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1. INTRODUCTION 

Today, Microsoft is a dominating, and some may say domineering, leader in multiple industries. Microsoft is listed in the Fortune 100 and has amassed an impressive portfolio of resources, alliances, global operations, customers and critics. Its main competitive product has been Operating Systems. Microsoft appeared a massive success by rolling out its Operating System all over the world. Microsoft achievement relies on its creative ideas and well-organised strategies. Technology has shifted beyond the PC, to phones, PDAs, televisions, wireless internet and other seamless connections, that is why Microsoft has diversified product line. One of it’s the newest and the most interesting area is Entertainment and Devices Division. 

2. COMPANY OVERWIEV 

Microsoft Cooperation is a global operation, a software empire. The company was established in 1975 by Bill Gates and Paul Allen. Company revenue is 58.437 billion US$ in 2009. Advances in information and communication technology made Microsoft a global company in the world. It is always interested in different places where technology and innovation are needed and demanded. 

Microsoft is the largest personal computer software company in the world, with products like Windows, MS Word or MS Excel it has conquered 90 percent of the computer market users around the world. It has expanded from developed countries such as the US and UK, to emerging economies such as China and India. 

Microsoft has been developing its products by using English language version. By changing a social and cultural environment, the company consider about the language adaptations as it launches the international area to focus on its foreign customers. Although the adaptation was really expensive, we could see that the company made many agreements to keep the market reserve in the countries where have huge growing population such as China. (Cruz, 2006) 

Microsoft’s intangible resources lie in its reputation and brand. The Financial Times ranks Microsoft just after Coca-Cola, as the number two most valuable brand name in 
the world (Grant, 2002) and Harris Interactive lists Microsoft as one of the top ten “best brands,” along with Sony, Ford, and General Electric (Taylor, 2001). Additionally, Microsoft’s reputation is another of its strongest resources. PR Week notes that Microsoft actually ranks number one in terms of media reputation, including factors such as emotional appeal, vision and leadership, social responsibility and financial performance (Calabro,2003). Additionally, Fortune ranks Microsoft as the number three most admired company in the world. (Company Capsule,2003). In June 30, 2008 the company has taken place number one in computer software industry. (Fortune 500) 

Primarily because of its reputation for excellence, Microsoft has succeeded in attracting the best employees around the world. It`s employees are educated, dedicated and committed to their company, and this loyal and intelligent employee base is a very strong resource for Microsoft. 

Microsoft’s culture is an additional intangible resource. It can be described as casual (The Student’s Guide, 2001), fun, team-oriented and intense. Employees are valued for their contributions (Vault Reports, 1998) and “pride themselves on being hardcore; on believing fully in the firm’s vision for technology in the future and on being ruthless in competing with those who would block that vision” This makes Microsoft diversify. Such a highly dedicated workforce, developed through a strong culture and identity, “represents a significant competitive advantage” (O’Reilly, 1989, p.17). Company’s corporate vision is that “Empowering people through great software – any time, any place and on any device.” (MSFT Annual Report, 2008) 

Microsoft employs dedicated to long-term future focused research, investing %14, respectively, of revenue for very year in research and development (R&D) activities. Bill Gates commented, “Without basic research, we cannot create the technology foundations for future generations to build on.” (Bill Gates and Microsoft Research, 2001) It is shown that Microsoft is using its entire R&D to develop a powerful product with high technological level and original style. Its main facilities of R&D are located in United States and around the worlds, including China, Denmark, England, Denmark, India, Ireland, Canada and Israel. (Microsoft Annual Report, 2008) India has become the second hottest investment spot in the world only after China. India is the largest democracy and the tenth largest economy in the world. It is also fast emerging as a key one stop destination for games development. 
Microsoft has expanded into markets such as video game consoles, mobile devices, and digital music players for enlarging market share and diversification. Generally, Top Microsoft Corporation Competitors are Apple Inc., Google Inc. and Oracle Corporation. By the large, Microsoft has not many competitors in this arena but they are strong. 
The enterprise software industry is highly fragmented and intensely competitive; therefore shakeout is inevitable in the next few years (Porter’s Five Forces). It is also a growing industry, that is growing even quicker than many industry analysts initially predicted. Microsoft’s strategy will need to involve not only how to compete in such a fragmented yet attractive industry, but also how to survive when the shakeout occurs. 

3. MICROSOFT`S GROWTH STRATEGY 

Microsoft has diversified into a number of areas in order to mitigate market saturation, as well as to achieve market power. Its expansion paths went in four directions: languages, applications software, operating systems, and consumer products. Each expansion path established a new position for future expansion. Microsoft competes in multiple industries, due to its diverse product line, including: desktop platforms, productivity software, internet access, video game consoles, mobile devices and music player. 

Microsoft started with the Operation Systems business, and then it expanded its business into software applications, Internet Browser, database system and many, many more. As a related diversification, video game consoles are particularly interesting. Gaming industry is a huge and growing industry. In order to secure the its home consumer market and block potential competitor in this area Microsoft entered this market. Microsoft has got new opportunities outside its core product. 

Xbox Development: Microsoft introduced their first PC game, Age of Empires, in 1997. Because of the success of the Age of Empires series, Microsoft decided to completely enter the gaming industry. (PlanetXbox, 2009) This game console was first released on November 15, 2001 and the best selling game was Halo 2 selling 8 million and the accessories were Xbox Live, DVD playback Kit, Xbox music mixer. The Xbox was the first Microsoft game console, it could play good graphic games and all 3D the Xbox was also only played CD , but also had a built in small hard drive, because it was small it had memory card slots as well, two on each controller. 

The Xbox 360 has developed form the Xbox like it has a built in DVD player, wireless controllers and built in hard drive. The Xbox 360 has the best and fastest internet but this will change because it will go FREE but will be the same as PS3 (PlayStation 3) internet. Microsoft takes place lower market share than its competitors are Sony and Nintendo. It has been stealing market share from Sony indeed. After entering the game industry, sales of Sony PlayStation 2 decreased and besides new potential customers are attracted before getting PlayStation 3. 

Zune Development: Creating music software niche product, Microsoft interestingly entered into music markets. In 2001, Apple announced iPOD Classic digital music player and soon iPod became market leader in the music players by sharply increasing. Microsoft entered into the music market with Microsoft Zune, which could not show success in the market as well as Apple’s iPod. Zune has to compete efficiently with more unconventional, ‘cool’ iPod sub-brand of Apple. This unsuccessfulness has been announced that was not the big focus for the company. 

Windows Mobile Development: Microsoft is a relatively newcomer in the mobile software platform market but has managed to achieve substantial growth with the windows mobile platform. As a general mobile software platform, Windows Mobile is tailored for PDAs (Personal Digital Assistances) and cell phones or smart phones. Internet and mobile phone industry have changed the way of people`s communication. Mobile internet is getting more and more popular. Of course there are a big number of people who can’t afford use internet on their mobile phone or they are just not interested in it. But anyway, new technologies let us enjoy different services and entertainments. I mean mobile devices could be golden opportunity for Microsoft as next generation of mobile phone will be future of computer. Windows Mobile 7, which is latest upgraded product, will be released in 2010. “Windows Mobile 7 will incorporate elements of Windows Mobile 6.5 (Homescreen), and Zune, namely the Zune HD”. (Patel, N. ,2008) Windows Mobile is taking third place, behind iPhone and Blackberry. (Information Week) 

Figure1: The onion model of Microsoft of product composition 

The marketing make-up of a product can be described in a term of an onion. Each layer of onion model adds additional features and provides further benefits to Microsoft’ basic core products. 

Microsoft entered the enterprise software industry in 1993 with the introduction of Windows NT, and has since grown their enterprise software division into Microsoft Business Solutions. Microsoft’s products in this arena include: Windows Server, .NET, SQL Server, developer tools, integrated business software applications and consulting services. Microsoft bases much of their enterprise software on their .NET infrastructure, “which is designed to facilitate a simpler connection of disparate systems and improve integration with external Web services such as credit checking, analytics and marketing automation services” (ASP News). 

Microsoft launched Windows 7 on Oct 22, 2009 the latest product of the Windows operating system. By comparing with prior releases, Windows 7 is more secure. It focuses on performance improvements. Windows 7 is a improved version of previous one is Windows Vista. On productivity side, the developers claim that windows 7 is optimized for working even on net books, most of which now come with a new processor. Testers agree that Windows 7 is really loading up quicker and works better in terms of speed. If installed on SSD drive, it overruns Vista by miles in using processor. (Gates, B., 2008) 

On the other side, one of the new products is internet explorer 8, was released on March 19, 2009, which has a wide variety of tools and abilities. These combine to create a browser with many functions compared to some of its rivals (such as Google Chrome.) Its previous version was slower than competing browsers. This can make browsing take longer and be more boring, and also was less secure than Opera and Firefox, Linux. 

It is seen that basically Microsoft`s ongoing growth strategy is that targeting new lines of business, such as video games. Its product line strategy is to be leader, follower, innovator, niche player, etc. Microsoft believes that it has extended its market power through this diversification and that it will achieve higher revenues in the future, as PCs become less popular. 

According to Gates, diversification is a logical progression from where Microsoft has come. While varied, their product lines and divisions have a common linkage which answers the question “What business are we in?” (Grant, 2002, p. 479): empowering and enabling consumers through the use of technology. 

Microsoft’s divisional portfolio is a carefully managed balance of products which includes some that are weakening (such as the Xbox), others that are growing (such as Business Solutions), and still others that are stable “cash cows” (such as the Microsoft Office products), which help to feed the others. 

The enterprise software division, Business Solutions, can be considered a “star” according to BCG`s matrix. The division has grown quickly and is poised to continue to grow, especially with the support of Microsoft’s other existing product lines. 

This diversification has made Microsoft more attractive to investors ever since the antitrust ruling (Kawamoto, 2001), and as long as Microsoft utilizes its resources and capabilities in new areas, and continues to manage them appropriately, diversification will continue to be a winning strategy for the company. 

4. STRATEGIC RELATIONSHIPS 


In general, technology requires the use of cooperation between companies. Because technology changes so quickly, standardization is a very important aspect of cooperation. If a company were to create a great product that was unique and did not interface with any other technology, it would be useless. Standards allow for consistent development and let customers know that what they are purchasing will interface with other products. 

For example, Microsoft’s .NET Framework and the collaboration between IBM and Sun Microsystems on Java in the web services arena is the latest technology. Two-thirds of all software is distributed using one of the two technologies. .NET and Java use Extensible Markup language (XML) is maintained by the World Wide Web Consortium (W3C). Both Microsoft and the IBM/Sun Microsystems collaboration work with the W3C to shape what new XML standards are. (Computer Software Industry) 

At times, the use of deterrence and commitment within the industry are commonplace. Companies use licensing, compatibility issues in the power play to shut out others from making claims of market share. For example, several years ago when Microsoft prevented Netscape Navigator from shipping with newer versions of the Windows operating system, they were deterring consumers from using Netscape’s product. Also, when Microsoft did not include the Java Virtual Machine (JVM) in Internet Explorer, they were deterring consumers from using it and promoting the use of their own Active-X technology. For deterrence to be effective, it must be backed by commitment (Grant, 2002). Both Microsoft and the IBM/Sun Microsystems collaboration have committed to the future of web services. Since both groups are so powerful and they have each staked their claim in the web services arena, there will most likely be no new competitors entering with a new technology to compete with web services over the next few years. 

Strategic alliances are “ unique organizational structure[s which] enable cooperation between companies” (Gomes-Casseres et. al, 2003). They help to spread risk, mitigate costs, and shape future opportunities. In today’s highly specialized, yet also seamless, competitive landscape, alliances have become a necessity (Doz and Hamel, 1998). Microsoft maintains many partnerships and alliances to help further its goals. 

In the enterprise software arena, Microsoft maintains four significant alliances: IBM, Fijitsu Seimans, Citrix, and HP. Each provides co specialization benefits for both Microsoft and the partner. Microsoft’s Business Solutions group explains that “the decision to work closely with these companies is based on IBM as the world’s largest information technology company, Fujitsu Seimans` powerful commitment to the mid-size market, the outstanding products from Citrix, and HP with their unique and extensive IT partnership experiences”(Microsoft Business Solution Partners) 

• IBM: The alliance with IBM allows Microsoft enterprise applications to run on IBM servers. For customers, the benefit of the alliance is that “all parts of your solution hardware, software, and middleware will install quickly, start up easily, and run reliably.”(ibid) Throughout the 1980's Microsoft collaborated with IBM to create the first mass-market phenomenon in the computer industry this was based on the open availability of chips, parts and the MS-DOS operating system. 

• Fujitsu Seimans: This alliance means that Microsoft solutions are tested on Fujitsu Siemens PRIMERGY servers, allowing IT consultants to meet their customers’ needs regarding performance, availability, and security. 

• Citrix: The combination of Citrix and Microsoft Business Solutions can streamline a customer’s organization by giving the entire enterprise access to business-critical information, enabling central administration and reducing the costs associated with reaching remote sites.(ibid) 

• HP: This alliance has succeeded in jointly developing the HP AXAPTA Sizing Tool. 

Additionally, Microsoft maintains an alliance with Dell which is designed to help “businesses reduce the complexity and cost of deploying a server based environment” and to “create a comprehensive and integrated set of distributed computing services” using both Dell and Microsoft technologies (Dougherty, 2003). 

Microsoft and Nokia announced an alliance will bring a mobile version of Microsoft Office onto Nokia smartphones. for the future of mobile productivity. (Kolakowski, N.2009) “With more than 200 million smartphone customers globally, Nokia is the world’s largest smartphone manufacturer and a natural partner for us,” said Microsoft Business Division President Stephen Elop, and added that “our strategy to provide the best productivity experience across the PC, phone and browser.” Through this alliance, they can compete against Research In Motion (RIM) makes Blackberry lines, and Apple created iPhone. The relationship with Nokia, Microsoft is able to meet customers demand, and to reinforce the future business strategy. 

In addition to alliances, Microsoft has made a number of acquisitions to further its role in the enterprise software industry, including Navision and Great Plains. Microsoft Business Solutions has a stated strategy: “To be the leader in providing high value interconnected business solutions to small and mid-market businesses through a global network of partners dedicated to lasting customer relationships.” (Burgum, D., 2002). They have surmised, therefore, that to achieve market leadership, they must establish strategic partnerships. 

Microsoft's first acquisition was Forethought`s PowerPoint presentation software in 1987, which would later be known as Microsoft PowerPoint. Through its acquisition of Vermer Technologies in 1996, Microsoft expanded into the market for software to create Web pages. Microsoft continued its expansion by acquiring WebTV to expand into the market for internet access via television. 

Microsoft entered the gaming industry with the introduction of Xbox hardware through the acquisition of Ensemble Studios Inc. in 2000. Microsoft views this as a strategic move to compete against Nintendo and Sony, and also to encourage more sales of PCs. Microsoft is ongoing growth strategy also includes targeting new lines of business, such a s video games, through its Xbox console, and media, through its joint venture with NBC to create MSNBC. 

Microsoft completed its acquisition of aQuantive in 2008, an advertising company, was purchased for $6.333 billion, Microsoft's largest acquisition. It is expected that this moving will develop its advertising business, and also next generation advertiser and publisher solution will be supported. Mobile operators are provided for Microsoft by its acquisition of Danger.Inc. is a software service company. (Microsoft Annual Report 2008) 

To be partnership and strategic alliance with computer manufactures also bring to opportunity for Microsoft such as Apple. The most important point is that Microsoft set up strategic alliances to have an achievement opposite the Macintosh computers and Macintosh’s operating system. Microsoft also became strategic alliance with Intel that have such a huge computer hardware market on Macintosh OS. It was a good opportunity for Microsoft when the computer market was stopping the PC hardware market becoming a commodity. 

5. CONCLUSION 

By staying true to their vision of empowering and enabling consumers through technology, Microsoft has become a strong competitor in the enterprise software industry. Their strategy of divisionalized management, hedging through investing in multiple businesses, and focusing software on small and mid-markets has succeeded, and these strategies should be continued. When combined with the recommendations below, Microsoft will become a formidable force, and thus survive an eventual shakeout. While most likely not dominating this industry as they have in desktop software, Microsoft will be able to leverage their core competencies into a key advantage against their competitors. 

6. RECOMMENDATIONS 

Taking all these into consideration; 

While investing in growth, Microsoft must acknowledge its weaknesses and work to manage and minimize them. Significant weaknesses related to security must also be managed. As technology becomes more seamless, and as devices outside of the PC are used more extensively, consumers are becoming more concerned about security. 

It is recommended that they continue to compete in this industry while sustaining its competitive advantage and brand equity. 

By creating demand, investing in competitors, innovating and going global, Microsoft will invest in growth. A further strategy is to continue to enhance current applications so that current customers become future customers through product upgrades. 
Also, it is recommended that Microsoft strategically focus on smaller niche companies that provide products in areas. 

Microsoft should continue their tradition of innovation, especially through NET. Some suggestion could be that creating an educational version of their enterprise software products that can be licensed to colleges and universities. Another one could be that developing enterprise software that is not platform dependent, so that Microsoft solutions can be used on multiple systems. “This is can be used any place, anywhere, and on any device.” (Microsoft`s Vision) 

Develop enterprise software that can be viewed on PDAs, phones, and other mobile devices. By building this functionality into business solutions, Microsoft will be able to take one step further to their vision. Mobile devices could be golden opportunity for Microsoft as next generation of mobile phone will be future computer. Microsoft should focus on it. 

It should also continue entering into alliances with other vendors that allow both partners to maximize the benefits. 

Microsoft should be careful not to forget its core competencies for the next generation of Video Game consoles, which has been working so far. In order to be overall successful, Microsoft should focus on 3 strategic dimensions: corporate, competitor, and customer. Therefore, the future of success lies in the continuous innovation, adaptation of the right standard, exploitation and expansion of existing R&D, strong brand, and partnerships. 
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APPENDIX 1 : General Aspects of Microsoft Cooperation | 


| Microsoft Cooperation | 
Type of Company | Public Ltd. | 
Founder(s) | Bill Gates and Paul Allen | 
Date of Established | 4 April 1975 | 
Centre of Operations | Washington-USA | 
Trade/ Industry | Computer SoftwareComputer HardwareResearch and Development | 
Target Market | Small-Medium BusinessHome Computing | 
Product | Microsoft Windows Operating Syst.Microsoft Office (Word, Excel, PowerPoint, Access)Microsoft Services (CRM)Development Tools (.NET Platform, SQL Server.)Microsoft Zune (music player)Microsoft Hardware Devices (Mouse, Keyboard, Camera) 
Games& Xbox 360 
Windows Live 
Windows Mobile | 
Market Capitalization | 169,72 billion US$ (Feb,2009) | 
Sales Revenue | 58.437 billion US$ (2009) | 
Employees | 93,000 in over 100 countries (2009) | 
Web Page | microsoft.com | 

APPENDIX 2: Porter’s Five Forces | 

* Industry rivalry: HIGH. First, there is a high concentration of competitors within the industry. Second, the companies within the enterprise software industry are very diverse. Third, there is considerable product differentiation within the industry. Fourth, considerable variation in price exists within the industry and there is a significant amount of price competition. 
* Threat of New Entrants: LOW. First, the capital requirements to enter the industry are very large. Second, in general, the companies have already achieved absolute cost advantages because of the length of time. Third, there is considerable product differentiation within the industry. The major companies have very strong brand names and tend to invoke strong customer loyalty. Lastly, knowledge and existing intellectual property are important components of competing in this industry, which inhibits new entrants. 
* Threat of Substitutes: LOW. The old way of maintaining and sharing company information was manual paper archival systems or printed reports from separate databases. The modern way of connecting all of a business’s information requires enterprise software. 
* Bargaining Power of Suppliers: LOW. The main reason is because there are few suppliers with whom the companies must negotiate. 
* Bargaining Power of Buyers: LOW. First, the concentration of buyers is growing quickly; however, they are a very diverse and non-unified group, because they all have different backgrounds and needs. Second, more companies are deciding that software is a necessity for their business. Therefore, they are often willing to pay the going rate 

APPENDIX 3 : BCG MATRIX | 


STAR Enterprise Software – 18% of Revenue | QUESTION MARK All other divisions andproduct lines – 14.8% of revenues | 
CASH COW Desktop Software 66% of revenues | DOG Consumer Commerce 0.86% of revenues | 
High Rate of Growth 

Low Rate of Growth 
High Market Share Low 


• Microsoft’s cash cow is its desktop software, which includes Windows OS and MS Office. While it is producing the vast majority of cash, its annual growth is slowing, and Microsoft is beginning to look for other product lines and divisions. In order to milk this cash cow, Microsoft introduces constant updates and adaptations to the products in this area. 
• Microsoft’s dog is its consumer commerce division, which includes Xbox, MSN, and Web TV. Microsoft has significant competitors with regard to these products and is not faring well. 
• Microsoft has a significant number of question marks such as the new Tablet PC, which can be grown into stars and used to hedge other areas. 
• Microsoft’s star is its enterprise software division (Business Solutions). This division competes in a fast growing industry and is generating substantial cash for Microsoft.

