Last week we learned that
Leonarde da Vinei's Codex Ham-
mer notehook has joined Intuit
as the latest jewels in the erown
of Bill Gates. (zates, of course, iz
the riehest man in the United
States: the founder, chairmun
and CEQ of Mirrosoft, the Seat-
tle-based company that is run-
hing the world's personal com-
puter industry.

Leonardo's 72-page notebook
predicted the invention of the
submarine and steam enyine,
contained adviee on flood control,
speculated that the moon is iflu-
minated by reflected sunlight,
anl theorized why the sky is
biue. In many ways the man-
seript, written between 1508 and
1510, anticipated the advances in
science and technology that have
heen unfolding for the past 500
VEUNE.

Microsoft, likewise, has spent
much of the last vear pursuing a
series of strategic partnerships
and acquisitions that may shape
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Maybe they should change the name to

A da Vinei notebook here, an onHne service there:

How long before Bill Gates owns everything?
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Bill Gates bonght Levonarde da Vinei's Codex ﬂamﬁer for more
than $30 million in an anction at Christie’s in New York,

the world of computers, technol-
ogy and ecommeree well into the
next century. At the focal point of
Microzoft’s dominanee is the
company’s DOS and Windows
products, the “operating system”
of more than 150 million desktop
computers worldwide; and Mi-

croanft’s willingness to use jts op-
erating systems to leverage its
other products. In a world where
the desktop computer is finding
mote and more user ovory day,
Micresoft’s influence translates
into a pervagive lever that is in-
ercasingly being felt throughout
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the world's economy.

Ten days ago, Microsoft an-
nounced that it was embarking
on a $100 mittion marketing cam-
paign to boost awareness of its
name. “The Mierosuft brand
NAME Tepresents ‘access’ — access
to ideas, information, fun, tools
and even other ienple,” said
Steve Ballmer, executive vice
president of sales and support at
Miervsolt. “As personal comput-
£rs appedr in more and more
places, we want people to recog-
nize how software, and specifical-
Ty Mierosoft softwarc, is making
their computers come to fife.”

Mierosofl predicets that ite
new motto - *“Where do you want
to go today ™ — will be seen by
maore than 95 percent of the
athults in the United States in the
coming year,

MICROSOFT, Page T8

Simann L. Garfinkel, o conlribal-
ing writer for Wired waogazine
nnd the author of four comgmding
books, wrote this articls with Mi-
crosoft Wowrdl
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They should change
the name to Macrosoft

B MICROSOFT
Continued from Page 77

A better motto might be: If you can’t
beat ’em, buy 'em.

That thinking was at work on Oct, 13,
when Microseft announced that it was pur-
chasing Intuit, maker of Quicken, a wildly
suceessful finance program used by millions
of people to balance their checkbooks, fol-
low their home finanees and run small busi-
nesses. Intuit was started in 1983 by Scott
Cook, and has since sald more than 4§ mil-
lion copies of its Magship product.

Intuit fits neatly with the direction Mi-
crosoft is moving in. Nearly 40 percent of
Intuit’s revenue comes from selling sup-
plies and services, everything from checks
to window envelopes. Intuit also is making
a growing amount from a surcharge it col-
lects on transactions made with its Quicken
VISA card. Last year, Intuit announced a
deal with Viga International that eventually
will allow Quicken users to download their
Visa statements electronically, pay their
bills and make purchases from their key-
board. All for a nominal fee, of course.

Likewise, Microsoft realizes that much
of its future earnings will come not from
the sale of software but from a commission
or surcharge on purchases made with its
software and information provided over its
network. That’s one of the ideas behind an-
other Microsoft deal announced this month:
a letter of intent, signed Nov. 8 between
Microsoft and Visa International, “to jointly
provide a standard, convenient and secure
method for executing electronic bank card
transactions ucross global public and pri-
vate networks.” The system, based on pub-
lic-key cryptography, could put Microsoft
in a position to extract a nominal toll for
every eredit card transaction on the infor-
mation highway.

If Microsoft has its way, the most im-
portant highway of them all may soon be
The Microsoft Network, originally code-
named “Marvel,”

As we all learned this year from count-
less articles on the Internet and the “Infor-
mation Superhighway,” networks and on-
line services are the next big thing fur the
computer revolution. The reason is simple

economics: Networks let companies sell the
same thing, pure information, aguin and
again, without the expense of delivering
printed magazines, books or reenrd albums.
Even better, most of the information - elee-
troni¢ mail, bulletin boards and “chat”
rooms — is ereated by the subscribers them-
selves, and costs the online service nothing
to produce.

Already the United States has three hig
online companies — Prodigy, Compuserve
and America Online -~ with possibly more
than 5 million subscribers among them.
These companies make their money not
only from connect fees but from a sur-
charge on the goods and serviees purchased
through their systems.

Microsoft has a powerful weapon for
fighting the established market; Windows
95.

Windews 95 is the long-awaited upgrade
to Microsoft’s Windows operating system.,
Last week, (Gates announced that The Mi-
crosoft Natwork would be built in to Win-
dows 95. Simply upgrade your PC, or buy a
new one, and you are just a mouse-click
away from becoming a Microsoft Network
subseriber,

Although it’'s unclear why Microsoft
would give up an exciting name like Marvel
for 4 boring one like The Microsoft Net-
work, no one questions that The Microsoft
Network will present the other online ser-
vices with an immediate challenge. That's
because Microsoft will use its Windows 95
operating system and The Mierosoft Net-
work to leverage each other in ways that
are difficult or impossible [or its competi-
tors.

Mierosoft says that its network will eo-
operate closely with the inner workings of
each subseriber’s desktop computer. For
example, information stored inside The Mi-
crosoft Network will appear no different
from files stored on the user's own hard
dise; to send electronic mail over the Inter-
net, users will employ the same Microsoft
e-mail program that will come standard
with Windows 95. Text files on The Micro-
soft Network will be viewed and edited with
another built-in Windows 95 program, just
like text files on the user’s own computer,
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Macroattention is pald at a convention last week in Las Vegas, where Microsoft announeed its next version of Windows.

Microsoft’s online eompetitors must also
be worried about what Microsoft will be do-
ing in 1996 and 1997. Controlling the oper-
ating system, the network and the net-
work’s infrastructure puts Microsoft in the
driver's seat. “Where do you want to go to-
day?" For example, Microsoft could
program its system to alert users when up-
dates, bug-fixes or new versions of Micro-
soft applications are available. Then, with
the click of a button, the new application
could he downloaded by maodem, installed
on the user’s eomputer and the user's eredit
card billed, all sutomatically. With high-
speed nelwork conpections through a eable
TV system (now in trials around the coun-
try), Microsoft could offer its customers u
backup service that would run at night and
store the user's information securcly in an
ofl-site dala vault.

Microsoft’s competitors in the applica-
tichs arena have long contended that the
tight integration between Microsaft's oper-
ating system and its application-develop-
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ment groups represents unfair competition
for the rest of the computer industry. In-
deed, until this summer, Microsoft was the
target of one of the highest-profile antitrust
cases in more than a decade. But the settle-
ment with the Justice Department confused
many observers: Instead of making it easi-
er for applieation developers to compete
with Microsoft, the agrecment only changes
the way that Microsoft licenses its operat-
ing systems to the makers of PC hardware.
Microsoft’s unfair advantage in the appliea-
tions arena will continue.

Mierosoft’s domination of the computer
industry s not without precedent. By its
very nature, information technology scems
to encourage monopolistic practices. [t was
no aecident that two of the largest antitrust
cases eince World War 11 were those
against [BM and AT&T. But the Justice
Department  didn’t follow the model of
those two cases when it negotiated the deal
with Microsoft: [nstead of breaking up Mi-
crosoft into two companies, one making op-

erating systems, the other making applica-
tions, Microsoft was let stand.

It's doubtful that such a court-ordered
split could have worked. Today’s bound-
arfes between “operating systems” and “a)p-
plivations” arise oul ol convention, not oul
of fundamental laws of eomputer science.
Most PC users, for instance, once eonsid-
ered the network to be an application. In-
creasingly, though, networks are viewed us
part of the operating system.

Indeed, Microsoft's partnerships and
acquisitions this year may prove to be far
more prophetic, and far more appropriale
for the new owner of the da Vinei codex,
thun we ean now imagine. Leonardo’s note-
hook foretold developments in science and
understanding that could not be imagined
when he penned his drawings 500 yeuars
ago. Likewise, in 100 years, Microsoft may
be the only supplier of commercial software
on the planet. People will look back then
and be amazed that Microsoft ever had any
competition at all.



