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Will Butterfly Help IBM Gain
ts Competitors!?

Ground Against |

Continued From Page Bi

IBM’s plans for a slick TV ad campaign
touting the machine. The shortage also
leaves an opening for rivals. Compaq Com-
puter Corp. and Dell Computer Corp. both
plan comeback bids in the segment this
year, and also-ran Digital Equipment
Corp. has a slim new model that may fare
well against the Butterfly.

And as IBM manages to meef all
demand for older models in the lightweight
line, it may face an unkind contradiction:
Older ThinkPads could seem less appeal-
ing now that they're easier to get. ““That’s
one thing I think about when I consider our
ThinkPad inventory,” says John Mec-
Kenna, president of distributor Entex In-
formaticn Services Inc. of Rye Brook,
N.Y.

With the supplies of color screens and
other key components improving, more-
over, the market is ripe for steep price cuts
this year, which could damage- ThinkPad
profits. ““The best way to move things out
is to slash prices,” says Art Merkin, direc-
tor of PC systems for distributor Merisel
Inc. of El Segundo, Calif, “It's going tobe a
fun year, and the consumer will benefit.”

What's IBM to do? The computer giant
can't risk losing its ThinkPad franchise,
one of the few bright lights in its struggling
PC division. The unit lost a stunning $1
billion last year on sales of $10 billion, but
the ThinkPad line fared exceptionally
well, posting an estimated $2 billion in
sales and higher profit margins than the
rest of IBM’s PC business.

IBM says that it realizes the risks and
that pushing new features is the only way
to stay ahead. People who have seen the
Butterfly are enthusiastic. “It's going to
create a stir in the market,” says analyst
Bruce Stephen of International Data Corp.
in Framingham, Mass.

The *‘subnotebook’ market has disap-
pointed many users because screens and
keyboards have simply been too small.
IBM's newest model splits a full-size key-
board in two parts diagonally to let it fit
inside a 9.7-inch-wide case, two inches
narrower than its larger ThinkPad
brethren. When opened, the two halves of
the keyboard slide together into one piece,
overhanging the case’s edges.

Unlike the TrackPoint, which IBM has
licensed to competitors, Big Blue plans to
keep the Butterfly keyboard to itself.
Mr. Claflin says IBM assumed that rivals
would copy the TrackPoint, so it wanted to

receive royalties for it. But IBM has
applied for a patent on its keyboard,
developed by IBM's research labs and
tested with 25,000 openings and closings by
a robot.

Even IBMers, though, concede the
folding keyboard alone won't be enough to
keep the ThinkPad humming. Next is a
ThinkPad that can be used on an overhead
projector to present computer-generated
presentations on a wall. Due out by mid-
year, it will have a special panel that can
be taken off the back of the lid, revealing
the slate of glass at the heart of all portable
screens. Users will bend down the lid and
place it atop an overhead projector, allow-
ing the projector’s light to shine through
the image on the computer screen.

Also in the works is an improved Track-
Point that would allow users to “‘feel” the
edges of the windows and other graphics
on the screen through vibrations in the
fingertip device, much the way a car’s
steering wheel jiggles over different road
surfaces.

IBM is also working on advanced mo-
dems that would allow one ThinkPad user
to talk to another over the phone at the
same time they share on-screen data. And
it’s trying to improve wireless data-trans-
mission technology so that users can send
and receive electronic mail without con-
necting the machine to a phone line.

IBM also plans to address a ThinkPad
weakness this year by introducing more
low-cost models, including some that use
the company’'s vaunted ‘“‘active-matrix”
color screens. The Butterfly will be rela-
tively costly — about $3,800 to $5,650 de-
pending on features.

IBM’s Mr. Claflin contends his com-
pany has the size and research depth to
advance the basics of laptop design, pro-

life, larger screens and slimmer cases.
“We have so many dimensions we can
innovate on,”” he says. “Idon’t see any end
to it.”

But competitors are right behind IBM.

Every major PC maker — and a growing -

circle of second-tier companies — is press-
ing hard in the portable market. Dataquest
Inc. analyst Michael McGuire warns: “T
see some real serious competition coming
for IBM."

Jamesway Fébruary Sales Slipped

SECAUCUS, N.J. — Jamesway Corp.
said February sales, excluding a leased
department, totaled $30.8 million, down
from $35.2 million a year earlier. Same-
store sales fell 9%.

viding lighter weight, improved battery - :



