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[bookmark: _Toc152946597]Executive summary
This report introduces Microsoft, their strategy, and the importance of strategy in business to prosper through resilience. It applies SWOT and PESTLE analyses to establish Microsoft’s internal and external parameters and external influences, including its strengths and weaknesses, how they prepare for threats and find opportunities to use as a basis for a formulating a strategic plan for the long term. An application of Bowmans clock has been used to identify Microsoft’s strategic approach to market positioning, as well as a stakeholder analysis to aid engagement priorities with relevant parties and assess their importance.  
[bookmark: _Toc152946598]Introduction
[bookmark: _Toc152946599]Company background
According to Sivakumar, friends Bill Gates and Paul Allen founded Microsoft, originally Micro-soft, in 1975 through a shared love of computers and the arrival of the first microcomputer, when they wrote their first product, BASIC (2023). Sivakumar continued to explain that Microsoft grew quickly, making its first million dollars in 1978, but as Zachary and Hall tell us, the major breakthrough came in 1980 when the International Business Machines Corporation, IBM, asked Microsoft to produce their essential Operating System software, which they purchased elsewhere, modified and renamed MS-DOS, which by the 90’s sold over 100 million copies (2023). Whilst this was happening, Businessprofile tell us, they also released the first Version of Windows in 1985 as a Graphical User Interface, GUI, for MS-DOS, in 1990 they launched the Microsoft Office suite, and with the funds available from their IPO in 1986, making them billionaires, they continued to expand opportunistically and innovatively with such things as computer networking, games machines, and more developed and up to date software’s such as Outlook.com, Office 2007, Windows 11 (2023). Microsoft’s early dominance in the tech industry was undoubtedly due to their passion for computing and riding the technological wave successfully made them, as Arits put it, the Dominant player in the industry, however, competition necessitated strategy change and Microsoft’s adjusted approaches re-secured their place as “a leading tech company” (2023).
[bookmark: _Toc152946600]Objectives of report
This report Investigates Microsoft’s environment, both internal and external, as well as utilises theory-based strategy tools to identify their position in response to those environments, also identifying threats or opportunities that may present. This will be undertaken through the use of SWOT and PESTEL analyses and will be accompanied by application of Bowmans clock framework to identify suitable strategic position, as well as a stakeholder analysis to show how the organisation should interact with the parties it involves and causes effect, or stakeholders. This Report will conclude with the identification of Microsoft’s strategy feeding parameters based on the analysis within.
[bookmark: _Toc152946601]Strategy (definitions & purpose)
Strategy is “about making the choices necessary to distinguish an organization in meeting customers' needs.” (Porter & Lee, Why Strategy Matters, 2015) and is “the direction and scope of an organisation over the long term: which achieves advantage for the organisation through its configuration of resources within a changing environment, to meet the needs of markets and to fulfil stakeholder expectations” or “the long-term direction of the organisation” (Johnson, Scholes, & Wittington, 2008). This tells us that a strategy is important to a business who, as are dependent on customers, must devise a plan to fulfil customer needs, and those of the stakeholders, in order to successfully fulfil their own goals with a long-term view. It also tells us that these plans, or strategies, can change and, as adapted from Lindblom’s incremental strategies (1959), Mintzberg introduced the term ‘Emergent’ strategies that are formulated as perspectives change and strategies adapt opportunistically or to mitigate (1990). 
Microsoft tell us their goals and how they want to achieve them through their mission and vision statements:
Mission: “Empower every person and every organisation on the planet to achieve more” (Microsoft, n.d.) .
Vision “to help people and businesses throughout the world realize their full potential.” (Gregory, 2023)
Whilst Johnson et al. give us four levels of strategy, Corporate-level, Business-level, strategic business unit and Operational, for understanding how different strategies can be applied at different levels of business (2008), it is tools such as Mintzberg’s five Ps that help define approaches so that an applicable strategy can be formulated. These five Ps are Plan, Ploy, Pattern, Position and Perspective (1987) and in order to achieve this for a business, it is, as previously stated, of importance to understand everything about an organisation. Although the five Ps won’t be used in this report, it of noteworthiness to mention Mitzbergs approach is one of many such tools, such as Ansoff’s Corporate strategy matrix (1968), and Porters Value chain (1985). 
To Gain Mintzberg’s Perspective, the selected tools selected for this report will include Bowmans’s clock, which is an alternative approach at viewing Porter’s strategies, allowing for perspective upon the different positions within the market (Faulkner & Bowman, 1995). Andrews’ SWOT analysis (1971), which, according to MindTools, is a method for assessing a business’ Strengths, Weaknesses, Opportunities and Threats, both internally and externally (n.d.), will also include a PESTLE analysis, where the influences upon an organisations Political, Economic, Sociological, Technological, Legal and Environmental factors are studied (CIPD, n.d.). Finally, a stakeholder analysis will also be used in the form of a matrix, as, according to Freeman, stakeholders are groups of individuals on whom the business’ success depends on maintaining good relations (1984), which aligns with to Hoory and Bottorff’s reasoning, that it is used in order to identify the people you need to engage with, and to what extent, about your organisation (2022). 
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The early days of Microsoft, as Sivakumar told us above, were focussed on interests, abilities and opportunity in new technologies (2023), however Microsoft’s strategy has been forced to change over recent years according to Artis, whereas competition rose in their strategic areas of Mobile devices, Search and advertising, Social Media and Cloud computing with companies such as Google and Apple, it is clear that new leadership under Nadella re-strategized and continued to do so as adversity threatened the business (2023). Microsoft today has a strategy that relies on the following areas:
· Innovation, or as Goel tells us, Reinvention of business processes and how they create productivity, with collaborative and interactive platforms such as Dynamic 365 and LinkedIn, allowing for hybrid or remote working and redefining how consumers interact with technology (2023) including their reorienting of focus onto cloud computing through Azure, making it a leading platform (Artis, 2023), however Yeung stresses the importance of their Proactive and reactive approach (2023), which would allow the Business to maintain the competitive advantage. 
· Almost a subsection of the above, but with sufficient importance to make it its own strategy area, is Microsoft’s Embracing of new technology, whether the above Azure cloud platform or the more relevant AI and machine learning, which Artis tells us is being heavily invested in, including Open AI which is allowing them to stay ahead of competition (2023) 
· Market penetration through Licensing of software, according to Yeung, for Microsoft was the aggressive market entry strategy of software licensing with computer manufacturers and meant that Microsoft were first-to-market are the leading Operating system provider. Their current strategy continues to rely on licensing as a major part of their market penetration and revenue stream (Yeung, 2023), however, PC shipments’ decline by nearly twenty percent in 2022 meant that this revenue now sits at between twelve and thirteen percent (Malik, 2022), which, together with the leading gaming brand Xbox and gaming licensing, highlights licensing of innovative software and platforms as the strategy, not the sales of new computers, in line with Yeung’s remarks on multi-streamed revenue strategy (2023). 

[bookmark: _Toc152946604]Analysis of strategy
[bookmark: _Toc152946605]Bowman’s clock
First introduced in 1997, Bowman’s strategic clock is, as StrategyPunk tell us, a tool to allow businesses identify their competitive position within a market (2023). It is, according to MindTools, based on the work of Porter’s generic strategies, and is a model which allows for market positioning to be identified, and for developing strategies to remain competitive (n.d.). 
The clock has 8 strategic viewpoints, and utilised two axes, the perceived value/ benefits of product, and the Price, and application allows for examination of Microsoft’s external market environment in terms of competition and positioning. Microsoft’s mission and vision statements commitment to empowerment and help, as well as their investment into OpenAI tell us that Microsoft is focussed on low price, however their Innovation and embracing of new technologies also tells us that they are focussing on differential. This would suggest that on Bowman’s clock, see Fig.1, they would be at number 3, and adopt a Hybrid strategic approach to market competitiveness.
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Fig. 1: Application of Bowmans clock (Johnson, Scholes, & Wittington, 2008)
There are both advantages and disadvantages to application of this tool, where it is simplistic to apply, and allows for a easy identification of the competitiveness on an organisation, allowing for strategy development or re-focussing, however is also restrictive in this focus, where it could limit the scope for exploration of other competitive areas of the market, and is only applicable to markets and organisations that are competitive, so isn’t a fully comprehensive tool. The tool also only shows a static image of where the market and organisations are now and doesn’t consider potential changes to the market and organisation.
[bookmark: _Toc152946606]SWOT & PESTLE
A SWOT analysis, introduced by Andrews, is a management analysis tool which allows for identification of, as per the acronyms lettering, Strengths, Weaknesses, Opportunities and Threats  (1971), and allows for the identification of areas of an organisation, internally and externally, which would provide insight when developing a strategy, or long term plan (MindTools, n.d.). The below Figure 2 table was completed using inspiration and information from SWOTandPESTLE.com (2023) and Pereira (Pereira, 2023).
	Strengths
1. Strong market share
2. Significant stock capitalisation
3. Global reach and Global leader
4. Cloud computing
5. Strong R&D and Large investment in high growth areas
6. Strong Gaming investments

	Weaknesses
1. Lack of smartphone market presence
2. Reliance on PC Operating software as primary resource
3. Ethics issues
4. High competition
5. Cybercrime vulnerability


	Opportunities
1. AI as next big tech growth area
2. Smartphone segment 
3. Partnerships and acquisitions
4. Cloud computing
5. Gaming industry
6. Consumer behaviours such as remote working.
	Threats
1. High existing and emerging competition
2. Increased Cyber security threats and sophistication.
3. Changing consumer needs.
4. competition
5. AI



Fig. 2: SWOT analysis.


Microsoft have a significant share of their PC Operating System market, at 70% (Statista, 2023), and stock capital with shares at 372.94USD compared to their closest rivals Apple.inc at 194.64USD (NASDAQ, 2023), which are notably their biggest strengths, however as their market penetration owes to the windows PC platform, are vulnerable to loss of revenue through competitors and due to increasingly sophisticated cyber threats. Microsoft largely owes its success to the previous market dominance, familiarity of its software, its perception of security, and the value it brings, however, Microsoft’s strengths combat this with a strong research and development area and invests heavily in large growth areas such as AI, as is highlighted as the next big opportunity.
Microsoft’s lack of Smartphone presence presents is their highest weakness as these devices have become a more accessible platform to the internet than a personal computer, and although there is strength in its cloud storage software, there is a large opportunity here. If you include the Android’s smart device or phone operating systems, then overall OS usage is dominated by the Android platform (Statcounter, 2023)
Although this tool allows for examination of external weaknesses and threats, it is often used with the following PESTLE tool which allows for a better understanding of the external environment.
-
Originally known as a PEST analysis, later developing to PESTLE, Aguilar’s tool is an acronym which stands for Political, Economic, Sociological, Technological, Legal and Environmental, which identifies and examines an organisations external influencing factors and relationships (1967), and “supports fact-finding and decision making for businesses” (Reding, 2021). Although the obvious limitation of the tool is that is limited to external factors, when in use with a SWOT analysis, which also examines internal factors, it is very useful, as reflected by Reding, who tells us that it is the most popular modern business analysis tool (2021), which has been applied to Microsoft below, based on the work of Furguson (2023). 
· Political
Increased Government support for automation and AI
Increasing international trade agreements
· Economic
Stable economies in most developed countries
Developing countries are high growth.
· Social
AI development and increased acceptance
Attitudes towards technology
· Technological
Mobile technology advancements and usage
Increasing digitation and web-based businesses
· Legal
Waste disposal laws
Patent laws
· Environmental
Increased green demand.
Sustainability focus
Automation and AI, and their support by governments, increases potential government organisation purchasing contracts and source of revenue. Increasing international trade is also an opportunity for Microsoft’s continued global expansion and market penetration.
Although most developed countries have stable economies, allowing for stable performance, this does leave Microsoft vulnerable as economies do fluctuate, whereas developing companies offer high growth markets. 
Social aspects are volatile in terms of affecting consumer behaviour according to Niosi (2021), which is tied closely with technology, and perceptions of it, and is common knowledge that if a technology is not socially acceptable, uptake or sustainability of it would be challenging. 
Environmental factors in any organisation are relevant in business today, as the focus on sustainability is a very real concern for stakeholders (De Giacomo & Bleishwitz, 2020).
Both the SWOT and PESTLE tools are a static representation of an organisations current position, and make the user compartmentalise its characteristics, however both allow for thorough exploration of said characteristics and provide evidence so that a manager can use as a basis for strategic planning.
[bookmark: _Toc152946607]Stakeholder analysis
Introduced in 1991 by Mandelow, a stakeholder matrix, according to Cuofano, allows for simplified management of stakeholders of an organisation, and for analysis of their expectations (2023). Identification of stakeholders is a “key approach”, according to Needle and Burns, to CSR exploration (2019), which, according to McWilliams et al., “goes beyond compliance” and law to be of social benefit (2006). Below in Figure 3 is a completed stakeholder Matrix, based on the stakeholder analysis by Smithson (Smithson, 2023), adapted from Miss Materials older analysis (2011), and shows the level of communications required over two axes, of level of power of influence, and of level of interest. 
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Governments
Investors
Legal

Manage Closely
Customers
Upper management
Employees
Technical advisors
Major investors

Minimal Effort
Internet Communities
Internal Share holders
Non-Government Organisations

Keep Informed
Business partners
Suppliers
Fig. 3: Stakeholder Analysis Matrix, template from PIXELRZ (2023)

In contrast to Miss Materials, Smithson highlighted customers as the top-priority stakeholders for Microsoft, perhaps a reflection of the changing business environment due to the dates of their works, which aligns with Microsoft’s mission led empowerment agenda, putting customers as the current key players.
Employees are also high on the stakeholder matrix, considered by Hobson as a company’s “No. 1 Asset” (2019), and as both an organisation and its customers are made up of people, and it is the relationships of these people, or cultures, as Wilson tells us, that the successful marketing of an organisation depends on (2001), it is clear that this is also a contemporary addition to the key players aspect of the matrix.
Although this tool is a clear guideline of how to interact with the levels of stakeholder, is does not allow for the differing levels of each stakeholder group, or the fluid dynamics of interactions and relationships. For example, should all customers be communicated with in the same way at all times?
[bookmark: _Toc152946608]Conclusion
In conclusion, through the use of the tools above, Microsoft have demonstrated that they have adapted to its external environment previously in changing its strategic direction, utilising their strengths, and that they continue to do so by investing internally and increasing said internal strengths. The Bowmans clock highlighted that Microsoft’s market strategy is a hybrid approach, where they market with a differentiated product line at a low price in order meet their own goals. It is evident that to continue to prosper Microsoft need to pay particular attention to the high level of emerging competition, particularly through their week, or failed, smart device respective OS presence. It is also clear that Microsoft have a proficient R&D department with a high level of funding in new technologies. It is of high importance for resilience that these opportunities identified be acted upon through strategy to mitigate the presenting threats and ensure that the organisation remains sustainable. 
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