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Visio Corporation
A Visual Adventure

"There are some praple who do not drow. They don't see a need for visuals, and
we could tell whom IRey were WReRr we were pitching our plan - their eves acruailv glaced
ower when we spoke. Then there were the peaple who conld see the power of visugls in
presentations, and we had them from the beginning. ™

- Jeramv Jaech

In Februarv of 1002, Vizio had been in busziness for littlea more than a vear. Visio's founders,
Jeremv Jaech and Ted Johnzon, had just completed a prototype of the first product, called
Mainlineg™. Their goal was to make a Windows-based drawing program that allowed zeamless
integration of buszineszs and technical graphics with popular buzinesscommunications programs,
such as spreadsheets and word procezsors. With the prototype successfully complated, it was time
to obtain the next round of funding, which would enabls them to complete their product and take it
to market.

Visio was not the first software graphics firm that Ted and Jeremy had foundad. Thev had
worked together for five vears at Aldus, the pioneering dezkiop publizhing software company that
they helped Paul Brainard launch in the mid-1980z. Due to the impact of Aldus Pagehlaker, Tad
and Jeremy had created a successful busineszs with Aldus. It was time to tackle 2 new challenge:
how to radicallv expand the markst for drawing software for buziness profezsionals.

Jeremv and Ted wanted Visio to create the industryv standard for do-it-vourzelf business
graphics sofiware. If a manager or business profezzional wantad to illustrate a memo with a graph
or picture, Vizio wanted to help her to do that easzilv, without having to rely on a graphics
departmeant or specializt for support.
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The Market Environment for Visio's Products

In 1902 graphics production departments ran a variety of disparate programs. The ountput
from theze programs needed to be combined to make the final verzion of reports and presentations.
For example in many organizations, Aldusz Pagehiaker waz used to do page layounts. AuteCAD
was usad for engineering drawings. Microsoft Excel or Lotus 1-2-3 was uzed to make graphs, and
Microsoft Word or WordPerfect was used to create text. Whatever could not be done with these
programs: was done the old-fashioned, inexpenzive wav, via pencil and paper. Mozt graphics
production departments were staffed by people zpecifically emploved for their skillz either running
theze specialized programs: or creating thesa documents by hand.

The Visio drawing program introduced drag-and-drop drawing building blocks, which
enabled a user to click on an image with 3 mounsze and then put the image in place on the page. Mo
other program gave users the freedom to draw zo intuitively. Vizio's competitors required users to
learn to draw "their wav" before being able to produce simple graphics. For more details about
compeating software programs, see the Fisie Corporacion Busimess Plan, Jaruary 31, 1992, in the
Exhibit.

Designing Visio Products to be Compatible with Microsoft Windows

At the time Vizio was created, office PCz were fairlv evenly divided betwesn thoze running
D05 with Windows and those running DOS without Windows. Visio was betting that because of

itz eaze-offuse, Windows would become the dominant operating system. Accordingly, Visio's
produciz were desizned to be com patible with hMicrozoft’'s Windows operating environment.

Vizie did not compete with anv products Microzoft was offering in 1992, Ted Johnson
percelved Microzoft as an informal ally

“We want our products to fit on top of Microsoft's products. We want to be collaborators
with Microsoft. Wea believe our physical proximity to Fedmond and our positive attitude will
enable thiz type of collaborative relationship.”™

Making the Case for More Money

In 1091, TVI, a venture capital firm, investad 5300000 in Wizio. That wasz Visio's first

official round of financing - the company's zeed capital of 3120,000 came diractly from the founders
in 1990,

After TVI invested in Visio, John Johnston, a TVI partner, bacame their advisor in the guest
for a second round of financing from venture capitalistz. Bafore going to Silicon Vallev, Johnston
scheduled zeveral luncheons with prominent Seattle investors for Jeremy and Ted. He wanted the
Wizio founders to hone their prich at these informal local luncheons and learn what kinds of
guestions to anticipate from the Sand Hill BEoad venture capitalists (VCz) thev were courtng.
John:ton wanted to be sure the business plan was bullet proof and that the pitch contained all the
appropriate information about Ted and Jeremy’s vision of the future of businezs compuiing.
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Tha weeks prior to Ted and Jeremv's appointments with potential VC investors were spent
revising the buziness plan and rehearsing the prezentation. One week before heading down to Sand

Hill Road, Ted and Jeremy went through a dry run of their presentation with John Johnston. John

watched intently, listening for anv rough spots in the pitch that needed to be smoothed over, or any
loophols in their logic that needed to be clozed. The prezentation had to convince the VCs that Ted

and Jeremy had accurately defined a high-potential market designed a product with a clear
advantage over competitors, and formed a team that could exploit the market opportunity.

Their presentation wasz smooth and well timed, each co-founder plaving off of the other's
delivery. Ted was an energetic tachnical wizard who knew what everv line of code should look like;

Jeremv, a thoughtful tactician who understood what kinds of applications busineszes wantad.

Maverthelesz, the pitch didn't overwhelm John, He dacided Visio needed a faw mora times up at bat
to score, 50 he picked up the phone and called half 3 dozen more potantial investors in Silicon
Wallay.

Jobhn began explaining Visio's business idea to a potential investor on the telephone. Ted
and Jeremv lizstenad quietly az John asked the VC to commit to 3 face-to-face meeting:

JOHMNM: I've got a couple of entrepreneurs, whosze last job wasz co-founding Aldus with Paul
Brainard. Thev have developed the prototvpe of an easvic-uze drawing program that will

allow people like sales manager: and engineers to illustrate their reports, memos and
propozals with diagrams, graphz and schamatics.

Jobhn pausad as he listenad to the investor...

JOHN: OK, here's what makes their software unigue. With thiz program, people with no

graphics arts training can create profezsional graphicz to enhance their buziness
communications. For exampls, zale: managars can make two-dimensional pie charts sthowing

where their reps spent their travel and entertainment monay - a small orange weadge for lunch
at McDonalds, and a big blus wedge for an upgrade to first clazs on American Airlines.

Again, a2 pauze whils John liztenad..

JOHMN: Thev call their business, Vizio.
Another paunze and a little grin...

JOHWM: The reason that the busineszz graphics zoftware market iz so small at the moment iz
because the current drawing programs all require a long learning curve for a nzer to come up to
speed. Az a result, only a select few have figured ouwt how to uze graphics in their
communications.  Vizio's market rezearch indicatez an overwhelming demand for a
mainztream drawing application that doezn't require much time to l2arn how to uze.

John nodded vigorously ... and leaned back in his chair ...

JOHN: Currently there are onlv hard-core programs: available. Mo one elze is putting it all

together. Vizio has the chance to creata a new market -- graphics softwara for peopls who can't
draw. Their product will become an industry standard, with the potential of eventually finding

Itz way on to every desktop —just like spreadzheet: and word-processing programs.




