e data 
based r- base (062) 
commercia t 

Proprietary Communical 
midrange- 1< links 
based 
techrr ical 

Distributed Unix 
Low-cnd ? open systems 
distributed and 
point solutions 

1.1 

801 nr l ; ~ I ff 

Supporting evidence 

Recently ported technical applications 10 
open systems 

Southern Companies 
Paci fic Gas & Electric 
Allanta Gas 
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Exhibit 11 

DIGITAL SHARE SMALL AT MAJOR BANKS 

U.S. COMMERCIAL BANKS 
SYSTEMS EXPENSE 
$ Billions 

, , , , , 
$15 

, 
, 

Sm;j11 banks 16% , , 
Next 175 16% 

, , 

TOp 35 67% 

$20 

25% 

75% 

1990 1995E 

SOU! I '" McKinseyanatysis 

(lfllQ!;'l 'O 

!IIIIIIIIII IBM 

.. Digital 

VENDOR SHARE OF CPU INSTALLED BASE 
$ Millions 

Amex 

Citicorp 

Security Pacific 

Manufacturers 
Hanover 

First Interstate 

Chase 

Bankers Trust L~,",O: I , '!.is $105 

Source: ITt database 

ESTIMATE 

[SSSl Amdahl 

o Qlhe< 

$450 

$440 
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Exhibit 12 

BANKING SOFTWARE - MARKET LEADERS, 1990 
$ Millions 

DEPOSIT/LOAN/CREDIT 
100% = $670 

IBM/Hogan ~ Kirchman 

ELECTRONIC FUNDS 
TRANSFER 
100%. - $300 

Other 

Applied 
Communications 

SOM 
International 

Data Architects 

S(lI I1Cr> Mmkp-t intelligence 

001(11241 '11 

OPERATIONS PROCESSING/ 
ADMINISTRATIVE MANAGEMENT 
100% '" $250 

SoltwMe Alliance 

CUSTOMER INFORMATION 
MANAGEMENT 
100%. $200 

Other 

Harle H;:lnks 

PREL IM INARY 

_ Dig~"1 only 

~ Various, including Digital 

DIBM 

~ Various, excluding Digital 

~ Unisys 
_ NCR 

c=J Nol available 

Innovative 
Systems 
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Exhibil 13 
DIGITAL'S CPG/SDS CSOs 

R&D 

- Apoloco 
Systems 

- BBN labs 
- Beckman 

Biosym Tech 
- Chemical 

Design, Inc. 
- Chesape<lke 
- Fisons 

Molecul,lf 
DesiQn 
PE Np. lson 

- Polygpn 
- OCPE 
- SAS Inst. 
- Tripos 
- Ver ilV 
- W:-.lpr!'; 

Chromalo­
grOlphy 

- XyiJion Corp. 

Process 
manufacturing 

- Allen-Bradl), 

[ Andersen ] 
- ASK 

Ba=C;C:I.:CY ~-
Conlrols 
BBN 

- Beckman 
Biles a 
Assoc . 
Champs 

- Conilium 
CSI 

- Crisp':-~---, 
O ataloglQ 

Draves Barke 
Fischer 
Conlfols 
Gen~ym 

Corp. 
- Honeywell 

Inlellu,ion 
- Mitech Corp. 
- Modicon 
- Numelr;x 
- Perkin Elmer 
- PlQcess 

Conlrol 
- QAD, Inc . 
- Ross 

Systems 
- SAS Insl. 
- Sel Poinl 
- Texas Inst. 
- VGfFisons 

Distr ibution 
& logislics 

- Alpha & 
Omega 

- America n 
Turnkey 

- Calidus 
Systems 
Computer 
Assoc . 
Descar1 es 
OAI 
GSI 
Tr3nscom 
Hami­
schleger 
Information 
Concepts, 
Inc . 
Kos,echi Co., 
Inc . 

- McHugh 
Freeman 

- Perlo rmance 
Analog 

- PTCG 
- RGTI 
- Ross 
- STSC, Inc. 
- Wilke! 

TOOmlon 

Sales 

- ACG 
- Brock 

Controls 
- Descar1es! 

RAM 
- Draves a 

Barke 
- Envoy 

E"llistems 
- IAI I 

NPRI 
Orderit 
Sales Tech 

r'OV"I<·, ~ oll<>aciJ1Q industry ~OIUtiOflS a~ idAn~ried by customers during inlerviews 

Sowr •• r' omrany ("I'llil. inlmviews 

00:1 ()1 16!R 

Marketing 

EQoms~a!LJ 
DEC in sight 
Draves & 
Barke 
ESRI 
Glendinning 

- IAI 
EJRi __ 1 
- Kenan 

Syslems 
- Pattem 

Recognition 
- Red Brick 

SAS 
Tactics Inl'l 
Wilke! 
Thomlon 

D leading CSOs' 

Finance! 
administrat ion 

- Access Tech 
- CODA 
- Computron 
- Comshme 
- Cyborg 

I=- 0-'" --=r 
- Int 

KPMG Pe<ll 
Marwick 

[- i. .1 W50l1 
Assoc . 

- People Snit 
Resurni J 

- Ross 
- Timeline 

14 



Exhibit 14 
OPPORTUNITIES IN THE CPG INDUSTRY 

CPGINOUSTRYTRENOS 

Trade promotions 

Integrated suppty 
chain management 

Product prolileration 

[ ,own sizing 

:-'''1'' n IBU: inlerviews 

11n1 "I I . [l 

) 

ITIS opportunities 

- Sales and markeling 
decision sUPPOr1 
Order management 

- EDI 
- Integrated logistics 

systems 

- Process control and 
product costing 

- Client-server systems 

Digital advantages 

- Distributed application 
requiring netwol1dng 

- Leverages strength in 
point solutions in 
manufacturing; selling into 
~ more technical 
dep~rtmenl 

Digital disadvantages 

- We<lk position in pes and 
UNI X wOlkslations 

- IBM-dolllimlled m~ in lmmf! 

application 

- Minimal hardware requimd 
- IBM-domin:lted mail1lr :HllP. 

:lppliCi1lion 

- Sirong midr;1nge plaHorms - 18M-oriented MIS 
department reluctant to 
add new architecture 

15 



Exhibit 16 

COMPETITORS BY SEGMENT 

Buying 
and 

delivery 
mode 

Key decision 
maker 

System scope 
Type of sale 

Exl sllng applicati ons 

Plntt orrn upgrade to exlsling 
application 

New;tppllcall ons 

- I'I:'ItlQlm· or nelwOlk ·led 

"nplicAl ion.led 

- , 01':10111 SI-Ied 

L-. 

SOllles· Mr:Kin<:I"V ;'l,mlv<:i<: 

8030055 IS 'C: 

~ 

""" 
~ Functional 

~ Plant/s ubsIdiary 

IBM 
HP 

Son 
IBM 
HP 

Mentor Graphics 
Intergraph 
IBM 
HP 
Son 

Clan of customer 

Buslnen un" 
manager 

Bu sIness un" 

IBM 
HP 

COlTl'ulor Associates 
Oracle 
IBM 
FulitsullCU HP 
Amdahl NCR 

PRELIMINARY 

D Dighal's CUHent 
mal1<.et position 

------J~ .. 

COOICFO/CIO 

Enlerprlsewldel 
enterprise level 

IBM Amdahl Hitachi 
FujitsullCL Uni<:ys 

COlTl'uter Associates 
Oracle 
IBM Hitachi 
FujilsuJlCU 
Amdahl 

ASK Fuj ifsullCU Shared Medical Policy 
Pansoph ic Amdahl Mgmt. Systems 
Hogan Systems HP Systematics IBM 
NCS NCR DBS FujitsuliCU 
IBM Dodge Amdahl 

Andersen cels 
AnrJArsen IBM EDS IBM EDS FujifsullCU CSC Fujitsu/ICLI 

SHL Amdahl 
CSC Amdahl 

16 



Exh ibit 17 

MARKET SEGMENTATION - VAX 6000 

Buying 
and 

delivery 
mode 

Key decision 
m:tker 

System scope 

Type 01 sale 

Existing application 

PI;'! tlorrll LJ rxJ l ade to existing 
arpl ic:1tion 

New applications 

- rl:111 0l m· or network-led 

- Ar r 'ir:n'ion-Ied 

f 11" ' 0111 51 .led 

1" ,I new ;'!pplicalions 

Tol ;'!1 

SOU ICI'! I1 KI,'.11 tJ""1 '; ltfv"y 

B03 f)Q~5 f 7lr 

0( 

~ Functional 

~ Plantlsubsldl8!I 

Units Percent 

PREL I MINARY 

Class 01 customer ~ 

Business unit 
manager COOfCFOfCIO 

Enterprlsewtdel 
Bus iness unh entetetlse level Totat 

Units Percent Units PelCE'nt Units Pel c(!nt 

66"10 

16"10 

11 % 

7% 

34% 

100% 

17 



Exhibit 18 

MARKET SEGMENTATION - VAX 9000 

Buying 
and 

delivery 
mode 

Key decision 
maker 

System scope 

Type of sa le 

Exlsllng application 

Plallorm upgrade 10 existing 
applicalion 

New llppllcalt ons 

- I' lallorm· or network·led 

. "'pplir.alion ·led 

I 1I:;lnm 5 1.led 

,, ·1 ,I tI('W arPlicai ions 

TOI;., 

Sourcp VAX filII.) ,"'l~ h.,.,,, 

e03 00'i5 181(': 

"'" 
~ Functional 

~ Plant/subsidiary 

Unils Percenl 

116 36"10 

9 3% 

125 39% 

PRELIMINARY 

Class of cuslomer ~ 

Bu siness unit 
manager COOICFOICIO 

Enlerprlsewldel 
Business unh enterprise level Total 

Units Percent Units Percent Units Pf'r cenl 

132 41 % 23 7% 271 84% 

37 12% , ,"I,. 50 16% 

169 53% 27 8'Y" 321 100% 

18 



Exhibil 19 

GIS PARTICIPATION IN KEY SEGMENTS 

NEW APPLICATIONS 

TOTAL PRODUCT SPENDING 
Percenl 

:: I I Markel" 

50 

40 r- - ..... . 
••• ....... I OigiiaIO 

30 

20 

10 • 1993 o I 
19u~ 9 1 

nlqilal share (1991) I 14% 

M ;U~f'I ~rowlh (1991-93) } 

EXISTING APPLICATIONS 

TOTAL PROOUCT SPENDING 
Percent 
70 I 

60 ~ ............ . 

50 

Digilal" 

40 I I Marker 

30 

20 

10 

o LI __ ----------------~ 
1989 91 1993 

I 1
10

% 

2U 
l o 'I'I I11:nkpl dala is projeclion lor induslfy. Oigil<ll plOieclion exlrapolaled fr om 1989·9 1 Ir('nd 

Snu" Inc: Oalaquest company dala : McKin~ey analysis 

IlfnOL'Ar 

19 



Exhibit 20 

MARKET SHARES 
$ Billions 

MIDRANGE SYSTEMS 

100% ., $25 6 $25.6 
~~- --

Other 4 1% 
37% 

. , 

liP 9% 
11 % 

-

IBM 35% 39%. 

-
(h(lll . ll 15"/0 13% 

1989 1990 

$25.4 
~---

42% 

, . 
11% , . 

36% 

- . 

11% 

1991 

.... ,,'" ,. n .... l:l'llJn~l . IDC. Comp:my 0<11<1 . McKin!:<>y ",n:lJy!:is 

I1n"'" n~, l lr 

E S TIMATE 

PCs AND WORKSTATIONS 

100% ". $46.9 . --

Othe 79% 

=4% _ 

15% 

HP 

IBM 

Oigil<t 1=2% 

1989 

-

-

~ -

$526 . $54.2 . -

80% 77% 

=4% _ 
- ~4·f. : , 

14% 17% 

2% - 2%= 
1990 1991 

20 



Exhibit 22 
NUMBER OF NEW RESELLER AGREEMENTS 
FORMED BY VENDORS 

140 

120 

100 

80 

60 

40 

IBM 

;:>f'I 
-. . .. .. .. .. .. .. .. .. .. .. .. .. .. .. ..... ... .......................................................... I~~!f~n -

'""" ,y 

P(lck;:ud 

n 

1"1fl7 88 89 90 1991 

SPllr " IOC: McKinsey analysis 

(\(\101'''' "1.1 
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Exhibil23 
CHANNEL PRESENCE OF IBM AND DIGITAL 

Combined revenue Revenu e-w eighted Revenue -weighted 
of top 5 VARs percentage carrying perc entage 

Major yetlica l ~_ $_Millions ____ IBM ___ carrying_~i.9ilal 

Medic~l!he"llh eme $903 6 1% 75% 

B<lnk ingfin<; ur .. nee '27 84 17 

Aulomnlivn 712 70 10 

Manu1 ilC;IIIIing 392 83 100 

P r inl ill(l ' IJI Jblishi ng 248 73 56 

Govt>rnmnn, 2' 0 2' 31 

Rn' ;tli 126 78 22 

Whnl,' o;" lt> 'rt i~ l ribu l ion 11 2 37 13 

CAI 1(' i\M 63 52 32 

COli 11th lion ., 77 0 

~'" $3,67 1 67% d2"/ ... 

<';Olm' VARI3II SINESS 

1Y11 011Qf\ 
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Exhibi! 21 
CHANNEL PARTNERS' RANKING OF VAR PROGRAMS' 

PRODUCT CHARACTERISTICS SUPPORT PROGRAMS 

VAA VA" Join! Minimize 
Product PrlcQi technical mar91:eUng Quality sales c hannel 
quality performance suppor1 suppOr1 of leads calls con flict 

H, wl, 1I ~9.5 ~79 5 7. 
I 167 

Pack:ml 

Digil;ll 8 .7 6.7 6.7 I 15., 

5.6 ~70 166 

4.2 ]s 3 56 

Ifl.M I J .3 n 63 l 69 I 167 4 .• l 59 53 

n""ki"fl 0" 10 poinl sCilla. 10 bP.lng highest 

SOl" " " VAneUSINE SS 

fl'" ,,' "n 
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Exhibit 24 
COMPETITORS' CHANNEL INVESTMENTS 

IBM Ve rlical 
markels 

Geographic 
markels 

Producl 
c hanne l s 

EOS Vertical 
market s 

Parlner fi n vl!s lmen l 

- Hogan Systems (5%) 
- Chain Store Systems 
- Policy Managemgnt Sy!';tems (20%) 
- American Management Systems (10%) 

- Groupe Bull (5 ·10"/,,) 
- Kaertner (10%) 
- Systemdenste (49%) 
- Clliyoda life Information Systems 

- Wang (4%) 
- At OS Systems (50%) 
- Comops (2S%) 
- Computer Systems Advisors (10%) 

Crealive Management Systems 
Operator Assistance Network 

•. Sy ~ terns Network, Inc. 
Nationat Car Rentallntormation Services 
fexas Air System One Corp. 

- Apex Cellular 

Geograph ic - SO·Scmn PlC 

esc 
m a rk ets 

Verti ca t 
mark e t s 

Geographic 
mark e t s 

Source: roo {i:11:l h:1';'" 

8030120iE 

Intelicom Solutions Corp. 

EMlmCox PlC 
Moria Informalique 
rirreca 
lnlOf{>m, limited 
CIG· lntersys Group 
eSC/Index 

Timing___ Mark el/technology 

- September 1990 
- January 1990 
- August 1989 
- July 1989 

- January 1992 
- Novembor 1990 
- October 1990 
- April1990 

- September 1991 
April 1990 

- D9C9mber 1989 
September 1990 

September 1991 
July 199 1 

- July 199 1 
- January 1991 
- February 1990 
- December 1990 

- August 1991 

- October 1991 

- May 199 1 
- January 199f 
- Apri11990 
- November 1989 
- June 1989 

Banking 
Distribution 
Insu ranCfl 

- B<lnkingltelecom 

General - Fr;mce 
- Banking - Austria 
- General - East Germany 
- Insurance - Japan 

AS/SOOO, AS/4000 
- AS/400 - Japan 
- AS/400 - Aus" alia 
- ASl400 - Singapore 

Cable industry - subscriber managempnl :<:ystems 
Financial institutions - billing service :<: 
Government - systems integratinn 
Rental car industry - processing services 
Airl ine industry - r9serv!l l ion syc; ' <>m:<: 

- Cellular industry - billing systems 

Software development - U.K. 

- Telecom industry - software solutions 

- ITIS management con:<:ult ing - U.K. 
- Systems integration. software development - France 
- Soltware supply 
- IrIS marl;mement consulting - U.K. 

Consulting. 5 1. FM, software development - Belgium 
Con" ultinQ. hlJ!:iness reengineering - u .S. 

24 



Exhibit 25 

VERTICAL MARKET SIZE VS. DIGITAL SHARE 

VERTICAL MARKET IT SPENDING 
$ Billions 
50 .-

~ Componeols 
45 

40 

35 

30 

25 

20 

15 

_RetaillWho~<lla 

:fravel 
- • Forestlmel<11$ 

ArEl'Cons - Utilities 
• 
InsUl<lnce 

Banl<.lng _ 

Education • 
. Heallhcal9 

_Eleclronlcs 

_ DIS 

• Automotive 

sEWVices CPG Compulef ·.A 

ESTIMA T E 

. FABS 
- EPS 

.Telecom 

- MEMf • swlservlces . Oil and ga!: erospace 
1 0 ~ Olhef pmr Chemical 

5 Accou~vCons - Legal EnVir~:enl Ph::ma " App Dev Sys 

o . Tesh OEM " I 

o 2 4 
DIGITAL MARKET SHARE 
Percent 

SrllH< f"I IBU business plans 

Rn:'.nl .~ ·11 

6 8 10 12 

25 



Exhibit 26 
CHANNEl CONFLICT 

VP, U.S. Sates 

I I G.09,"~hIC VP 

I 
I I 

VP. Nationat AGM. (major city). AGM, (major ci ty), Votume 
Accounts Services I 

I I 
Account Set VP, Banking, 

Capital maike! s. 
InSUfance, Medl;] 

I 
Manar e',8ankln9 

NaUonal AccnIJn1s Sales rep 

~:~k~n~'n,g", ' ~ t/ 
~ Banking 

portfollof 
national 
customer 
~ 

BOJ0 101 11C 

Authorized distributor 
- Buys and resells hardware, 

some soHware 
- Branching Inlo services 

I 
eMP 
- Develops and sells lurnkey 

software that runs on DEC 
hardware 

- ·Pulls through" DEC 
hardware and services 
(e.g., lntranetl 

I 
SCMP 
Same as CMP plus 
- Has substantiat 

customizallon, 5 1 capability 
- Buysfresells hardware 

(e.g., Shared Medical 
Systems or banking 
equivalent) 

PRELIMINAR Y 

How conflict occurs 

- Customer imprpssed with SCMP solution al trada 
show 

- SCMP and customer work Independently of DEC 
sales lorce to structure sotution Clnd terms 01 sale 

_ Customer gets nervous about tocal support (SCMP 
located In distant city) lor new DEC hardware. 
contacts tocal DEC rep 

- Locat rep competes with SCM P lor inl1uence at 
account and gets leverage by wifhholding scarce 
local sales support and services resources 

- After negotiations and customer conlusion, deal 
struck to cut in local rep on deal . AGM also cui in 

Why conflict occurs 

- Reps Incented 10 chase deals In progress 
- Local direc!. indirect sates and national sales only 

meet at U.S. level 
CMP. SCMP olten work Independently 01 DEC direct 
sales lorce 

- NASM m<ly have conlllcting goals/poor 
communication with local sales reps 

- Mu lt iple indirect channels 

26 
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Exhibit 28 
DIGITAL SI REVENUE (NOR) - FY1992 
PLAN 
$ Millions 
100% = $2.086 

Operalions (FM) Training 
~ 

Custom 
snftw :lfe 

19% 

20% 

Custom hardware 

Sow, n ' Company data: interviews 

r)(l1 1 ..... "' 11f} 

39% 
Hardware and 
software prooucls 
and associated 
maintenance 

Services skill set 

- large remedia l services org;:lIlizatioll 
(with muhivendor maintenance skills) 

- Small number of program managers 
- Umited group of vert ical market 

focused resources 
- Small sales organization (- 11 0 DS4s 

within 7000-person sates force) 
- Emphasis on technically integrating 

Digital prooucts, not providing 
business solutions 

28 



Exhibit 29 

SALES FORCE STRUCTURE­
PARTIAL ORGANIZATION CHART' 

I u.s. s. ... VP 

I VPWHt I ,-s_m, 
SCMP 

I-s .... m' AGM - Choe:Igo II AGM - Chbgo II I 
servio>s basic AGM - YOIume - -

C .... - - --
I 

_ ~ •. 1. I-s .... ~ Accounl ~ .. t 
~m:ln:lQ@f _ Sales SlIppot' l Product specialty AD 

B:wJkJng ~ - - m<lM9'J' - - ·sales learns • - - - - -

I\a;Otml s .. 1 I 
~m:ln:l9'" _ ~ Resouroes leport __ ___ ~Ploductlon sysl9ms __ 

C:lp,I:l1 M,rkels 10 aOCOUllI sel 
M<>o:ti:l 

~I\f.c:ouo t s ill 
m:ln."'9PI -
I"":.,,, :10(;'" 

I\(' .. oonl Sill 
f-m:mag<" _ 

I,ny'" 

I " oc.1tion 

L ""rOllnl ~t'l 

""'";'19'" (, ... ,,, .. ,,,1 
Il,"',,,,,<:~ 

managers 

~ ------------
~w<rtslatlons 
-----------

- ~ysl9ms 

~sal9S rep" CuslOmf'l' 

I 

VP, NII'lonIN 
A~nts 

I 
VP. tinanci;ll Sf'fVioP<:, 

Fpital mafMl'l, 
insurance, media 

1 

~ t-~allonal Aoeoont<: 
Sales Man~ -

""'king 

~ ~NASM - Insurance 

• I-NASM - Capital Markets 
• 

.. _ NASM - M9dI:l 

Show<: only Chte:lgo'<llea Q809f:lpNc structure wilh , .. l,t"lt natiooal ltnd oorporal9 :.c:cOt.mts OIQ:wliz:l1ioo<: 

<;1)111 ( " Inl",yjQ_ 

SO:,:! OO'YlIC 

VP, Cotponole 
Accounts 

I 
COfpot'<l t .. Account 
M.'ln:tger 

1 

r Strategic Account 
M.·ln~ IAm""hIJo: 'I 

~AM - Offie" 

~AM -~e 

_ SAM- Planl 

29 



Exhibit 30 
PLATFORM FOCUSED VALUE DELIVERY SYSTEM 

_Me_ 
VAXNMS 

In,hllled 
ba,afoctn Foe ..... 

Compelltlve 
OSF·l offaring 
with Alpha 

) ) markellng 

Lay.red ,on""ar. 

Target off· 
b.,.'ocU!l 

- BundlBd ;'lnd - N;!mad accounts 
unbuncllttd - N;!moo p-'lrtners 
ollRring!: - Spedfic 
Fighting bf:lnd with competitive thrusts 
Alp"" OSF/ I 

OO301, -\'r 

program, 

- Packaging 
- Sale, torce training 
- Two-tiered pricing 

Sb".amlned 
...... nd 
support 

- StreamNned 
business 
processes and 
reduced cosls 

- Improved channel 
partner IIn1tages 
and !ewer CSOs 

Traditional and 
edga Oul ,ervlces 

Maintenance :Ind 
,uppo" 

- NetworWdesktop 
IntegraHo('l 

- l imited cuslom 
application 

Target Gts 
cu.lomer 
... monl 

- Platforms 10 
a.l.tlng 
applications 
• Power upgrmjes 
• Compeliliv!! 

migmUons 
• Downsizing 

30 



Exhibit 3 1 

PACKAGES AND PARTNERS FOCUSED 
VALUE DELIVERY SYSTEM __ 

$eJect focus prk>rtdze Gts 
VAXNOIIS on commercl.I vertical 

Competldve Industry 
_. 

OSF-l offenng opportuni ties, PrIorttlze Gts 
wllh Alpha cus!omer hot'tzontlll 
layetad software segments ...... " 

- 3 liars to pnoriHzfI - Key leadlng edge 
reSOIJl'CflS commercial 

FABS 
- RDBMs 

BOJ 0111 IIr 

De.Mop 
progrems to 
ImprO'le 
.upport 01 
partners 

- CSO lnV9slments 
- Channel programs 
- Technical support 

Tredlltonal and 
edge ou! services 

Targe! Gts 
customer ... -. 
- Pecbges 

and partners 
for new 
.pplk:aUons 
• lflilding 

commefchlt 
applications 

• Client·salVaf 
m!mglnflftfing 

31 



Exhibit 32 
SERVICES-LED CUSTOM SOLUnONS 
VALUE DELIVERY SYSTEM 

ptetlOfms, 
~ SetKI 'ndu • .., ~ D ... lop 

D' ' ... , ...... ,~ focus fronl·end 
\ consultative 

'n­
house 

- Broad otfotrings 

603 011:0 , 'r 

Bund soIulion 
PIIrlnef.htps 

- Segments Of 

rtlch9s 10 focus as 
prim. 

- Sub In oth9rs 

.klll.ln 
concert with 
"Ph 

- Cross-lunc:llonal 
reprll58flla~on 

- InduslrY focused 

Detty., end 
'ever.ge 
.oIution. 

- ProfecVprogmm 
management 

- C3plurll knowledge 
- Repllcale 

identify 'o llow-o" 
opportunlUes 

Relationship 
managemenl 

Targ.' Gts 
cuslomer 
segmenl 

- Service-led 
custom 
solutions 
• 5 7 verlic:ll!': 

(Initi:tlly) 
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OVERVIEW 

The rapidly growing (80% GAGR) clienl-server markel presents a very attractive discontinuity­
driven opportunity for Digital - in hardware and services. While Digital enjoys a strong (52%) 
share in the proprietary server segment , it has little credibility in the rapidly growing Unix- or 
Intel-based segments 

To compete more effectively in this market, Digital must aggressively attract and support 
GSOs and systems integrators who are expected to deliver 60% of the new solutions in this 
area with AlphalOSF- l as the lead platform 

Finally, opportunities in the downsizing/rehosting market offer significant potential for Digital, 
particularly in hardware where rehosting mainframe or mini-based applications in the 
commercial markets is attractive 



MARKET GROWING RAPIDLY 

Limiting the definition to "cooperative processing" only, reduces the market to 
$6.9 billion , growing at 82 percent annually. 

CLIENT-SERVER MARKET 
TOTAL tT SPENDING 

ES TIM ATE 

$ Bill ions 

PC LAN 

True client· 
server 

$15.0 

8.1 

6.9 

~ mHa 
30% 

-.............. 

82% 

100%. $6.9 

Servers 

-~ _...... 16% ----
Software I 18% 

23% 
spending' L __________________ ______ ~ 

1991 Services 

43% \ Clients 

Defined as systems working together (cooperative processing), but nol counling file servers that are simply an extension of a 
PC's 1/0 subsystem 

Source: Input; Forrester Research; McKinsey analysis 

BOO0136IF 2 



Software and services will make up more than half of the $23 billion market by 
CY 1993, with servers accounting for only 15 percent of the total - representing a 
$3 .5 billion opportunity by 1993. 

CLlENT·SERVER MARKET 
PRODUCT SPLIT 
$ Billions 

Services 
Software 
Servers 

Clients 

$6.9 

23% 
18% 
16% 

43% 

1991 

Source: Forrester Research; McKinsey analysis 

B03012 11if 

, 
I 

I 
I I 

I ' 
, I , ' 

I I 
I I , 

I I , 
I' , 

I I , 
I I / I 

I , , , , , 

ESTIMATE 

~ 

$23.1 82% 

22% 78% 

29% 130% 

15% 77% 

34% 62% 

1993 

3 



Across the enti re market , DOS and other Intel-based architectures encompass more 
than half of the market with Unix running a close second. Proprietary architectures account 
for less than 10 percent of the spending and are expected to shrink in the future as a 
percentage of total spending. 

CLIENT-SERVER MARKET 
OPERATING SYSTEM SPLIT 
$ Billions 

" 
" 

" 
" 
" 
" 
" 
" 

(;Mlli 

$23.1 82% 

5%---. 44% 

43% 89% 

;, , ~I----i 
I~ / 

Proprietary 
UNIX 

$6.9 
9% 

40% 

DOS/OS/2 I 51 % 

.1 I 

I 
I 

I 

1991 1993 

Source: Forres'er Research; McKinsey analysis 

BOO 0121.2IF 

52% 83% 

E ST I MATE 

4 



Within the market fo r proprietary client-server solutions, accounting, administrative and 
production processes are the biggest applications areas. In ve rt ical markets, fi nancial 
services and manufacturi ng are at the leading edge of adopting client-server. 

APPLICATIONS BEING MOVED TO CLIENT-SERVER 

BY BROAD CLASSIFICATION 

Scientific and 

Knowledge-based 
engineering " 

Distribution ~ \~=I-' r--2o;, i I __ 

Image 
processing 

Planning 

Point-of­
contact! 
sale 

9% 

14% 

\ ~ 2% 
7% 2% 

16% 

Administrative 

Source: Input , Business Research Group 

80:lD<04 

27% 

21% 

Production 
processes 

Accounting 

BY VERTICAL MARKET 

Process manufacturing 

Insurance 

Tradinglfinance 

General manufacturing 

Trading 

Banking 

Discrete manufacturing 

Health care 

E S T I MATE 

I 81% 

I 76 

1
70 

1
70 

1
6B 

1
64 

1 59 

153 
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DIGITAL WEAKLY POSITIONED 

Wilhin the server market, Digital has a large share of the proprietary OS market, but 
almost no share in the larger (and faster growing) DOS and Unix segments. 

SERVER MARKET 
$ Billions 

$1 .1 

Unix I 44% 

CAGR Digital share 

77% 

76% <2% 

, , , 

, , , , , 

, 
, , , 

E STI MA TE 

Other 

" ' \ I 52% J VMS 
DOS/OS/2 I 39% 89% .. <5~/CI MVS/VM 36% 

, , , 
, 

, , , 

-----+ ' 
Proprietary I 17% r 29% 52% _______ _ ____ _ 

-- - -- - - - --- - --
1991 

Source: Forrester Research; Business Research Group; McKinsey analysis 

BOOOl3Rf" 6 



Howeve r, many customers now using VMS expect to move to Unix or Intel-based 
platforms for their servers. 

OPERATING SYSTEM USED ON MINICOMPUTER SERVER 
Percent 

Other 

MVS 
Netware 
OS/400 

Unix 

VMS 

1991 

Source: Business Research Group 

B030139iF 

12% 

11 % 
0% 
5% 

30% 

42% 

- ---
11% 

4%== 

-:::;.::::.-
5% __ 

, 18% , 

28% 

, 

34% 

1993 

ESTIMATE 
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Although many client-server systems are bought as platforms, a larger share of 
spending is pul led through systems integrators and CSOs than in the overall market. 

SPENDING BY DELIVERY MODE - 1991 
New applications only 

Platform 40% 

Packaged solution 27% 

Systems integration 33% 

Client-server 

- ---

-----

, , , , , 

Source: Forrester; Business Research Group; McKinsey analysis 

B030140.f 

ESTIMATE 

29% 

50% 

21 % 

Overall market 
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... it does not appear that Digital's ptatform sates are well-positioned to 81 vendors in th is 
area either. 

DIGITAL PERFORMANCE IN NAMED SI ACCOUNTS 
$M-NOR 

Andersen 

CSC 

EDS 

Cap Gemini 

Logica 

Coopers & Lybrand 

SD Scion 

TOTAL U.S. 

TOTAL EUROPE 

TOTAL NAMED 
ACCOUNTS 

FY91 

11 0
.
7 

4.3 

2.2 

I 10 

~ 1272 
.3 

0.1 

12.1 

6. I 

51.0 
= 
57. I 

FY92-3Q YTD 

r-
2.3 

4.1 

4.4 

16.3 

2.2 

-

154 

7.0 

28. 1 

35.1 

Not e: Does not include revenues specified but not laken titie too, which in many cases can represent substantial volumes 

0030205N 10 



Digital services is not a major ptayer within th is St delivery channel and ... 

TOP PLAYERS IN CLlENT·SERVER INTEGRATION -1 991 
$ Millions 

Top players 

SHL Systemhouse 

Andersen Consulting 
New Age Systems Group 

Technology Solutions Corp. 

Price Waterhouse Open 
Systems Integration Group 

Innovative Information 

Business Systems Group 

Marathon Systems 

Lan!s Corp. 

7 

6 

6 

Digita l I ? 

Source: Gartner Group 

""'0543<0 

$100 

60 

52 

15 

13 

c=J Smali locus&d SI 

Current market focus 

Industry locus on telecom, government, energy, 
and segments of financial services 

Small group focused exclusively on client·server 
systems 

Industry focus on consumer products, manufacturing 
and financial services 

Dedicated open systems integration group focused 
on UNIX, RDBMS, client-server, and open systems 

Industry focus on distribution, manufacturing, and 
financial services 

Projects to date primarily in energy sector 

Industry locus on transpOrlation, linance, and utilities 

Specializes in select RDBMS and Iront-end 
applications and related client-server consulling 
applications 

9 



BEHOSTING MARKET OFFERS POTENTIAL 

Over $5 billion will be spent next year to move applications off mainframes and 
mini computers onto smaller systems. Over $3 billion of th is will be hardware spending. 

REHOSTING MARKET - TOTAL IT SPENDING 
$ Billions 

$5.6 
100% 

$3.4 
60% 

$1.0 --~ 

17% - -- f$o:Bl 

~ 

FY93 Hardware Software Services 

Source: Inpul: McKinsey analysis 

B030146IE 

$0.4 
8% 

ESTIMATE 

Maintenance 
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The largest market segment is the commercial market, where 18 percent of the 
spending will be for moving mainframe applications onto minicomputers. 

DOWNSIZING OPPORTUNITIES BY TARGET PLATFORM 
$ Billions 

COMMERCIAL 

Mainframe 
to mini 

Mainframe/mini 
to RiSe/Unix 

Mainframel 
mini to PC 

100% = $4 .1 

34% 

48% 

'--___ ----'1- -

Source: Inpul; McKinsey analysis 

EI0301481C 

100% = $5 .6 

73% 

27% 

, , , , , , , , , 

~ Target market 

[=::J Additional opportunity 

TECHNICAL 

100%",$1.5 

y ZZZ/ 5%2:22:22:2121 Mainlrame 
to mini 

70% 

25% 

Mainframe/mini 
to RiSe/Unix 

Mainframe! 
mini to PC 
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To improve its position in the fast growing client-server market Digital needs a two­
pronged strategy - first to defend its existing platform and CSO share and gain systems 
integration expertise on its proprietary platforms and second to aggressively move forward on 
the development of open systems-based platforms. 

ACTIONS TO BE TAKEN 

Proprietary platforms _ Open systems 

- Use Open VMS to prevent erosion from 
installed base 

Deliver software integration platforms that 
SI can use to generate new business 

- Target installed base with Digital client­
server marketing campaign, touting inter­
operabi li ty and Digital's client-server 
expertise , global network capabi lities 

- Target IBM and Unisys base for rehosting 
opportunities 

- Move forward on OSF/ l development 
and more aggressively market Alpha 
OSF/l 

- Target 10-15 key horizontal and vertical 
CSOs that have not yet committed - offer 
them Windows/NT and OSF-l dual 
migration tools 

- Build support programs to focus on the 
leading Sis and CSOs 

- Build/buy skills to enable Digital services 
to play in this segment more effectively 

.u 
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OVERVIEW 

Open VMS represents an important marketing thrust for Digital, particularly in protecting the 
large installed base. However, the value of the POSIX compliance aspect appears modest, 
relative to the other changes in the marketing mix 

Based on a preliminary set of customer and CSO interviews, along with industry surveys, it is 
unlikely that OpenVMS will position Digital to compete in the rapidly growing segments as 
Unix is viewed as a much more attractive platform for many new applications 

Digital needs both a strong OpenVMS thrust as well as an Alpha OSF-1 thrust to compete. 
Given the current timeframe for OSF-1 development , Digital has 2 options to fill the current 
competitive gap 
- Shiftladd emphasis to market Alpha/OSF-1 aggressively into technical and available 

commercial markets 
- Evaluate options to acquire Unix market presence, either through system vendors or 

systems integrators well~versed in Unix 



IMPACT OF OPENYMS PROGRAM IN UNITED STATES 

FY92 VS. FY91 CHANGE IN VMS CERTS - u.S. ONLY 

-17% 

-30% 

01 t 02 

Program announced 

Source: Company data 

B030196IC 

1% 

03 
The impact in the U.S. has been a dramatic 
reve rsal in VMS Certs erosion 

Open VMS represents the bulk of GIS 
marketing expenditures (-$30 million of $68) 

However, given the multiple changes in 
marketing mix , it is difficult to isolate impact of 
• POSIX compliance 
• Lower prices 
• Improved performance 
• Targeted platform incentives 
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Some industry analysts believe that POSIX compliance will have little impact on 
application portability. They argue that Middleware has a much greater impact on application 
portability. 

VALUE CREATED BY POSIX COMPLIANCE 

"The addition of Posix interfaces to VMS is irrelevant for most 
applications since neither the COBOL compiler nor Oracle uses them." 

- Gartner Group 
Applicability of standards 

Applications 

~ - - - - - - - -These APls matter to applications- - - - - - -->-

Languages Data User interface Other services 

C,c.. management Moti! Messaging, 
COBOL SOL DBMS Window toolkits etc. 
Fortran XPG ISAM FIMS 

~ - - - - - - - - - - These APls matter less' - - - - - - - - - - >-

DeE I Posix 1003.1 I Posix 1003.4 I XPG I Nonstandard 
Interfaces 

Operating system core (Unix or non-Unix) 

Hardware 

Source: Gartner Group 

80301601C 

Open VMS will provide 
little customer benefit 

- POSfX only applies to applications 
written in C; it does not standardize 
data base calls, graphical or 
forms-oriented screen lID, or many 
other high-level services 

- As a result, the portability of 95% at 
applications will not be impacted by 
OpenVMS 

- Open VMS does not address a major 
customer concern - reducing the 
reliance on a single vendor 

3 



As over 90 percent of Digital's installed U.S. base are VMS only (by primary 
application) , Open VMS represents a key marketing thrust. 

DISTRIBUTION OF DIGITAL U.S. BASE 
Percentage of sites/systems by primary appli cation 

11.900 

1"0 r-B-Er ~ 
__ I til )::rs 

(4%) 

4.'" 11 ,00l 
- -

6.050 

Technical & 
EKiJcationai 

Commercial ""''"'' 
VMS ONLV 

Note: Shading indicates dlter90C8S in scale 

Source: Computerworfd 

B)301971C 

TO<h . 

Comm8fcial ~.::: 

UNIx/ULTFnXONLY 

Technical 
Commercial . & tdJcabonal SUbr:ltaI 

400 
(4%) 

""''''" 

11"", 
(92%) 

BOTH TOTAL 

... 
UllrixlUni)( only 

VM$only 
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LARGE SEGMENT OF CUSTOMERS AND CSOs WANT UNIX 

In general, potential customers did not see significant benefits in OpenVMS relative to 
the "old" VMS outside of the price and performance improvements. Customers who were not 
already supporting VMS saw little reason to introduce OpenVMS to their shops. At one VAX 
site the MIS department indicated that Open VMS did not meet their new open systems 
standards. 

CUSTOMER VIEWPOINTS ON OPEN VMS 

Customers who do not already have VMS cite high costs and little value added as factors that 
prevent them from adopting OpenVMS: 

"The point of differentiation is not in the operating system ... all the differentiation is in applications, service. 
and support. The costs of bringing in a new operating system are too high. OpenVMS has no future in my 
shop." 
~I have a distributed network of AS400s. I have a big investment in RPG code. I have hundreds of people 
trained in this ... switching to a new operating system just doesn't make sense." 

Customers moving to distributed architecture do not see a role for OpenVMS: 
"We are moving to 3 types of configurations : (1) large-scale systems; (2) networks running OS/2: and 
(3) single-user systems. OpenVMS is nol going to be one of these ." 
"Look, we have OS/2, DOS. Windows, Windows NT. and Unix. Now tell me why I need one more called 
OpenVMS." 

For some customers, OpenVMS did not meet their open systems standards: 

"Although OpenVMS is POSIX-compliant, it does not meet our rigorous open systems standards. OpenVMS 
does not help us reduce our single vendor dependence. I couldn't buy OpenVMS even if I wanted to." 

OpenVMS may help defend the installed base: 
"I don't think that MVS and VMS are going to go away entirely. They are good systems and many companies 
have huge investments in them. For Ihese cOl1'l>anies there are huge switching costs in moving to Unix. Yet, I 
believe that the industry is headed toward open systems. If two equivalent applications ran on Unix and 
OpenVMS, I would choose Unix certainly ." 

"11 is less expensive to stay with Digital, yet we want to get out of proprietary systems. We will never spread 
VMS out of the scientific side, we must eventually conver1 it." 

Source: Interviews 
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Unix is an important platform for new applications among both Digital customers and 
the broader market. 

PLATFORM CHOICES FOR NEW APPLICATIONS 
Which platform will you consider for those new applications? 

DEC BASE 
Survey = 168 responses 

VMS 

Unix 39 

Note: Of Ihese applications 21% are expected to be 
downsized, remaining are not 

61 % 

BHOADER MARKET 
$Ulvey = 341 responses 

AS400 

Unix 

VAXJVMS 16 

52% 

32 

Note: Unix likely 10 be used in in I'jr)wnsizing 46% of time vs. 
VAXNMS 21 %; survey sample hl.dVi ly weighted toward 
mid-range users 

Source : Standish Group Survey 341 respondents across 12 industries 

0030198. liC 
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Representative of the bimodal segmentation is IBM's experience in attracting new 
accounts - about half with Unix , the rest with the proprietary AS/400 or ES9000. 

IBM'S NEW CUSTOMER GROWTH 
Number of accounts 

- - -==-50 ====- - -
ES/9000 

2,550 

AS/400 

PROPRIETARY 

100% II: 5,000 

2,400 2,400 

""=-50~ 

RS/6000 

2,550 

Total new accounts 

UNIX 

Note: New accounts defined as sites that had noth ing more than pes installed previously 

Source: Digital's IBM Competitive Workshop 

BOO 0199/C 
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Within the Digital base, a sizable portion of the customers are pursuing or considering 
migration of applications to Unix. 

DIGITAL CUSTOMER MIGRATION TO UNIX 

MINICOMPUTER SITES PURSUING 
A UNIX STRATEGY 

100% .. 250 

No 

Considering 

Ves 

70% 

7% 

23% 

Vf\X 
users 

Source: IDC; Information Week 

B030158.f' 

--

249 

74% 

1=4%= 
22% 

Other 
mini 
users 

, 
" " 

[=:J Pursuing Unix 
strategy 

245 

87% 

, =5%= 
8% 

AS400 users 

PROPRIETARY SYSTEMS 
USERS MOVING AWAY 
FROM PROPRIETARY 
SYSTEMS 

400 

49% 

51% 

Digital 
customers 

c:::::J Planning 10 rely less 
on VMS, MVS, VM, 
or VSE in future 

400 

59% 

41% 

IBM users 
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Based on our customer interviews, few customers claimed to be making substantial 
future investments in VMS or OpenVMS systems. 

WHERE COMPANtES ARE MAKtNG MAJOR FUTURE tNVESTMENTS 

Dos, OS/2 
VMS / Windows , 

Customer MVS OS400 0l!en VMS Unix Mac OS 

Campbell Soup ~ ~ ~ ~ 

Lever Brothers Co. ~ ~ ~ 

Tambrands ~ ~ 

Nabisco ~ ~ ~ 

Polaroid ~ ~ ~ ~ 

Kodak ~ 

Bristol Myers Squibb ~ ~ ~ 

Goldman Sachs ~ ~ ~ 

Shearson/Lehman ~ ~ ~ 

The Boston Company ~ ~ 

National Citibank ~ ~ 

Society ~ 
J.P. Morgan ~ ~ 

Panhandle Easte rn ~ ,j ,j 

Houston light & Power ,j ,j ,j 

Indianapolis Power & light ~ ,j ~ 
PSI ~ ~ 

Detroit Edison ~ 

Source: Interviews 

9 



In recent years Unix has made substantial inroads into the low and midrange 
computi ng market. Yet, many users sti ll find proprietary systems superior on a number of 
dimensions. 

UNIX VS. PROPRIETARY SYSTEM TRADEOFFS 

Overall cost I , 34% 

Price/performance I 1 35 

Installation ease I 1 22 

Ease of use I I 19 

Ease of support I 16 

Dependability I I 15 

Ease of growth I , 37 

Application variety I , 26 

Overall function I 1 22 

Security I I 11 

Availability , 17 

Source: Market research done for Dig~al by the Standish Group 

B0302OO!C 

, 66% 

1 65 

1 78 

1 81 

1 84 

1 85 

I 63 

174 

I 78 

I 89 

1 83 

D Unix 

c=J Proprietary 
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While there clearly is a functionality gap associated with Unix, that gap is likely to 
diminish in the next several years. 

COMPETITIVENESS OF UNIX VS. o UNIX inferior 
PROPRIETARY OFFERINGS () UNIX competitive 

• UNIX superior 

1991 -92 1993·94 1995+ Factors driving change 

Initial price • • • Low-cost, microprocessor-based 
hardware: competition 

Cost of ownership () • • Better inter-operability and 
portability options 

Applications availability () • • Expanding ISV commitment ; better 
applications portability 

Product breadth 0 () • Growing Unix installed base 

Storage technology () () () OEM driven market 

Ease of use 0 () () Proliferation of UNIX and growing 
familiarity ; improved GUls 

Systems uptime 0 () () I/O subsystem enhancement ; error 
detection and recovery 

Systems management 0 () () API, system call, and menu-driven 
enhancements 

Source: JOG 

B03 0201N 
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Reflecting their own customers' views, esos anticipated only limited growth 
opportunities resulting from OpenVMS, mostly among the installed base. Unix was expected 
to provide much greater growth potential. 

eso INTERVIEW SUMMARY 

Regarding OpenVMS 

"OpenVMS will help defend the VAX installed base. When the MIS group gets heat from 
management about moving to open systems, they can respond that Digital offers open 
standards." 

"I can't see OpenVMS creating much demand outside of Digital customers." 

"OpenVMS is not going to create any significant growth for us." 

"OpenVMS? I've never heard of it." 

Regarding Unix 

"Customers are defining 'open' as Unix," 

"Most of my applications are on VMS or OS400. Right now we are writing them all to Unix. 
Unix is the single most important operating system for us going forward." 

Source: Interviews 
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Supporting their comments with actions, many leading CSOs are porting or 
rearchitecting their applicati.ons to Unix. 

MAJOR CSOs CONVERTING T O UNIX 

$ Millions 

1990 Current operating 
eso revenue s~stem 

Ask Computers $340 VMS, OS400, MPE 

Ross Systems 30 VMS 

D&B Software 425 MVS, OS400 , VMS 

Quatron n/a ftProprietaryft 

ABB n/a VMS 

SAP 17" MVS 

LegenVGoal 350 Various 

SAS 240 VMS, MVS 

Software AG 55 Various 

Atex GO VMS/PDp· 11 

u.s. only 

Source: IDC; Trade Press; interviews 

IL LUSTRATIVE 

Reasons cited 

Customers defining Unix as open 

Customer demand 

Facing increasing pressure from Oracle 
and People Soft in client/server 
applications 

Distributed environment for trading 
system 

Customer demand 

Vendor independence, customer demand 

Vendor independence, customer demand 

Vendor independence, customer demand 

Customer demand; ease of porting 
applications from MVS to Unix 

Strategic realignment with IBM RS/GOOO 
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ISVs and VARs are writing an increasing number of applications to Unix. Over half of 
the applications for small-scale systems costing $10 ,000 to 100,000 have been writlen to 
Unix. 

VAR'S OFFERING UNIX APPLICATIONS -1 987-1991 
Number of VARs 

PERSONAL 
COMPUTER 

SMALL-SCALE 
SYSTEMS' 

1 00% ~ 2.876 2,803 2,995 1.421 1.238 983 .-

48% 45 % 
57% 

78% 76% 78% -, 

52% 55% 

43% 

22% 24% 22% 
I 

1989 1990 1991 1989 1990 1991 

• Systems serving 2-32 users costing $10,000-$100,000 
•• Systems serving 33- 128 users costing $100,000-$1,000,000 

Source: IDC; ComputerWorld VAR data base 

B03019 11€ 

o VARs offering 
Unix solutions 

MEDIUM-SCALE 
SYSTEMS" 

396 393 

77% 
80% 

, 
-

20% 23% 

1989 1990 

367 

72% 

~ 

28% 

1991 
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COMPETITIVE GAP IN DIGITAL'S UNIX OFFERING 

As major competitors, IBM and HP have been able to grow their hardware sales over 
the last several years largely on the strength of Unix, while Digital has underperformed the 
market. 

UNIX AND PROPRIETARY HARDWARE REVENUE - 1988-91 
$ Billions 

c::::J Unix-related 

HEWLETT-PACKARD 

100% '" $2.7 ,,6 
r- r-

52% 

66% 

I-
48% 

"'" 

19118 1989 

Source: DataQu9st 

BOOO202!C 

" .9 
r-

51% 

-
1990 

~ 

$4.0 14% 

43% · 1% 

m. 35% 

1991 

IBM 

~ 

$27.4 $30.5 $32.0 S2S.9 2% 
,---, r---l r---l .---

99% 

b 1% 

19118 

99% 

2% 

1999 

96% 94% I "" 

4%j t-wj 74% 

1990 "'" 

DIGITAL 

$5.5 $5.0 

89% 
84% 

11% 
16% 

19118 1989 

SS.8 

81% 

19% 

1990 

~ 

$5.1 ·3% 

79% ·6% 

21% 22% 

1991 
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Over the past 2 years, Ultrix has held share in the PC/workstation market, but lost 
considerable share in small- and medium-scale systems, falling from 10 percent to 
3 percent and from 20 percent to 9 percent respectively. Digital is not a player in the large­
scale Unix market. 

DIGITAL'S UNIX PERFORMANCE BY PLATFORM c=J Digital 

PC/WORKSTATION 

100% . 

Oth. 

IBM 
SG 

Compaq 
Digital 

Integraph 

, HP 

Suo , 

$5.8 

'9% 

r 4 %- , 

~r-~ ~\ 
" 6% , ' , , , 

26% 

30% 

1989 

Source: IDC 

B030193iE 

$8.4 

23% 

11 % 

• 

18% 

27% 

1991 

SMALL SCALE 

$3.7 

Other 49% 

, 2". 
, 1=~4% 

S" 
HP 

Siemens 

Unisys 
IBM 

, 6% 

: 6% 
6% 

Digita I 10% 

R AT&TINCR 17% 

1989 

$5.7 
-

45% 

, 
11% , 

, 7% 

" ~4%: , 1-40/_ , 11 % 

... ' ~3%: 
15% 

1991 

MEDIUM SCALE 

Other 

Pyramid 
Olivetti 

Convex 

Sequent 

HP 

AT&TINCR 

Digital 

$2.0 

33% 

- 4o/r 

• 
6% 

7% 

12% 

13% 

20% 

1989 

$2.3 
-

32% 

-
9% 

' +-4%-. 
• 

9% , 

, 25% , , 
, , 7% , 

9% 

1991 

LARGE SCALE 

$1.1 $1.3 
-

Oths· 9% 8% -
IBM I 9% 9% 

-
, Fujitsu 13% 16% 

-
Amdah I 15% 

16% 
, 

Cray 54% 5'% 

1989 199 1 
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After many stops and starts, Digital appears to have settled on OSF- t and Alpha as its 
strategic platform for Unix. However, the current timeframe for development continues to 
leave Digital exposed in terms of a Unix platform for the commercial markets. 

TIMEFRAME FOR PRODUCT ROLLOUT PRELIMINAR Y 

OSF-1 

Alpha 

Windows NT 

1992 1993 1994 

... Mission critical 
applications ready 

1'0 ) 20 ) 30 ) 40 ) 10 ) 20 ) 30 ) 40 ) 10 ) 20 ) 30 ) 

- --ifJ. fJ. fJ. .A.? 
Shipping OSF· 1 1.0 
(development version) 
"Tin" 

OSF-1 2.0 fi rst 
full -function 
release "Silver" 

OSF-1 3.0 
improved 
version "Gold" 

Stable/robust 
version 

-------------ifJ. fJ. • 
Alpha available for 
limited scientific 
applications 

Full networking 
capability 

Full OllP and 
production 
systems 
environment 

--------~fJ. • 
First release 
from Microsoft 

Available on Alpha for 
production systems 

Source: Gartner Group; company data 

90301941/E 
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OPTIONS TO IMPROVE DIGITAL'S UNIX POSITION 

Improving 
Digijars 
position 
in Unix 

0030200N 

f-

Increase 
r-commitment 

to Unix 

Assess 
feasibility of 

L-partnershipsl 
acquisitions 
to fill gaps 

Speed 
development 
of OSF- t 

Increase 
Unix-based 
marketing 
programs 

l eading Unix 
system vendor 

Leading Unix 
focused systems 
integrator 

Create clear migration path 
to OSF-1 from Ultrix 

Target emerging Unix 
segments where full 
commercial functionality is 
not required 

Recruit additional CSOs as 
appropriate 

Launch corporate 
marketing effort to reassert 
Digital's position with Alpha 
IOSFt) 

Perspective 

Some leverage may exist here. but 
limits to acceleration may be real 

Some efforts underway (e .g., 
targeting Alpha into technical 
workstations) . However, substantial 
gap between opportunity and 
resource investment appears to 
exist - GIS spending is almost zero 
on OSF-1 thrust 

Very preliminary review suggests 
few real options exist for either 
financial, technical, or market 
position reasons: further effort 
required to complete assessment 

Several leading SI vendors focusing 
on client/server opportunity exist, 
further effort required to assess Unix 
contribution 
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Attractive Segments To Focus On 

The Unix market has grown significantly especially in the technical market where Unix 
systems have achieved high penetration of the workstation market. 

WORLDWIDE HARDWARE MARKET -1987-1995 
$ Billions 

TECHNICAL 

100%: $33.1 $38.9 .,.--.--

77% 
89% 

, , 
23% 

11 % 

1987 1991 

Source: OataquBst; IDC 

8000 190.£ 

-

, , , , 

$41.2 

59% 

41 % 

1995 

CAGR 
1991-95 

1% 

-5% 

17% 

COMMERCIAL 

$116.6 $146.7 -

97% 94% 

-3% - - 6% 

1987 199 1 

$188.1 -

89% 

-- 11% 

1995 

D Olher 

D Unix 

CAGR 
1991-95 

6% 

5% 

23% 
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Among technical Unix markets, opportunity for fu rther penetration exists in a number of 
high-growth markets (e.g., design aLltomation). These are areas where Alpha/OSF- l should 
fi rst be targeted. 

TECHNICAL UNIX MARKETS - 1990 
$ Billions 

2:30% 

UNIX 
MARKET 15-29% 
GROWTH 

0-1 4% 

Source: Dataquest 

803 '''''"'' 

Design automation $3.3 
Scientific 1.1 
Laboratory 0.3 
Medical 0.2 
Industrial automation 0.6 
Other technical 0.6 

$6.1 

Technical software $0.9 
development 

0-9% 

Realtime data $0.6 Chemistry $0.3 
acquisition and 
control 
Graphics and 0.7 
imaging --

$1.3 

Earth resource mgt. $0.3 
Technical ....Qd... 
publishing $0.7 

10-19% 2:20"/0 

DIGITAL MARKET SHARE TOTAL TECHNICAL = $9.3 
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Within the commercial markets, there are many segments of opportunity, in few of 
which Digital has built a meaningful share position . 

COMMERCIAL UNIX MARKETS-1990 
$ Billions 

:2:30% 

UNIX 
MARKET 15·29% 
GROWTH 

0-14% 

Distribution 
Business software 
development 

General productivity 
Administrative 
Manufacturing 
Other commercial 

Printing and 
publishing 
Sales and 
marketing 

0-9% 

$0.6 
0.5 

1'i'T 

$1.0 
2.2 
0.5 
2.5 

$6.2 

$0.9 
0.6 

"'$'i'T 

10-19% 

DIGITAL MARKET SHARE 

Source: Dataquest 

B03 0206.liF 

2::20% 

TOTAL COMMERCIAL = $8.8 

2t 



There are a large number of potential partners to enhance Digital 's short-term Unix 
offering. Yet, such a partnership may cause further confusion regarding Digital's Unix 
strategy 

POTENTIAL UNIX PARTNERS 

1991 1991 
Coml;!:any revenue share 

Su n $2 .9 16% 
Hewlett-Packard 2.5 14 
IBM 1 .7 9 
AT&T/NCR 1 .3 7 
Digital 0.9 5 
Cray 0 .7 4 
Compaq 0.6 3 
Silicon Graphics 0 .5 3 
Intergraph 0.5 3 
Unisys 0.4 2 
Siemens/Nixdorf 0.4 2 Further evaluation 
Groupe Bull 0.4 2 required , but preliminary 
Fujitsu 0 .3 2 thinking is not compelling 
ICL 0 .3 2 
Sequent 0.2 2 in terms of supporting 
Texas Instruments 0.2 1 arguments for acquisition 
Olivetti 0.2 1 
Sony 0.2 1 
Amdahl 0.2 1 
Motorola 0.2 1 
Pyramid 0 .2 1 
Convex 0 .2 1 
Altos 0 .1 1 
Hitachi 0 .1 1 
Oala General 0.1 1 

Others 2.4 14 

Total $17.7 100% 

Source: IPC: Datapro 
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There are several highly focused systems integrators that might enhance Digital's SI 
delivery in client·server applications. 

TOP PLAYERS IN CLIENT-SERVER INTEGRATION -1991 
$ Millions 

Top players 

SHL Systemhouse 

Andersen Consulting 
New Age Systems Group 

Technology Solutions Corp. 

Price Waterhouse Open 
Systems Integration Group 

Innovative Information 

Business Systems Group 

Marathon Systems 

Lants Corp. 

Digital 

Source: Gartner Group 

""054JIC 

$100 

60 

52 

'5 

'3 

7 

6 

6 

? 

c:J Small focused SI 

Current market focus 

Industry locus on telecom, government, energy, 
and segments of financial services 

Small group focused exclusively on client-server 
systems 

Industry focus on consumer products, manufacturing 
and financial services 

Dedicated open systems integration group focused 
on UNIX, RDBMS, client-server, and open systems 

Industry focus on distribution, manufacturing, and 
financial services 

Projects to date primarily in energy sector 

Industry focus on transportation, finance, and utilities 

Specializes in select RDBMS and front-end 
applications and related client-server consu~ing 
applications 

~ 
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GIS MARKETING OVERVIEW 

Key Marketing Programs 

Type of OpenVMS Global Downsizing Applications 
sale and Alpha networks 

. OpenVMS PkgdIModular 
Systems or Solutions 
network led 

. Alpha Servers 
Targets Account 

Program 

. Baodwith DEC Solutions . Focus Support 

Intensive for IBM of Top 10 CSOs 
Applications . Access works 

Network . Re-energize 
led Solutions 

. Unisys 
3rd party Data 

. OEM Recruiting Base 

. Reengineering . New ClienU 
. Network with ClienU Server CSO's Hervices led Services 

Program 
Server (SAP, PW 

Dodge) 



OpenVMS 

OVERVIEW OF FY93 Open VMS PROGRAM ACTIONS 

GIS 

. Maintain Senior 
management focus 
Lead Champions and 
Partners 
Announcements 
Air Cover 
Sales Tools 
CSO Support 
Pricing and easy 
packaging 

USfEuropefGIA 

. Monthly Management 
Review 
Deploy Champions 
Partners 
Announcement as 
Rallying Points 
Deploy Air Cover 
Use Sales Tools 
Promote to CSOs 
Implement pricing, 
lead wi th easy 
packages 

IIlU 

Translate to 
industry Benefits 
Promote Open VMS 
Support top 
100 CSO's 
Get Selected Open 
and Downsizing 
Application 

SERVICES 

Help OpenVMS 
Customers 
move to Alpha 

. Move mainten­
ance prices to 
be commensurate 

with an Open 
System 



1. OpenVMS PROGRAM 

OBJECTIVE 

Turnaround the decline in VAX revenue, by Spreading New Enthusiasm: 

1 . 
2. 
3. 
4 . 

OpenVMS is oppn 
Open VMS is a rice/Performance leader (again) 
openVMS is the Functionality leader (still) 
All OpenVM S systems are Alpha-ready now 

Sales Reps. 

: ~o 1 , 

I : - . 
Ads AllalystMailer DECworld Announcements Pricing 
PR RepoMs World Tour 

Customers (50s 

•• 
.... """ ........... ~

~- .... - .. 
• .".,1 -

~ 

, " read Enthusiasm 

© 

J 

\ 

r 60 Charismatic 
Open nfS 

C (campio ns 
V 

A 
ChampIOns J'resentallon 

Functionali to, Pr ice/Perf. Open. Aloha-Readv 

Proof Poinu. Event Kits. PartuM-: .. 



OpenVMS Program 

FY93 Action Plan: GISIUSA 
Base Plan 

GIS Marketing Provide. 
1.- Seruor Managemen t pariicipaUoRlrevlcw 

• Manage bi.monthly Corporate 
review of the worldwide program 

2M ' U·.!M . &Jor AnnouncemcntJRa YIng 2 
Points: 

Oct91 
July 92 
Nov 92 

NVAX 
OpenVMS 

A1pba 

3. Support the "Open VMS 1 
Champions" a nd "OpcnVMS Partners" 

training materials, help line, 
presentnlions, training, 
expenditure issues into VSS 
Engincf'ring 

U.S. OpenVMS CERTS (GROSS MARGIN 60%) 
% CHANGE VS. LAST YEAR 

FY92 Actuals 

1 2 3 4 

·30% ·17% +1 % 
U.S.Area Provides· (Rick Frazier· Coordinator) 
Manage monthly U.S. area review of program implem e ntation, 
results and issues 

Use as Rallying points for most everything in this plan, and 
get 900/0 of Sales Management aware 

10 full time OpenVMS Champions (from 6), by Sept. 
10 part time 

Visit top 200 accounts and top 100 CSO's, twice 
Train Sales: 95% Aware, 67% Fluent 
80 OpenVMS Partners 



GIS Marketing Provides (Cont.) 

4. "Air Cover" to support the 
Champions 

Customer event kits, adver. 
strategy, P.R., direct mail 
templates, On Tour 

5. Sales Rep ''Proof Points" and Help 
Presentations, videos 
testimonials, demos, brochures 
analysLr;; reports, 
Handle 5000 calls for help 

6. CSO Training and Support 
and help UJ U's translate to 
Industry Advantage 

7. Reduce price premium vs. 
RISCIUNIX, and market easy 
ADVANTAGE·SERVER's 

$M 
:I 

3 

3 

1 

TOTAL INVESTMENT 
(Worldwide) 

$ 12M 

U.S.Area Provides - (Rick Frazier - Coordinator) 

Run OpenVMS Customer (10000) events (July· 
Sept). Use On Tour, run Alpha events (Dec·Apr) 
25000, direct mail 2 million pieces, lean on IBU & 
Corp. to advertise OpenVMS 

Make readily available to 80% of all sales 
and support 
Feedback quarterly on what works best 
and desires 

Spread OpeoVMS enthusiasm to Account Manage rs 
95% Aware - 67% Fluent 

. Communicate Industry message to aecounl..;; 

Lead with Advantage-Servers in Direct Sales 
Price "4000's" to $110K in July 



OpenVMS Program 

GIS MARKETING DOES 

1. Facilitate the flow of 
materials and ideas 
from IBU to VSS Mktg 
and Eng. (both ways) 

2. Provide templates for 
industries to build on: 
message, ad, mailer, etc. 

3 . Provide training for 
IBU's 

FY93 ACTION PLANS: GIS/IBU 

IBU DOES: 

1. Get on board all 3 
announcements with below 
activities, and get: 
95% IBU personnel aware, 
40% fluent 

2. Provide Industry 
Translations of sales tools, 
proof points, help line, etc. 

3. Promote and help sell 
OpenVMS, especially in 
selected industries 

4. Applications 
a. Higher level of support 

for top 100 
b. Move top 200 to AJpha, 

1000 others 
c. Move 25 key new 

downsizing applications to 
OpenVMSVAX 

d. Move 25 key UNIX 
applications to Open VMS 

e. Move 15 selected leading 
edge applications to Open VMSI 
AJpha 

5. Advertise OpenVMS in Verticals & 
1/3 of Corporate Testimonials (1/3) 

Measurement 

% Passes "Fluent 
Test" 

Sales tools tha t the 
U.S. re-orders (and 
international's 
translate) 

Certs up 20% in 8 
selected industries 

Their certs up 40%, 
increase our share CSO's 
business by 30% 
Available (112 Jan! 
112 April) 
By year end 

. Running by Nov. 
selling by March 

.By tbd 

. Awareness in 10 industry 
up 250% among target 
cust. 



GLOBAL NETWudK CAMPAIGN 

PROGHAM 

1. PACKAGED NETS 

INVEST 

Training (Sales, Sales Support) 
MARCOM (Literature, Sales Tools, Events) 

• ''Network Partners Support" 
Competitive Analysis 
Network Solutions Support for 
Downsiziog Program 

IBM Interconnect Program 

2. GLOBAL NETWOHK SALES PHOGRAM 

· Targeted Account Program (15 sales> $201) 
Network con.ulting seminars (IiQ/geography.) 

· Bid proposal support 

3. BANDWIDTH INTENSIVE NETWORK 
Package/sell FDDI & multi·media software 

· Package/selll'DDI & clusters & "Gigaswitch" 

4. MODULAR WIDE·AUEA NETWORK 
SOLUTIONS PHQGRAM 

''WAN·HUIlS'' for Jligh·speed Telecom Services 
"Gigaswitch" for Metropolitan Area Networks 
Mobile Data Solutions 

5. OEM/SYSTEMS INTEGRATION PROGRAM 
Recruitment· (3) new OEMs, (5) new esos 

• Japan/Europe Development 

$7M 

$1M 

$2M 

$2.4M 

$2.6M 

U.SJEUIlOI'E/GiA 
Inc.-ease nctwu"'{ litcnt(~y fut, 
top 20% of field 

Active support for "Partners Program 
(75) 

. Provide 5 network competent course 
instructors 
Provide 7 R55 Specialists in CXO 
Add network content to all "personal 
training" plans 

Identify to 50 lu~ twork opportunities in 
eacb geography 
Provide min. of I sales + sales supporU 
districUcountry goaled to a network # 

Active support for ''Partners'' program 
Provide area Marketing program support for eacll 
targetted program as identified (I designated 
driver/program 

Active support for "Partners Program" 
Provide Area Marketing Program support for ead 
targetted program as identified (I designated 
driver/program) 

Dedicated channels account management suppor 
for each eso 
Unified sales/support strategy for all cbannels 
Provide a dedicated driver for eacb channels 
program 



SERVICES 

1. . (jow NIH O'"gnni:r.aliull in lield 
to sell NAC products 
Active support for "Partners" Program (35) 
Provide a service team rep. to partner with 
Sales/Sales support network team 
Add network content to all services 
"personal training plans" 

2 .• Identify 1 greater tban $2m opportunity 
per person in NIS 
Have Max Mayer include global networking 
in all systems integration opportunities 
where appropriate 

3 .. Create service solution packages tailored to 
high bandwidth application requirements 

4 .. Create service solution packages tailored to 
modular wide-area network rC(luiremenls 

5 . . Crcnl.e r; dis(;ountnhle *nelwork service 
packag("s for CSO resale (*critical 
requirC'Hlcnt for rescUers) 

Provide a minimum of 1 cbannel support 
person/area 

IIH),. 

P,"uvid(' I d('(li(~alcd fI('l.w~H·ll- fU(·W'wd d.-ivpn 

per targette d (HU (telecom, hankinJ!. 
bealtbcare) 

. Identify 5 quaUfied network sales 
opportunity per targetted IBU 

Provide industry-specific information to 
support 81 opportunities 

Provide I dedicated ()rogram driver per 
targetted IBU 

Provide 1 dedicated program driver pcr 
targcllcd IBU 

. nun I t:SO marketing program/ IBU 



GLOBAL NETWORK C IPAIGN - CHART 3B 

1. PACKAGED MODULAR NElWORKS SOLUTIONS - The goal is to develop, test, and deploy network solutions which 
support downsizing, global nets, key IBU applications, system integration, and Alpha-specWlc environments. Colalleral material, 
Iraining modules and sales St4lP<lrt materials are Included. 

PROGRAM 

ALPHA NETWORKING PROGRAM 

• Launch, Q2 and 04 

ADVANTAGE-NETWORKS SOLUTION PROGRAM 

• Solutions Guide, 02 

NElWORK SOLUTIONS SUPPORT FOR 
DOWNSIZING PROGRAM 

• IBM Interconnect Solutions Guide - 01 

• Branch Banking Integration of LANs to IBM 
mainframe and headquarters client/server 
environments. Rall-out in 03. 

INFRASTRUCTURE 

mAINING, 10 increase field network competency 

• Focus T echllical CoWega 
- Pilat aI, Deliver 03, 04 

• Open Networ~ Education 
- Pilatal , Rollout FY93 

• Network Univers ity - 01, 03 

U.SJEUROPEIGIA 

120 "Network partners" 
trained 

120 "Network partners," 
all account teams trained 

120 "Network partners," 
aU account teams trained 

Account teams b'ained 
for 20 accounts 

SERVICE 

800 NIS trained 

100 NIS trained 

100 NIS trained 

5 NIS trained 

80 Sales Support, 10 CSO 13 NIS trained 

535 Sales 53 NIS trained 

200 Sales Support 800 NIS trained 
Assume mgt 
responsibilty in 03 

IBU 

1 per IBU trained 

I per IBU trained 

1 per IBU 

IBU marketing and 
trade show support 
Joint demos 

1 per IBU 

2 per IBU 



PROGRAM j)~EUR9PElGI~ SERVII:;E .!!3U 

MARCOM, sales support, coIlaleral & markeling events 
o literature (e.g. on-ine documentation) OPAL, PRIMA-OLIS 
o Sales Tools (e.g. Buyer's Guide) Distribution 
o Events (e.g. loterOp) Customer ~s~ion Staffing Customer Acq. 

Staffing Applications 

NEnNORKPARTNERSPROGRAM 

COMPETITIVE ANALYSIS, to lXlderstand markets and market participants 
• Customer requirements analysis 
• Network solution competitive analysis 



2. GLOBAL NETWORK SALES PROGRAM· The goal of this program is to target and close large networks business through 
key account and consulting programs, seminar selling. and bid support inlegralton with the field. 

PROGRAM 

TARGETED ACCOUNTS PROGRAM 

• NaC Fellowship 1/0 
• Enterprise Key Account Program FY93 

NETWORK CONSULTING SEMINARS 
• Account Consulting Programs I/O 

• Global Network Seminar Seling 

BID PROPOSAL SUPPORT 

• Bid Center Support 

• Customer Database for RFP 
support and .narket req. 

U.S.lEUROPEIGtA 

Identify 35 Candidates 
1 partner assigned \0 
each acoount (50 acc\s., 

SERVICE 

tdentify 20 Candidates 
1 services assigned 
per acrount 

Partner and acct. team Services support 
support and quaification 

10 accounls/sesskm 
Detiv .... 1I0/Area Support detivery 

Open database lor 
account status 

Winlloss reports 
Include networking in 
account plans 

Open database for 
account status 

WirVIoss mports 

IBU 

Identify 5 CandJlBU 
1 key account 
per IBU 

, IBU 

Package and deliver 
f/o/IBU , , , 

, 



... .. 
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, 
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3. BANDWIDTH INTENSIVE NETWORK SOLUTIONS PROGRAM· Tho goal of this program is to drive Digital's FOOl and 
high speed switching business through packaging and delivery of bandwidth intensive solutions (e.g., multimedia and clusters.) 

PROGRAM 

PACKAGE/SElL FOOl & MUL TI·MEOIA SOFTWARE 

• FOOl Seminar Program 

U.SJEUROPEIGIA 

Deliver 1 seminar per 
quarter per area 
assign area drive 

SERVICES 

Participate in 
everyone 

PACKAGEISElL FOOl WITH CLUSTERS ANO GIGA SWITCH 
• Gigaswitch Networking Launch (02) and 

FOOl ControMer Launch 

• Gigaswitch campaign with Sates Sotution Set 
Guide, Direct Marketing and ATM competitive 
positioning paper (Q2) 

• High speed LANs for key banking applications 

• Alpha package for high speed network 
applications in 02 

120 partners trained 800 NIS trained 

60 partners trained 60 NIS trained 

Training per geography: 15 NtS trained 
·10 named account teams 
-3 CSO's 
120 partners trained 60 NIS trained 
Demo running at field 

demo centers 

IBU 

Package and deliver 1 
seminar per quarter 
per IBU 

!/IBU trained 

1/IBU trained 

Joint marketing: 
~Demo development 
-Trade shows 
Joint demo 

development with 
Atpha program 



.. ,,, 

'" ,. 

,. 

... ,. 

" ,,, 

4,~. <>ULAR WIDE-AREA NETWORK SOLUTIONS PRO!" ,MS - The goal of this program is to drive Digital's wide Ja and 
metropolitan area business in both private and public networking markets. This program includes market development for mob~e data 
networking solutions. 

PROGRAM U.SJEUnOPElGIA 

"WAN-HUBS' FOR HIGH SPEED TELECOMMUNICATIONS 
SERVtCES 

• WAN-HUB Networking Launch (02) 
• WAN-HUB Campaign with Sales Solution 

Set Guide, Direct Marketing and Public 
Networ!< White Paper (02) 

• Frame Relay Network Solution lor PTTs, 
RBOCs and world-wide carriers (e.g., AT&T) 
to implement Datacom lAN-to-LAN Services 

• LAN tnterconnect Value Added Network 
Solution lor PTTs and RBOCs 

• Banking Enterprise Network Solution 

.20 partners Irained 
60 partners trained 

Training per geography: 
-10 named accounl teams 
-20 "Networ!< partners' 

Training per geography: 
-5 named account teams 
-3 "Network partners" 
Training per geography: 
-Snamed accounlleams 
-3 "Networl< partners' 

"GIGASWITCH" FOR METROPOliTAN AREA NETWORKS (MAN) 

SERVICES 

800 NtS trained 
60 NIS trained 

[BU 

1/18U Irained 
1/18U trained 

15 NtS trained Joint markeling: 
1 senior business -Trade show support 

consultan' -Public relations 
Networ!< accounting 1 IBU trained 

package devetoped 
6 NIS trained Joinl marketing: 
Networ!< accounting -Pubtic relations 

package developed 1 IBU trained 
6 NIS .rained Joint marketing : 
Network accounting -Trade shows 

and security -Public rela'ions 
package developed 

• Metro Area Network Public or Privale for Training per geography: 12 NIS trained Joint marketing: 
-Demo development PTTs, RBOCs, and Key Acoounts -10 named acoount learns 

-10 "Network partners" 

MOBILE DATA SOLUTIONS 
• Mobile D"t, Networking Solution Guide (03) 20 partners trained 

-Public relations 

20 NIS .rained IIIBU .rained 



5_ OEMISYSTEMS INTEGRATION PROGRAM - The goal of the program is to develop new OEMs, esOs, and Systems 
Integration in support of the above programs. Second, this program develops Ihe geographic "reach" in bolh Japan and Europe. 

PROGRAM 

RECRUITMENT (3) NEW OEMs, (5) NEW esOs 

• Identify prospects 01 
• Signed (03) 
• CSO training 9 cities in FY93 
• Recruit (4) Systems Integrators 

JAPANIEUROPE DEVELOPMENT 

• Japan slart-up plan 01 
• Europe start-up plan Ot 

6 HEALTH eARE e so s 
• Develop modular network packages 

U_SJEUROPElGtA 

T argeffed Ace\. mgm\. 
support 

USDS fund delivery 
T argeHed Ace\. mgm\. 

support 

Assign NW resotWce 
10 drive program 

1 channel supporVarea 

6 accounl teams trained 
15 "Network partners" 

Ifained 

SERVICES 

Package s"",ices 
for re·sale 

Co-develop conle nt 

IBU 

1 IBU frained 

1 channel supporVarea 

10 NIS trained 
GoId.J<ey service 

packages 
developed 

Joint marketing: 
-Trade shows 
-User groups 

, , 
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CAMPAIGN/Promm 

APPLICATION ACOUISITION 

Market Leaders 

Emerging Applicariom 

subtotal 

SOLI!TIONS 

Data Warehouse 

CHANNELS 

PrenlierPannerPrognun 

MARKETING PROGRAMS 

Core Business Process Re-Engineering 

Industry/Product Marleeting 

International De\'elopment 

subtotal 

TOTAL CAMPAIGNS 

ADMIN SERVICES 

GRAND TOTAL 

R (SM) 

FABS SUMMARY 

CAMPAIGN/PROGRAM SUMMARY 

HEADCOUNT BUDGET (51[) 

FY92 j FY93 I FY9' FY92 1 FY93l FY9. 

8 8 $1,800 $1.800 

3 3 $630 $630 ......... __ ... _ .. __ ... _-_.- -_ ...... _._ .... __ .. _ ..... _ ......... 

II II $2.430 S2.430 

4 4 $750 $150 

3 3 $600 $600 

8 8 S2.150 $2.150 

12 12 $1.800 S1,800 

4 4 $2.070 S2.070 . _ ..... _---_. ----_ .. ... --. .. 

24 24 $6.020 $6.020 

58 42 42 Sl2.100 S9.800 S9.800 

6 4 4 Sl .2OO $800 $800 ................................ ........... ............... ......... __ .....................• -.. -- .-. -.•.... 

64 46 46 S13.300 S10.600 $10.600 

5308 5330 5377 

DIGITAL CONADENTIAl 6/16/'l2 



FABS Program 

DRI : 

Descrip~on : 

Goals: 

GIS Responsibilities : 

Key Dependencies: 

TNSG 

IBU's 

GIS CAMPAIGN 

APPLICATION ACQUISITION 

Market Leaders 

Darryl Johnson 

Drive Digital revenues through effective marketing and technical 
partnerships with leading worldwide FABS CSQ's. 

Generate revenue on VAXNMS and RISC!U~rlx platforms 
through CSO partnerships. 

Insure these partners migrate to ALPHA environments. 

Capture the FABS CSO's competitive installed base as they plan 
for downsizing from Mainframes, Migrating to Open Systems. 
replacing Wang , etc.( ComputroniWang Q1, DBSJIBM Q2. SAP 
on-going) 

Execute product roll-out campaigns wijh partners as they deliver 
new Digijal based solution offerings (Ross Systems for RISC! 
Ultrix Q3 , Lawson Q1 , PeopleSoft Q2, DBS Q3 etc.) 

Insure SAP delivers and markets a Dlgijal platform based offering 
at their FCS for R!3, their new client/server open product.(Q1-
Germany, Q2-US, Q3.Japan) 

Further drive the development of OSF based offerings from 
FABS CSO's particular focusing on those that currently offer a 
compBtijive UNIX product offering (Computron 02, Oracle, DBS, 
SAP on-going, CODA Q2) 

Insure that key third parties port to ALPHANMS and ALPHAlOSF 
by FCS including SAP, Oracle, Ross Systems and DBS. (See 
FABSJALPHA plan for full details) 

Provision of Commercial application development environment 
for ALPHA server environments (OSF and VMS), including com­
pilers, tools and databases as currentiy committed (see 
FABSJALPHA plan for full details). 

Expand portfolio of industry specrtic FABS solutions for 
VAXNMS and RISC!U~rix (OSF) - (Lawson RetaiVQ3, Price 
Waterhouse Oil & GaslQ4, Telecom-AMSJ04) 

Insure Industry specrtic FABS CSO's port to ALPHA environ­
ments in support of FCS. 

FA8$ FYI! Opei_llui • 
....... , •. 1" 



Sales Expand current US FABS sales support programs worldwide , 
integrate same into GIS Sales Support practice. (FrancelQ2, 
Germany/0 1, Canada/01 ) 

Investment: 

Headcount 

Budget 

Provide FABS focused CSO sales resources coverage for every 
key partner and integrate into GIS CSO "SeIl"Wrth" team. 
(SAP/03, Dodge Group/04, Lawson/01, PeopieSoftl01) 

~ 

8 

$1,800K 

FY94 

8 

$1 ,800K 



FABS Program: 

DRI : 

Description : 

Goals : 

GIS Responsibilities : 

Key Dependencies : 

Group 

TNSG 

IBU's 

Investment: 

Headcount 
Budget 

GIS CAMPAIGN 

APPLICATION ACQUISITION 

Emerging Applications 

Darryl Johnson 

Recruit new application partners to the ALPHA platform/environ­
ments . 

Utilize ALPHA to capture Market leading eso's which only offer 
competrtive platform based solutions particularly on the AS400. 

Win commrtment to develop, market and sell ALPHA based prod­
ucts from targeted eso's. (see FABS ALPHA Plan for full details) 

Provide ALPHA seed unrts and engineering support to ensure the 
effective utilization of ALPHA technology. 

Dependency 

Acquire or develop required application development components 
necessary to effectively migrate AS400 FABS applications to the 
ALPHA platform. (commrtment needed in 01) 

Provision of seed unrts and engineering support through the efforts 
of the ALPHA program office. (per submitted FABSIALPHA plan) 

m3 
3 
$630K 

FY94 

3 
$630K 

FA8S FYII! ~.IioI. 
JUM 18" G92 



FABS Program: 

DRI : 

Description: 

GIS CAMPAIGN 

SOLUTIONS 

Data Warehouse 

Darryl Johnson 

Package and market Accessworks, FABS Consu~ing and imple­
mentation services to meet the information delivery needs of the 
CFO and hislher staff. 

Goals : Solve our customer information delivery needs. 

GIS Responsibilities : 

Key Dependencies: 

Group 

TNSG 

VSS 

Services 

IBU 

Investment: 

Headcount 
Budget 

Deliver the AccessworksiData Warehouse product option to mar­
ket. (03) 

Complete the service product offerings in support of the complete 
"Data Warehouse" project I~e cycle. (0 0, 

Characterize the Performance of the AccessworksiData Ware­
house solution. (02) 

Deoendencv 

Commitment to provide Data Warehouse as a standard product 
capability to the Accessworks program. (01) 

Acceptance and delivery of the IM&T catalog as the first DEC 
standard product module in the above program. (03) 

Extend current Accessworksllocal store capability to include lead­
ing third party databases including Oracle, Sybase, Ingnsss etc. 
(02) 

Extend Interoperability options of Accesaworks to support top 20 
leading databases as well as their openating environments. (01 ) 

Extend Accessworks platform support to include RISC/U~xl02 
and OSF/04, ALPHAlOSF/03 and VMS/Q3 and ALPHAINT/04. 

Identify and train capable delivery resources to support Data 
Warehouse implementation projects (02). 

Develop industry specific solutions from AccossworksiData 
Warehouse products. ( Hea~hcare/02, T elecoml02, Electron­
ics/03) 

FY93 

4 
$750K 

~ 
4 
$750K 



FABS Program: 

DRI : 

Description : 

Goals : 

GIS Responsibilities: 

Key Dependencies : 

Group 

Services 

GIS CAMPAIGN 

CHANNELS 

Premier Partner Program 

Darryl Johnson 

Establish a select Partner Priming Program to allow Digijal to pro­
vide more complete FABS solutions to our customers. 

Incremental revenue generation through delivery 01 Digital pre­
vide services in support 01 customer implementation 01 FABS 
solutions. 

Establish standard terms lor the priming and distribution 01 key 
FABS CSO applications. (RosslO'. Cyborg/a' .DBSl02. 
P90pleSoftl02. Holisticl02) 

Deliver sales tools allowing account teams to effectively bid these 
CSO applications. including. priming gUide. sizing guidelines. ex­
pert sales support training. etc. (a') 

In oooperation wijh IBU's establish Oualification process lor 
account teams to use lor CSO/Customer selection process. 
(Pilot wrth Hea~hcare in a') 

Dependency 

Develop European FABS knowledgeable Consurting. Services 
and Systems integration practice. (US continue. UK expand in 
a' . Germany in 02. Japan in 03) 

Establish and execute training and certification process to insure 
all SI personnel are "commercial ready" (a') . 

Establish ("For-Fee") CSO implementation practices lor key third 
parties. (SAP center of expertise- uSIa' • Germany/a') 

Revamp SI Partner programs to reduce conflict and improve 
effectiveness. (Pilot wijh Price Waterhouse in 02) 

Sales Identify direct sales resources to sell these applications and serv­
ices. (Pilot in US Central Region a' ) 

Develop and implement Platform third party (CSO's and SI part­
ners) incentive program. (Pilot wijh Oracle in 02) 

Re-insmute account team CSO training programs (e.g. STAR 
seminars) (USIa'. UKl02. Canadal03. France/02) 



TNSG 

IBU 

Investment: 

Headcount 
Budget 

Develop and execute an effective 3rd party database vendor and 
tools partnership program insuring their support for ALPHA envi­
ronments . (Oracle/a" Ingres/a,) 

Identify and recruit top 3 independent SI partners for each indus­
try . 

Establish SI priming programs for use by Account teams. (Pilot 
for SAP priming in a" Oracle in 02) 

~ 

3 
$600K 

~ 

3 
$600K 



FABS Program: 

DRI : 

Description: 

GIS CAMPAIGN 

MARKET PROGRAMS 

Core Business Process Ae-engineering 

Jeff Johanson 

Simplify and make it easier for account groups to sell FABS solu­
tions by creating programs which stimulate customer imerest and 
provide sales tools that assist sales responsiveness. 

Goals : Dramatically increase customer executive (CFO and staff) con­
tacts by our account teams in targeted accounts worldwide. 

GIS Responsibilities: 

Key Dependencies: 

Group 

IBU's 

Sales 

Investment: 

Headcount 
Budget 

Insure currem FABS Executive programs cominue to address key 
issues facing CFO's and their staffs. (Complete in a' ) 

Aggressively execute the FABS ClF program internationally (75-
, 00 attendees per evem) while considering local country differ­
ences and maimaining ~s qualify. (New Brunswick/a" Barrff/03, 
GleneagleS/02&3, Germany/OJ, Paris/OJ, Tucson/02, West­
ford/a" Na~les/03, Atlanta/02, Sama Clara/Q4) 

DeC!!ndencv 

Deliver on partnership activ~ies w~h FABS in FY93 including 
co-investment dollars, program developmem and program execu­
tion. (Resources and programs committed in a', FABS in IBU 
Kickoffs A' & 02, Accoum Planning - ongoing) 

Support attendance by the CFO and his/her staff (75 - '00 per 
ClF) 

Insure follow-up occurs for idemrtied account opportunities. 
(Account teams attend ClF's w~h customers for training) 

FY93 

8 
$2, '50K 

FY94 

8 
$2, '50K 



FABS Program: 

DRI : 

Description : 

Goals : 

GIS Responsibilities : 

Key Dependencies: 

Group 

IBU 

Investment: 

Headcount 
Budget 

GIS CAMPAIGN 

MARKET PROGRAMS 

Industry/Product Marketing 

Jeff Johanson 

Utilize Digital wide marketing inijiatives and aggressive mari<et 
development in targeted industries to generate demand wijh 
resulting revenue. 

Optimize FABS leverage of major product roll-out campaigns. 

Maximize communication to the field and customers for FABS 
solutions. 

Continue delivery of effective field communications including 
FABS newsletter, PR, Wins Reporting, etc. (on-going) 

Implement training to improve our field competency to selVsup­
port FABS solutions . (utilize IBU kickoff in 01 & 02) 

Develop and deliver effective campaigns to insure FABS mes­
sages are delivered. (See FABS industry plans for details). 

Dependencv 

Allow FABS participation in training/development programs. 

Em 
12 
$1,800K 

FY94 

12 
$1,800K 

FABS FY93 OpefI.tionI 
~HI.1m 



FABS Program: 

DRI : 

Description : 

Goals: 

GIS Responsibilities: 

Key Dependencies: 

Group 

IBU 

Investment: 

Headoount 
Budget 

GIS CAMPAIGN 

Marketing Programs 

Internabonal Development 

Darryl Johnson & Jeff Johanson 

Extend FABS direct resources internationally 

Insure sufficient Direct FABS oore team is in place to drive our 
efforts in each geography. 

Leverage Dig~al's intemal expertise to provide support to our 
acoount teams in establishing peer-te-peer relationships . 

Develop and extend partnerships w~h Dig~al 's Finance and 
DIM&T organizations worldwide. (on-going) 

Increaselfurther develop direct FABS resources w~hin targeted 
oountries - UK, Germany, France, Canada, Japan. (SAP exper­
tise center- Europe/a 1 , Japan/02, Commitment for current 
resourceS/Ol ) 

Dependency 

Insure FY93 plans include FABS worldwide 

Maintain current support levels for FABS FY93 in~iatives world­
wide. 

SAP program funding support - Chemical $150K, Pharmaceutical 
S100K, Electronics Sl00K, CPG $150K, Oil & Gas lOOK. 

~ 
4 
$2.070K 

FY94 

4 
$2,070K 



ADSG/COHESION 

FY93 GIS Campaign Detail 

Murray Copp 
ADSG 



CAMPAIGN/Program 

APPLICATION ACOU!SlTION 

SOLUTIONS 

Cohesion for Rapid Development! 

Transaction Processing 

Cohesion srw Re-Engineering 
and Migration 

subtotal 

ANNELS 

Cohesion CSO Business Pannering 

MARKETING PROGRAMS 

Cohesion Field Readiness/ 
Market Awareness 

TOTAL CAMPAIGNS 

ADMIN SERVICES (included in above) 

GRAND TOTAL 

IBU NOR (SM) 

.,TWARE NOR (SM) 

ADSG SUMMARY 

CAMPAIGN/PROGRAM SUMMARY 

HEADCOUNT BUDGET($K) 

FY92 I FY93 I FY94 FY92 I FY93 I FY94 

. . . 

6 7 S892 5900 

I I 5870 S900 

. - .............. ................•....... ........... 

12 11 12 SI,800 S1.762 S1.800 

8 6 6 SI,OOO S810 S900 

9 6 6 SI,600 $908 SI,OOO 

29 23 24 14,400 Sl.1lO Sl,700 

_ ............... .... 

29 2l 24 14,400 5l.l20 53.700 

Sl.lOO S1.200 SI,400 

SI70 S200 

DIGITAL CONFIDENTIAL 6/16/'l2 



ADSG Program: 

GIS CAMPAIGN 
SOLUTIONS 

COHESION for Rapid DevelopmenVTransaction Processing 

Program Description: 

DRI : 

Configure and market COHESION solutions for the development 
of medium-large scale new applications that can be deployed in a 
centralized or clienVserver environment. 

Henry MorrisfTerry Condon (ADSG) 

Program Goal : Support GIS's new business programs by providing an 
integrated, flexible development environment together with a 
range of services from strategy to assessment to implementation 
-- presented in a way that is easier to sell and satisfies customer 
requirements .. 

GIS Responsibilities : 

1. System engineering and marketing for COHESION for Rapid 
DevelopmentiRALL Y (01-02). 

2. Negotiate and sign the joint development, marketing, and sales 
agreement wrth Andersen ConsuHlng (01 93). Monrtor and 
support Andersen's engineering effort during 93 and 94. Solicrt 
and manage DEC's investment in the migration of Andersen 's 
FOUNDATION product to OSF Alpha ($1.5M) . 

3. Posrtion options in this space to simplify the task of an account to 
configure the right solution for a given set of customer 
requirements. 

4. Develop sales collateral and training materials. 

Key Dependencies: 

Sales Responsibilities: 

1. Develop and deliver seminar program for COHESION for Rapid 
DevelopmentiRALL Y (01-02). 

2. Create a positive/proactive joint selling program wrth Andersen 
(through FY93). 

Services Responsibilities: 

1. Train delivery resources for COHESION for Rapid 
DevelopmentiRALL Y (01 ). 

2. Develop a plan with Andersen to share services revenue from 
FOUNDATION saies. 


