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BILL GATES – Microsoft:

Well, thanks.  I’ll just make a few remarks on what I think some of the hot issues are and where we’re investing and then give you as much time as we can for whatever questions you have.

We talk about the goal this decade as being seamless computing.  And seamless means getting rid of a lot of boundaries.  Boundaries between people and machine, by bringing in speech and ink.  Boundaries between the machines by bringing in the approach we call web services.  Just simplifying what is today still too complex to get all the benefits from.

Our industry has been very fast moving.  You know, Microsoft got started in 1975 with a kit computer called the Altair.  The hardware didn’t do anything.  The software barely did anything.  Certainly there was no notion of connecting machines together except by carrying paper tapes around between the various machines.

In the 1980s the exponential improvement in the chips got us some very powerful hardware.  You know, I’m sure you’ll remember that that’s when the 386 chip came along.  That gave us 32-bit addressing - very powerful basis for personal computing.  The 90s … early 90s, it was push to graphical interface – Windows versus DOS.  Very successful.  Now, basically we take it for granted that that’s the way things are done.  

Towards the end of the 90s we got all the machines connected – the low price of connectivity, the protocols of the Internet.  It made us say, wow, every computer on the planet can essentially talk to any other computer, and that really led to a recognition that understanding the information and securing the information between these systems then became the toughest problem.

And so, I’d say in this decade, even though the hardware will advance and the connectivity will just get better and better, particularly getting more and more consumer broadband, the key element for ease of use, security, advanced productivity is software and we’re seeing a lot of great approaches where software is going to tackle these tough problems.

Microsoft is substantially the largest spender on R&D in the computer industry.  In fact, with the exception of one drug development company, we are the biggest R&D spender in the world.  Second in our industry would be IBM at about five billion a year, and then the drop to the third is down to less than half of what we spend.  

We spend it in a very focused way.  We spend it on software.  We do a few hardware things – manufacturing Xbox, mice and keyboards – but overwhelmingly the thing that we are the best at is driving software forward.

Now, there’s a lot of tough problems that we need to solve.  And we’d be the first to say that if you watch somebody use a PC over a period of hours there’s definitely going to be several times where the person is surprised, frustrated, you know, why didn’t this work, how do I get this thing done, there might even be a piece of software that hangs or crashes, and we have to reduce that very dramatically.

Then we’ve also got the general challenge that these systems they’re on-line systems.  They need to be up twenty-four hours a day.  You don’t want your banking system or your email system to ever say to you, hey, it’s off-line for any reason.  And so preventing malicious security attacks and making sure that the systems are essentially available with the same or greater reliability as society’s other infrastructures – the electrical infrastructure, the water infrastructure – that absolutely has to be done.  And although there’s a few things that can be done to help us with this at the hardware level, the real advances will come through software.

Now, in security, there are some very, very key and obvious solutions.  The most important is what’s called isolation.  This is making sure that people with malintent can’t arbitrarily send code to all the different systems.  The Internet in a way says, hey, these systems are connected.  It's not like the mainframe that was kept secure not because the code was secure but rather because only the people there in that glasshouse were actually connecting software up to it.  Here we need to build the firewalls.

And we had about a third of our customers who've never had any problem with security attacks. Why?  Because they had those firewalls in place. But for the other seventy per cent of the customers clearly it wasn't made automatic enough, it wasn't made obvious enough.  There wasn't a tool you could go in and really check to make sure you were only open to the things that you needed to be open, and those tend to be actually quite few - the mail server for mail, the web server for http - but most of the systems can actually be isolated.

In those cases where you really need to be connected up whenever there's a security problem we need to make sure that the security updates get onto those systems faster than somebody with bad intent can go in and perform an attack.  In fact, the people with bad intent are not the people who've discovered the vulnerabilities, rather it's security firms or our own patches that point the way and then somebody packages those up in a way that they spread around.

So having updating that happens extremely rapidly and flows out using the full speed of the Internet that takes care of the rest of those issues.  We do want to reduce the number of times any update has to be made.  This involves very advanced tools, techniques that have been in academia for a long time but never used against large scale software.  You know, we are the first company that's actually using software proved techniques to go through and show that only a tiny piece of code has to be right for the security to work well and that's part of this quality push.

We've seen a big effect on that, if we take Windows Server 2000.  The first year that that was out we had about twenty-four security bulletins, things that we asked people to patch.  With the most recent release we've now had four of those and so that’s a pretty dramatic reduction.  However, you know, we should get that to be either one or zero during that time frame, and that's where software proved techniques will come in.

If you compare that to other software, those techniques are not being used.  You know, the time … the average time to fix on an operating system other than Windows is typically ninety to a hundred days.  You know, today we have that down to less than forty-eight hours.

Now, because of the popularity of our systems, people with malintent who want to spread those viruses are going after them more, but not just ours.  We've seen it recently with a firewall product, we've seen it with Cisco, and we see it at a fairly significant level against Linux and other systems as well.

So being able to take the fact we have people on this job on a very regular basis and make the security improvements a unique asset, we have to get to that before we're done.  A new weak link is emerging and that is that the way people using passwords those are often easy to guess with computer systems or you'll use the same password on a very insecure system that used on a secure system.  And so moving more and more into smart cards, biometrics, that'll be a necessary step.

Spam is also a gigantic problem and in some ways it relates very much to the security problem because scam can not only waste time but it can spread bad software.  There are a set of techniques being put into place that will eliminate spam as a major problem.  

First approach we took is filtering – looking at the message, seeing if it's talking about certain things or connecting up to certain kinds of web sites and filtering it out.  Those approaches today are filtering something like ninety per cent of the spam, but that's still a lot of spam left over.  In fact, they've increased their volume to try and get around that, and so we need new techniques.

We've just announced in the last few weeks one where we actually can guarantee that the mail really is who it appears to come from. And what that does for us is it lets us say that if you're getting mail that's not from a stranger, we can always pass it through, and mail that appears to come from a stranger we can be very stringent and require more proof that that's a legitimate piece of email. And there's some very clever ideas there about having the computer that does the sending do some extra work or bouncing back something where the human verifies that this really is a legitimate piece of email.

As we combine these approaches over the next year we will be able to make dramatic improvements in terms of what goes on in spam.  This industry cooperation, the invention that's coming from Microsoft along with laws that simply say that fraudulent email is not allowed.  The combination of those things really is going to make a very big difference. 

Now, not only do we need to make these systems secure, we need to make them far more impactful.  We need to let them drive productivity.  We need to get rid of all those different boundaries.  We need to make software development more productive that it is today.  We think about that as overall what we'd call seamless computing. 

As we connect systems together, the most important advance taking place is an industry standard called web services.  You've seen Microsoft and IBM drive this.  It really comes from a piece of work that Microsoft started around XML with some small companies about ten years ago. Some people didn't think it was that important but maybe three or four years ago there was wide recognition that that really was the format that information would be exchanged in.

But you need not only that format, you need the protocols around it.  Protocols that let you find, say, a system that might be selling the product you're interested in, protocols that let you secure the information, that guarantee that even if the network's unreliable that it gets delivered completely.  And those web services advances are very, very far along. In fact, the last few, the highest level ones, are already out in draft form and they'll be finalised during the rest of this calendar year. 

And so for the first time we will have laid in place something that lets software on any computer talk to software on any other computer. It doesn't mean you have to rewrite the software, you simply put a web service layer on top of it to make this work.   And this is completely independent of the hardware, the chip, the operating system or even the language that the software's working in.  This works for, you know, C, Java, Visual Basic, you name it, they all can connect up here. 

So this is actually a necessary piece for the dream of e-commerce to come true.  We talked a lot about e-commerce during the late nineties. Some companies got started and said, you know, this'll be solved overnight.  You know, the dotcoms will immediately take over banking and shopping and all of those things.

Well, that was naive in many ways, naive in terms of the business models, the expertise required, and so what we're seeing here is the traditional companies embracing the Internet and now more and more using web services to be able to deliver what they're good at but deliver it in this new form.  It's web services that are going to make even rich workflow applications possible to do not only within a company but across company boundaries.

One thing we struggle with is that even though the information that people need to do their jobs is not really available to them they've gotten used to the fact that it's hard to do quality analysis, it's hard to do timing analysis, it's hard to know what the most demanding customers are thinking.  And yet by giving people better software tools that's quite solvable. 

Just imagine that twenty people, some in one company, some in another, are trying to collaborate on a project.  Today, they would use email and they’d attach large things to the email and if new people come into the discussion, they would find that they would have to go back and try and dig through that - very, very inefficient.  It's only with the concept of what we call share point that you can create a website, secure that website, and not have to have IT get involved in it.  In fact, it, you know, works across company boundaries. 

We have about fifty thousand of those at Microsoft and that's even only over the six months that we've made that available.  People should start to have very high expectations for doing business information analysis, not just top level executives but everyone throughout the organisation.  

New techniques for visualisation, breakthroughs in the Excel spreadsheet, breakthroughs in the database, breakthroughs in graphic representation.  All of these things will be necessary and that's a role that Office can play and yet it's a very high volume, low cost tool, lets people work in new ways.  

Our interaction with these devices will be far more natural.  It won't just be the keyboard, it'll be speech, speech that gets recognised, it'll be the tablet device with ink. Those are getting smaller and smaller, the software's getting better.  We'll just say, hey, that's common sense that we do things that way.

The boundary between the phone and the PC can be made far simpler.  You know, if you're out shopping and you spend money and you want an expense report just take your camera and take a photo of it and tell your camera, hey, your phone that's an expense report and it'll be sent up and recognised in the right application. 

And so we're just scratching the surface in terms of visual recognition, speech recognition and ink recognition.  These are big investments on Microsoft's part and people are naturally a little sceptical because over the last twenty years they felt, well, speech recognition we must be close to it.  And, in fact, the quality of the systems that have been out there haven't been good enough.

In the home environment it'll become common sense that keeping memories of what's gone on with your kids and your calendar, they're very easy to call up, very easy to share.  Your music, of course, you can organise and listen to as you like.  TV shows, you know, see them exactly when that's convenient to you.  Planning schedules with other people, we can make that very straightforward.

The breadth of things that can go on at home - we're just less than a third of the way of where we'll be even by the end of this decade, and so the PC is playing a more and more central role and making it simpler, making it more reliable as we bring in these new capabilities. That's a very, very important thing.

All the devices need to work together.  We have the idea of bringing intelligence down to the smallest device, the wrist device, the pocket device, in your auto where speech is very important since you don't want to distract the driver.  

And that leads to things like digital meetings where it'll be trivial to put a little what we call ring camera in the meeting, video record what goes on, be able to share that with people who are at a distance, be able to follow-up, search the transcript to make sure that everybody sees the part that's interesting to them or even can see parts that see it and see it at a higher speed than it took place inside the meeting itself.

So this is really moving towards seamless computing.  It means big investments by the hardware companies, big investments by the software companies.  It means new standards, first and foremost, what we're doing on Web Services.  It means helping customers with the right isolation techniques to get the right things done and all of these things are expectations that customers need to have.  By really driving forward with this we can take what Windows has been and make it even more effective, even more common as a tool. 

We can take Office and make sure that it's very worthwhile for people to have the latest versions there and yet allow people to have variety in that computing environment.  So a lot of challenges for us, that's why you've seen us raise R&D so dramatically over the last three or four years.  It's because of the optimism about the high volume, low price software products that we build.

With that now let me turn it over to whatever questions you have.

FRANCIS TILL – NEW ZEALAND NATIONAL BUSINESS REVIEW:

Hi, I'm Francis Till from the New Zealand National Business Review.  We see Microsoft from a lot of different perspectives.  It's like blind men walking up to the elephant.  You're the only person who really knows what Microsoft is.  Can you tell us what Microsoft really is?

GATES:

Well, hopefully I'm not the only one.  Steve Ballmer's the CEO and we do a lot to truly make sure our employees understand what, you know, customers want us to do better, what they're really thrilled about.  It's pretty simple what we are.  We're the company that believes in software, and we believe that by hiring the best software people, having the best tools, the best ways of getting feedback from customers, that we can drive software to new heights. 

We develop software wherever it's interesting.  We do it for the phone, we do it for video games, we do it for the watch, the PC because it's the full screen device where you can read documents, edit documents.  It plays a fairly central role, even as you get more and more connections out to these different devices. 

As the Internet came along, the boundary between what was a website and what was software was actually pretty vague, and so you saw us do things like Expedia, which is a travel reservation website.  And in the early years of Expedia it was fun because they were asking us software questions and we'd tell them, no, use the database this way, do the display that way, just to let people navigate different airfares and travel choices. 

After two or three years their software got really good and they started coming in to Steve and I and saying, hey, you know, we want to block book a bunch of hotels in Miami, you know, we want to block book a bunch of charter plans.  And Steve and I know nothing about that so we said, well, we don't know, and eventually we decided that we should spin that out as a separate company and so for something over a billion dollars more than ... about ten times what we'd spent creating it, we spun out a very separate company. 

Today, the things we do that are kind of on the fringe of software, we do an encyclopaedia and yet software's important there, we do a news website as a joint venture with US network called NBC, we do Slate Magazine, and a few cases we've been drawn in where we have to built the hardware ourselves – mice, keyboards, Xbox.

But at the core of Microsoft is running the world's best software factory and having that factory learn what new capabilities or improvements really make sense and then typically for the big products on two and a half to three years cycles, driving through breakthrough advances.

JAMES KIRBY – BUSINESS REVIEW WEEKLY

James Kirby from Business Review Weekly.  One of the key issues in relation to the technology sector and prospectus on technology here in the last year or two has been a backlash by what you might call business, mainstream business players against the technology sector based on unfulfilled promises of technology that your referred a few minutes ago, like ... in terms of ink recognition or visual recognition.  Do you think that backlash still exists in business or has it come to an end?

GATES:

When you say backlash, help me understand what you mean by that.

KIRBY:

Open scepticism about the promise from technology leaders and technology providers about how long or how effective some of these products would take.  For instance, we talked about speech recognition, would be the classic example, of something that's been promised for a long time. 

GATES:

Well, I'd say a couple of things.  First of all, people have always been sceptical about technology promises and they probably always should be.  Until you can actually see it running, you know, call up another customer who, you know, says, hey, this is fantastic.  Unless you want to be a pioneer, just wait until the thing is there and proven. 

I do think if you're totally sceptical you will miss very important advances.  That is, that the extra productivity provided by using technology the right way is very, very dramatic.  I mean, if you went in to see your doctor and he said, man, that Internet thing, I never like to look up new medicines, new techniques, you know, bad drug interactions, you know, I sort of wait until it comes in the mail.  You might think, hmm, this might not be the best doctor for me.  

You know, if you go to your bank and they say, yeah, come down to the branch any time you want your balance, and you might think, gosh, that's really not the best way to do those things. 

So whenever you talk about technology it's a glass half full.  There are dreams that are unfulfilled.  You know, when I ... if I ever come here and say, hey, we cut our R&D budget to zero, you know, we're just going to keep selling the same old stuff, then you might think, wow, they really finished all that stuff, you know, these computers are smart and perfect now and that's it.   You know, and my job is very much about the missing pieces, whether it's easy of use or security. 

But we have a lot of be very, very proud of.  You know, if you look at what people are getting out of the Internet today, whether it's sharing with relatives, planning trips, buying things, just being better informed.  You know, if you want to know what a politician said, you know, let’s say he’s … he meets with, you know, labour and he says one thing and business, he says another thing.  It’s all on the Internet.  You go on and say, hey, there’s not much consistency there.  You know, you want to know how you’re representative is voting, it’s all there.

So … are we half-way towards what we need to do?  Maybe.  I’d say about that.  And, hey, we have been in business for twenty-five years.  The pace of improvement is much faster today than it’s ever been.  And even speech recognition, which is very avant garde, it’s on the cutting edge, it is being used in some ways. 

It’s not as good as it needs to be. We’ve just put out a product this year called SpeedServer that is a huge improvement.  People are very picky about speech.  They hate it when the system misrecognises that they say because they have no model of why this system fails.  In fact, what happens is they talk louder.  And the system is not trained for them to talk loud and so it gets worse and worse.  And the computer is not deaf, it’s dumb.

[Laughter]

GATES:

And … you know, so, it degenerates.  Handwriting, which is actually working quite well, it’s not perfect either. But at least with handwriting you can look at what you wrote and you can say, okay, that ‘e’ I didn’t loop it, so it looks like a ‘c’ and the computer thought it was a ‘c’.  And of course the computer gets smarter, but also you’ll find yourself as you write your ‘e’s, you’ll actually loop them a little bit and so you improve in terms of working with the computer as well.

So, scepticism is a great thing, but we are not standing still.  In fact, there’s no industry that improves its products while bringing the prices of the products down like the computer industry.

VAMOS:  

James, I just think from a local perspective, you know, the IT industry and our customers were very much caught up in exuberance around dot com.  And what’s happened now is rather than say that there’s a backlash, what I would say is that our customers are really wanting to see the business value of their investment in information technology.  That as things have washed through over the last couple of years that’s really come back, and we’re seeing much greater interest and much more optimism about investment in the sector, but it has to be aligned with the value that technology will contribute to the business.

GATES:

Yes, that’s a very good point.  During the late 90s, people thought the start ups knew everything.  And we were out of fashion because we’d say, hey, we have a five year program to do visual recognition.  And people would say, five years?  Nothing takes five years, you know, I started a company yesterday, I’m a billionaire already, you know, five years?  Gees, who needs you, guys?  And so, the long patient approach against tough problems just was not in vogue at all.  

Now, the most dramatic thing was the valuations of those companies has changed.  In fact, many of the dreams were right, you know?  The idea of e-commerce, that was right, but it required web services to be put place and deep security to be put in place.  And web services, those dreams of the 90s, over the next five years, that’s where they will really come in and do those things.

So, directionally, there was some truth to it but not in the form that the start ups promoted.

DAN KAUFMAN – THE SYDNEY MORNING HERALD:

Hi.  Dan Kaufman, from The Sydney Morning Herald.  Do you think it’s still possibly out of fashion? I mean, the average Microsoft customer today is very different from ten years ago.  You know, smart (indistinct) are outstripping PC shipments.  Today, consumers are more after something like the iPod – attractive, easy to use.  Operating system wise, the Mac OS XS is still considered to be easier to use.  

Do you think maybe Microsoft will have a growing image problem as more consumers are demanding easier to use products?

GATES:

Well, are you a Mac user?

KAUFMAN:

No.

GATES:

Yeah.  Okay.  Yeah, the Mac … you know, its share of market has gone from 4.1 per cent to about 3.7 per cent and, you know, I’d be the first to say, hey, Apple is a very good company, they do very good work.  IPod, they got out and did … we don’t do that hardware, but they got out and did that better and faster than some of our partners.

You’ll see this year some of our partners will come back with things that give you more choice, lower price, but, you know, Apple deserves a lot of credit for what they did there.  

When it comes to ease of use, there’s a lot of things I’d say we do better in Windows. There’s a lot of things they do better in Apple.  Neither, even if you took the best of both, are as easy to use as they ought to be.  And so they are continuing to make contributions in the industry. 

The users we have today, of course, you know, versus ten years ago, we have ten times as many users.  You know, the presence of the Windows PC on desktops in businesses, the presence of Windows in education.  Go back ten years, you know, Apple probably had about 40 per cent of the education market.  Today they have somewhat under 20 per cent of the education market.

You know, we like the Mac, we write the most commercial application that runs on the Macintosh is Microsoft Office and we do a lot of special things to make sure that it fits into that environment.  When Apple went through a very tough patch, we actually stood by them, helped make an investment in them. 

And so it's one of those things where you bet we compete with Apple and, you know, when they do something better we say, okay, let's do something even better than that.  But overall, I'd say that their presence in the market, other than iPod is probably less today than it was historically.

STUART KENNEDY – THE AUSTRALIAN:

Stuart Kennedy from The Australian.  Desktop open source products are starting to get some traction in the Australian corporate landscape.  I'm just curious, how aggressively will you discount your products for major accounts considering open source software on the desktop?  And do you have cheaper lower function versions of Office and Windows planned to counter the open source threat on the desktop?

GATES:

Well, essentially, our proposition is a value proposition.  When you buy the software from us, the kind of improvements, the power, the reliability provides, we believe, a dramatically higher better choice than anything you get in that open source realm.  It is true the press has taken a few design wins and said, hey, look at that.

And you know, that's great, it's almost helpful for us to have a few of those where people try that out and see that being their own system integrator, where they say, okay, I've got this, how do I get the active directory?  How do I get the software update piece?  How do I get the different applications?  And they see, you know, various things about the intellectual property challenge that’ll come into that. 

I have no doubt that the best desktop and server value comes through our commercial products and the way we'll improve those products.  If you take the most extreme case in an IT department, the cost of the Microsoft licences is a tiny part of the IT budget.  You know, hardware costs more than software.  Communications cost more than hardware.  Personnel costs way more than communications.

And so what you have to do with software is you have to say, look, the savings and productivity you get by buying the software that's got the most commercial R&D in it and that this company's standing behind, what it saves you and what it improves in all those other elements make it an incredible value.  

Open source software has been around for over ten years now and I remember there was a free spreadsheet, you know, and people said, oh my god, what are you going to do about a free spreadsheet?  I can't even remember the name of it now.  Can you?  

There is lots and lots of free software out there but the basic proposition that a worker deserves the very best tools, you know, say it's a couple hundred dollars a year to give them the very best tools so that they can do their job most effectively, hey, if we're innovating in the right ways that is the simplest buying proposition there's ever been. 

We've always had discounts, we have discounts.  There's nothing new.  We've competed with free software since Microsoft got started.  You know, I didn't start Microsoft and say, oh, people love crummy software so nobody will ever pay for software.  You know, to be honest, there is way more ... you know what my toughest competitor is?  It's pirated software.  I mean, believe me, if you really look around you'll find way more pirated Windows than you will find open source software, way more. 

And can I deal with that?  Yeah.  Most people are honest, most people actually want decent software and they want to be honest, and so our business, you know, we've actually done okay.  I'm not coming here saying, oh no.  I it's a great business if you do the right things.

ALEX ZAHAROV-REUTT – FREE ACCESS MAGAZINE:

Hi, Alex Zaharov-Reutt from Free Access Magazine.  Will you be evolving the portable media centre into a competitor to the Sony PSP by putting a portable Xbox inside of it and also to compete with things like the iPod when they inevitably go to a video iPod?  Also with the Tablet PC 2005 will you be … can you drop the price of that, like, to match Windows XP so there's a greater adoption, so the manufacturers won't complain and more people are using Tablet PCs?

GATES:

Yeah, Tablet in particular we’re bringing the licensing for Tablet Windows to be the same as Windows Pro.  It wasn't much more, I think it was fifteen dollars more or something like that but we're bringing it down somewhat there.

The biggest thing we're doing on Tablet is working with the component suppliers like, of the digitiser and the screens so that the actual cost premium you pay to get a Tablet will be down more like in the hundred and fifty dollar range than the three hundred dollar range that it's been today.  

And then, of course, we have dramatic improvements in the software, a version of the Tablet Windows software coming out this summer, that is a very big deal as well as constantly having Office do a better job and now we've got three hundred ISP applications there. So we're very committed to that.  It's going to take time but Tablet will be the mainstream thing.  You know, when you have a portable device it will be a tablet.  

In terms of our Media Center device, you've seen us demonstrate – it's not actually shipping until the fall – a version that is a video media centre.  We don't know if Apple will come out one of those … assume that they do in the same time frame or later, so there'll be vigorous competition for the idea of being able to download the movies there.  

We're not putting game functionality into our Media Center.  There tends to be a huge compromise in terms of the quality of the game or the battery life or something like that.  So the Xbox focus is Xbox Live, Xbox software and a next generation of Xbox that will still be TV connected.  

Also the PSP, the way it does media it doesn't have a hard disc in it.  It assumes you're going to go and buy these, sort of, long sticks and plug those in.  We don't think that model works.  We think you want to take any video you can buy on the Internet and just download it flexibly and so what we've done with Portable Media Center is a hard disc approach.

NATHAN COCHRANE – THE AGE & THE SYDNEY MORNING HERALD:

Nathan Cochrane from The Age and The Sydney Morning Herald.  Over the years, Bill, you've had a chance to look at the various IT policies in a lot of different countries including Australia, who out of the major political parties at the moment do you think has the best IT policy, why, and what is still missing?

GATES:

Well, I'm not expert on the thoughts of the various political parties related to IT.  I think in most countries no party has tried to be anti-IT and the other one is pro-IT.  I mean, after all, you know, IT is wonderful stuff but you still have to have the right privacy rules and you still have to have, you know, make the trade-offs in the budget – how much IT you put into education versus other resources that need to go into educational activities.  

Yeah, I think every government has a notion that you should buy whatever software provides for the overall project the best value and not have some, you know, bias towards one type of software or another type of software.  And so fortunately it's not like, Microsoft is a partisan company.  In the United States many of our top people are promoting the re-election of Bush.  Many of our top people are promoting the election of John Kerry.  It's not something that the company takes a position on.

VAMOS:

I think just to add, from our work around Australia we don't get the sense that legislating towards any particular technology is a high priority of any government.

PATRICK GRAY – FREELANCE JOURNALIST:

Patrick Gray, freelance.  You mentioned before that you've developed the capability to develop a security patch within forty-eight hours and roll it out.  There are web sites out there maintained by security companies which have lists of Internet Explorer vulnerabilities on them six months old.  

The vulnerability used by Russian criminal syndicates last week to fleece thousands of people out of their identities was based on an Internet Explorer vulnerability that at least one researcher has claimed – a prominent researcher has claimed – was first reported to Microsoft in August 2003. 

When will Microsoft guarantee a certain turnaround time for security patches?

GATES:

Actually, the Russian exploit that just came this weekend, that’s IE-041.  I-041 was not reported in … honestly, otherwise somebody would have exploited six months ago.  The time to exploit about a year and a half ago was typically sixty to ninety days.  Time to exploit now we’ve seen anywhere from three to twenty-one days.  We haven’t seen a single case where there has been a six month time to exploit of a known security vulnerabilities.  I wish people were waiting six months to do the exploits.  

So, really understanding what was on that website, what it said, is it this vulnerability, we should have our experts talk to you.  But believe me, there’s been no six month wide open thing that has been there.  We pull through Windows update as soon as we see something as being visible and serious, we are now getting those things flowing out there typically in less than forty-eight hours.  

But the big difference, understand, is most people weren’t connected up to the auto-update system.  A year ago the percentage of Windows systems … let’s take consumer Windows that were connected to auto-update was about four per cent.  Recently, there was an episode called Sasser, where within twenty-four hours, we updated eighty million systems that were on auto-update and thirty million additional systems that were not on auto-update.  

And so, the thing we have to do is not only get these patches done very quickly, which our improvement is really quite phenomenal, we also have to convince people to turn on auto-update.  And the next version of update, which is an update of Windows, which is called SP2, it defaults both auto-update and the firewall to be turned on, and so you actually have to go out of your way to turn off auto-update.  You can do that if you want, but you’ll be going out of your way.  

And so, the issue is how quickly we get those things spread out there.

We can’t say that for everything that comes up in some big form that we’ll understand what’s vaguely being said and have it fixed in an exact period of time.  We will guarantee that the average time to fix will continue to come down.  

We have several hundred people who are on twenty-four hour availability to do this work. It is a phenomenal thing.  And if you track how we have improved over this last twenty-four months, you’ll see that we are absolutely doing our best on this.  And … you know, if you or anybody you’re talking to think there’s some way we can be doing it better, boy, are we interested to hear about it.

DAVID RICHARDS – DIGITAL CONNECT NEWS:

Mr Gates, David Richard from Digital Connect News.  If we look at the evolution of Microsoft, you started off on the desktop, moved to server and then delivered a spread of enterprise software to sit on that server.  We’re now moving in to the Media Centre environment and the smart house digital home market.

Do you see the evolution path being similar where you deliver Media Centre for the consumer to use and then deliver a server environment with enterprise software being control systems for lighting, control systems for automating security etc?

GATES:

Well, Media Centre today is a home server.  It’s the place you would take all your music, your videos and by having it on a PC then it’s available to all the screens in the house.  You know, you just use Wi-Fi, any speaker can output the music, any display can take, you know, TV shows or the recordings you have done.  So, Media Centre is our idea of the most powerful home server there.

We’ll have lots of services where we can monitor that for you - of course, the updated service is something we do that’s free – that connects up to that. But the idea is Media Centre is supposed to be very comprehensive.  And we’re constantly enhancing Media Centre based on things that people want to do in the home.

RICHARDS:

Do you see that moving to the Microsoft environment, with a very sophisticated control system environment?

GATES:

Well … yeah.  Yes.  Any pocket PC device or phone that has Microsoft software will be useable as a remote control.  So as you go in to the different rooms of the house if you want to select a different piece of music or you want to see who’s at the front door or … you know, see, you know, if your kid’s awake … you know, whatever, you will have the ability to do that. 

So all these pocket-sized devices will use these Web Service Protocols to connect up to the home Media Centre so you don’t actually have to go back to where it is to change volume, channel, music, whatever.

DAVID CROWE - Australian Financial Review:

David Crowe from The Financial Review.  You mentioned Expedia, earlier, a business that you got into and then quit when it wasn’t non-core.

GATES:

Sold.

CROWE:

Sold.  Why is search becoming a core activity for Microsoft? You’re up against Yahoo and Google, which in some ways sit above the technology layer that you provide. So, first up, what’s the strategy behind getting in to that activity and taking them head-on?  And secondly, what’s the time frame on getting that alpha version of a new search engine out this year?

GATES:

Well, we were in Internet search before Google was founded. And this basic idea of search it’s a very pervasive thing.  You want to search the web, you want to search your corporate network, you want to search your local machine and, in fact, sometimes you want search to work against multiple of those things – you want search to work against files, email, you want search to understand the structure of the documents.  

And the way search is done today is very low-tech.  That is, basically, you just take a bunch of words and you make an index.  You’re not actually understanding the documents and so some of the false hits you get are almost humorous.  A human would not make those mistakes because a human can understand the document.

We’ve been doing linguistic research for over a decade that actually lets us parse and understand documents and that’s where you can bring in the idea don’t show this person a restaurant if it’s not nearby, don’t show this person something about, you know, potato chips if they mean computer chips.  

And so personalisation, understanding local information, being able to parse in to the semantics of the document, being able to browse databases, being able to attach domain knowledge.  Say if I want to know if a flight is on time.  Generic web search today is actually terrible for that, but we should be able to look at your query and say, hey, that’s a flight number and give a response that’s basically just a direct answer to the question, not a list of random websites.

So search is in its infancy and search is something that you do when you're inside Word, when you're inside PowerPoint, when you want clip art, when you're confused about how your computer's working and you want help, that's a form of search that you want to go through but it's a bounded context. 

And so taking all the history of what you've done, what you like, what you're doing, taking these linguistic capabilities and making search about ten times better than it is today, we actually have more of the relevant activities than any of the other companies.  So we've been in the business, we're hard core about the business. 

Google is fairly unique in that they, like Microsoft, like to hire lots of computer science PhDs, and so the rate of improvement of both us and them will be highly beneficial to the consumer as we compete.  You know, it was that way in browsers, it was that way in lots of other things.  

We have several milestones with our search site.  In July the format of the site will change and so the quality of what you get and the way it'll look is dramatically improved.  It'll be later this year that we actually roll out what's entirely our own back end driving the search.  So starting in July there's significant improvements all the way through to the end of the year, and then, of course, you know, we'll keep investing in it after that.
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