Total World Domination


Over the past 15 years Microsoft has grown from a small company staffed by two boyhood friends (Bill Gates and Paul Allen) selling a BASIC interpreter to dominating every segment of the personal computer software market. The quintesinal “only in America” well-off to riches story.


While Microsoft is one of our best symbols of a successful, hi-tech American company that can compete in the global market, there is also a dark side to what Microsoft has become. Microsoft presently holds a clear monopoly in the operating system and desktop applications markets, which of and by itself is an issue that the federal government needs to address.


However, an even larger issue looms in where Microsoft is headed. Potentially, Microsoft will control not only the software you use but your finances, your communication, and your entertainment as well. Before Microsoft acquires this level of domination over the world economy, a level of domination beyond even the dreams of a John Rockefeller, America needs to decide if they are willing to allow one individual to amass that level of power.


The Secret of their Success


To understand why Microsoft is so dangerous one first needs to understand why Microsoft is so successful. First and foremost is that Bill always takes the strategic view. Microsoft does not create products based on potential profit. Microsoft decides which types of products are strategic in the market and builds or acquires those products.


Equally important, once a strategic product ships, the profitability of the product is secondary. Of primary importance is gaining market share. And not just partial market share, but complete market share. To paraphrase Mike Maples (Executive Vice President at Microsoft) “Microsoft is going after 100% of every market it is in.”


If a market segment is important enough, Microsoft will not give up if it fails initially. Microsoft will continue and continue and continue, until they are successful - regardless of cost. To paraphrase Chris Peters when he was head of Excel development, “we didn’t write Excel to make money, we wrote it for the sheer joy of putting the largest computer software company out of business.” (Lotus was bigger than Microsoft at the time.)


By the same token someday Microsoft will wrest the networking market from Novell because they will persevere, regardless of cost, until they succeed. If Bill absolutely knew that he would never make a profit in the Network market, he would nevertheless use every necessary resource to succeed because of its strategic importance.


Ask any employee who has worked at Microsoft for over two years what the real corporate goal is and they will tell you - total world domination. Its unofficial and (many times) said half in jest, but it’s also the same thing you will hear again and again from employee after employee. And it’s not total software domination. Or total computer domination. It’s total domination of everything of interest.


Microsoft hires the best. Very intelligent, self-motivated people who want to make decisions, move forward and ship the product. And each and every one of these people are totally focused on having their product dominate its market. Not do well. Not make money. But to totally and completely dominate its market.


And leading this pack you have a number of people, Bill and others, who have never had to work for another corporation. Because of this, they never had to learn how to get along to get promoted. They never had to learn that the corporate beast would suppress those whose ambition was too naked. They were never “civilized” by the business world. And so, while they are generally within the law, they are as down and dirty as you can be while still being legal.


And when Microsoft does meets its match, it acquires it. Scott Cook at Intuit showed that he could beat Microsoft in the home finance market, time after time. Microsoft bought Intuit and Scott. And this proposed purchase will not be handled as other companies do where the Intuit team would then be ignored or laid off. Microsoft will have Scott and his team continue to focus on the financial market; but for Microsoft instead of against them.


The Next Frontier


With a near total monopoly in most strategic segments of the software market and the rest falling into line, where does the beast turn next? Microsoft is a company with 15,000 people who live for the chase; and the kill. Sitting back and consolidating the rest of the software market is not enough to satiate its appetite.


First, Microsoft is going to be your connection to the on-line world. Ten years from now your mail, your fax, even most of your phone calls, will come in from the net. But the net will deliver much more than that. Your news, your entertainment, and your source of information will all be on the wire. And much more than this will come in from the net, and only the net.


Over the last ten years the world became a global economy, not because of any great revolution in transportation but because of a revolution in communication and information science (software). When the banks, brokerages, and companies all gained instant communication worldwide, then calling someone in Tokyo was not much different than calling someone down the street. And when an international call became just an additional three digits to dial instead of an adventure, the global economy evolved.


The on-line world promises even more of an evolution, and in more areas, than we have seen in the past 10 years. In may cases, 10 years from now, your net link will determine what is and what is not available to you. Microsoft plans on owning that link. Because if that link provides your critical connection to the world, then it is strategic. And Microsoft will expend any amount of effort and money to own something that strategic.


And with that control will come censorship. Maybe not overt censorship, but censorship. CNN did not broadcast interviews with the IRA worldwide so as not to endanger their rights in the United Kingdom. When their main delivery mechanism is the Microsoft Network, will they run segments critical of Microsoft? When most of their subscriptions are delivered over the Microsoft Network, will The New Republic even be able to run a story like this or will the network suddenly find they don’t have enough bandwidth anymore.


Second, Microsoft is going to be your banker. True electronic banking is coming. This has already been implemented to a minor degree by a few banks and it is far and above better (and cheaper) than banking the traditional way. Microsoft will replace your cash, your checks, and your credit cards. And all for just a very minor charge on each transaction.


Once again this is a strategic market. Control of the banking market is control of the financial market. And if you think about it, money is not very different from information (the main product of the on-line market). It can all be reduced to data and run through the network. Nothing physical has to exist.


And bureaucratic organizations like Bank of America and Citicorp don’t stand a chance against a company like Microsoft. It will be like putting a hungry lion and a lamb in the same cage. By the time they realize what is happening, all they will have left are those pieces of the market that Microsoft does not want.


And third, Microsoft is going to entertain you. There is a major revolution occurring in the entertainment industry right now. Maybe not in 10 years, but definitely in 20 what you do for entertainment will be radically different. And while everyone has ideas as to what they think that future will be, everyone is basically guessing and trying new things.


They do agree however that this change will definitely be bigger than the advent of television which spawned multiple industries (the networks, cable, TV production companies, specialty channels, and more). And yet, how many Hollywood studios even survived the transition from silent films to talkies?


This field is critically strategic. As we gain more time and money for leisure activities, this is where most of it will go. (Why play football when you can call the plays for Dallas in the Super Bowl?) And again, like banking, the product is basically data which will primarily be delivered over the Microsoft Network. When the on-line and banking markets have been sewn up, there will still be new types of entertainment technology to discover. And Microsoft will be there, providing the products that its PR department deem acceptable.


And while Hollywood believes that its talent and large number of production companies make it impervious, I’m not so sure. Back in the golden age of Hollywood when movies were the primary entertainment, only a few major studios controlled the market.


The Visible Hand


Ok, so Microsoft has a monopoly on most of the software industry. And it will probably gain a monopoly in the on-line, banking, and entertainment markets. But they did it by competing according to the rules of the game and they are just better at it than everyone else. So is that enough reason for the government to step in?


Having worked in the software market for the last 15 years, I am reticent to want the government involved. The free enterprise system works by and large and one of the enjoyable elements of the software field is that you are pretty much left alone by the government to have your product compete in the market.


But the market has been skewed and skewed badly. The government needs to step back in and level the playing field, because if they don’t, Microsoft’s domination and monopoly power will continue to expand.


Microsoft owns the operating system market. When Windows 95 ships, it will be installed on virtually every new PC sold from that point forward as well as upgrading tens of millions of existing systems.. If the Microsoft Network is included with Windows 95, then no matter how good they are, CompuServe, Prodigy, and America On-line are dead. It is flat-out impossible to compete when your competitor is pre-installed on every new computer.


The same holds for Quicken (the home finance package from Intuit). If the basic program ships with Windows 95, why buy anything else? Everybody will have home banking on their computer, ready to run. And once most people have tried it, you can say good-bye to the neighborhood bank.


In both of these cases Microsoft will succeed not because their products are good (which they are) but because they own the operating system market. This is not a level playing field. This is a bloodbath.


And allowing Microsoft to purchase those few companies that can compete with them, like Intuit, is crazy. The market is supposed to control companies like Microsoft by having other companies, companies that are better, compete with them for market share. But when Microsoft purchases any company that is its equal, and then uses them as one more tool for domination, all the market is doing is making Microsoft that much more powerful. We would be much better off if Citicorp, instead of Microsoft, purchased Intuit and used their skills to compete with Microsoft.


If Microsoft is allowed to enter the financial market, there will be a tremendous upheaval in the financial job market. Yes, inefficient companies should go out of business if they do a lousy job. But when the Japanese entered the American car market the change was so fast and furious that hundreds of thousands of people had their lives disrupted by the change. Well Microsoft is far superior to a Japanese company. Because even in Japan Microsoft dominates the software industry.


So we will have a company that eats Japanese companies for breakfast focused on taking over a large chunk of the banking industry. The speed and size of this takeover will make the disruptions we have seen in the auto industries pale in comparison. The bankruptcies, lay-offs, and financial turmoil, all over a very short period of time, will cause major disruptions in the lives of hundred of thousands of people.


And finally, Microsoft is bad for the software industry. Microsoft generally writes good, but not great software. And whenever they come to own a market segment, the quality of the products in that market tend to stagnate. Because they own the market, there is no incentive for others to enter and compete.


This is exactly what happened with MS-DOS. After DOS 3.3 there was no effort to improve it until Digital Research came out with DR-DOS. Worried about DR-DOS, Microsoft got back in gear with MS-DOS 5 and MS-DOS 6. Once DR-DOS was killed, Microsoft once again dropped MS-DOS.


The lifeblood of the software industry has been the small companies started by a couple of people with a good product. However, Microsoft’s spreading dominance has left fewer and fewer niches they don’t own into which companies can enter. And as Digital Research learned, you can’t win going up against an established product of Microsoft’s.


What to Do


So what can the government do? An anti-trust lawsuit doesn’t make sense. Aside from the fact that Microsoft could probably convince Ann Bingham (anti-trust chief at the Department of Justice) that the world is flat based on their recent settlement, anti-trust cases take too long.


There is a much easier solution. It is composed of a number of pieces, when combined would go a long way toward leveling the playing field. And in many cases it merely requires implementing regulations that make sense even if Microsoft didn’t exist.


Step 1: File suit against Microsoft requesting that they pull all non-operating system programs off of the Windows 95 disk including the Microsoft Network, Quicken, and Office (yes, they are thinking of bundling all of the desktop applications with the Operating System). Then get an injunction restraining the shipment of Windows 95 with these applications until the case is decided. A reasonable injunctive request (since shipping those products will kill their competitors) which will force Microsoft to drop the bundling in order to ship Windows 95 this year.


Step 2: Fight every acquisition Microsoft plans on the grounds that a company that presently holds a monopoly in the software industry cannot consolidate that monopoly by acquiring the few companies that hold the few remaining competitive niches. These lawsuits should usually be successful because Microsoft does not make acquisitions to gain a niche but rather because that product, combined with existing Microsoft products, allows Microsoft to gain dominance over another strategic market segment.


Step 3: The Microsoft Network will give Microsoft a level of media domination that is completely illegal in the newspaper, TV, and every other media market. There are laws against owning multiple media outlets in one city. Shouldn’t there be laws regulating the level of media controlled in cyberspace? The government can shut down the Microsoft Network immediately. Not only are most of the lines the network travels over regulated by the government, but critical pieces of the Internet are owned by the government. That’s right, the federal government owns critical pieces of the Information Highway which the Microsoft Network must have access to to succeed.


The government needs to set limits on what level of media control a company can have in cyberspace. This can be controlled by refusing access to government regulated carriers and government owned and funded parts of the network to anyone who violates these limits. And while determining these limits, the government should refuse Microsoft access because Microsoft will almost certainly be found to be violating any reasonable set of limits.


Step 4: The entire banking industry is one of the most heavily regulated industries in the United States. The entire financial system runs through the federal reserve system. You cannot enter the banking system against the wishes of the federal government. At the same time there are laws that stop a bank from entering other types of business. Shouldn’t these laws also affect what companies can have banking subsidiaries?


A large part of the profit from Quicken comes from on-line credit transfers. The government should watch who wants to be in this business, and what level of domination a single company can have in this market. Even the credit card business has Master Card and Visa competing. And again, while determining what restrictions will be placed on companies entering electronic banking, Microsoft, or any company working with it, should be refused access to our banking system.


Step 5: The federal government is probably the largest purchaser of software. At the same time IBM sells OS/2 Warp which is superior to Windows. Lotus and Novell both sell Office suites comparable to Microsoft’s. If the federal government passed a regulation restricting government funds from being used to purchase software that held over 70% of its market, it would give the competitors of Microsoft a chance to survive.


This is not a handout. The competing products are every bit as good (or better) technically. This is leveling the playing field by compensating for Microsoft’s marketing dominance by providing a market for good products to compete without fear that Microsoft will squash them.


The Time is Now


Judge Sporkin, in throwing out the agreement between Microsoft and the DOJ, asked if Microsoft had already reached the point where Microsoft is more powerful than the Federal Government.


I hope the Federal Government is still powerful enough to stop Microsoft. Because if they don’t do it now, then 20 years from now Bill Gates will be 60 years old and most likely still in absolute control of Microsoft. And Microsoft could be dominating virtually every aspect of our lives.


At the very least we should be discussing if we want one individual to have that level of control over everyone’s lives. I worked at Microsoft for 3½ years and I don’t want to live in a world run by Bill Gates.
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