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Executive Summary

The basis of this report is to evaluate a change in Microsoft and to assess if the change is a success or failure. Analysing the SWOT and PESTLE of the organisation the main driver for the change was recognised as internal, due to the rivalry among different product groups. The CEO recognised that to continue having a functioning organisation they needed to look at getting the culture of the organisation right. Looking at different change models the research found Microsoft used their own Five Steps strategy to help the organisation through the culture change and demonstrating good practice of change through internal and external change agents. The organisation has moved from a bureaucratic leadership to an authentic and transformational leadership and because of their policies and practices on change there wasn’t any resistors by the time the change was completed. This demonstrates good practice at change manages resistors in an effective and efficient way. Research also shows that the organisation has a Task culture which works well together with the leadership, change agents and employees. Yet through the pandemic employees struggled with work-life balance and Microsoft encouraged more time off and helped re-evaluate their working environment. However, was that enough for their mental well-being struggles.                                The recommendations suggested to the CEO are using external change agents can be a costly resource so working with the internal change agents to have training through them to capture the external knowledge from the change agents. Also using Kubler Ross to address concerns they may have that hybrid employees are harder to engage in communication on changes and therefore there needs to be some mechanism to detect where they are on the curve so that targeted training could be then used to move them along the curve where necessary.
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1.0 Introduction.   

This report was requested on 11th January 2022 by the CEO of Microsoft and is based on evaluating a change implemented in the organisation and assessing if the change is a success or failure. It is researched and written by Tracey Williams Human Resource Officer and is to be submitted on 18th March 2022. The report will show critical analysis of the nature of the change through SWOT and PESTLE to demonstrate where the main influences came for the change. Also discussing the involvement of leaders and leadership in the process of change and whether change agents helped or hindered the process. The report will review and discuss the Impact change models and theories including Kurt Lewin and Kubler Ross have had on the organisations change process. The organisation being discussed is Microsoft and the report will be looking at how they implemented their culture change and what type of culture the organisation has by using models such as Charles Handy (1999) and Geert Hofstede (1980). On the conclusion of this report the Human Resource Officer will be looking at recommendations for future improvements within the change process of the organisation compiled through a development plan. The findings will be researched through resources such as textbooks, journals, articles, and the internet to help analyse the differences, and these research methods will be based on secondary research methods only.




2.0 Main Findings. 
2.1 Background Information on Microsoft.  
Microsoft is a multinational technology corporation which produces computer software systems and applications and personal computers. The organisation was established in 1975 by Bill Gates and Paul Allen, over the years it has incorporated Windows, Office, Xbox, and Teams to name a few and has completed the acquisition of LinkedIn in 2016. Microsoft has only had three CEOS over the years Bill Gates, Steve Ballmer and currently is Satya Nadella. When Nadella first took over the organisation it had a reputation of warring gangs which needed to change so “innovation being replaced by bureaucracy and teamwork being replaced by internal politics”, (Business Insider, 2020), this is when he made renewing the company culture his priority. Their culture is based on three pillars, being customer obsessed, fostering diversity and inclusion, and showing up as one-Microsoft. The market value of the organisation at that time was around 300 billion dollars but since Nadella took over it has exceeded one trillion dollars. (Business Insider, 2020). According to Statista the company’s global revenue for 2021 was 168 billion dollars and the net income was over 61 billion dollars and in the last 3 months of 2021 Microsoft reported a profit of 18.8 billion dollars. (Shanghong, 2022).
Growth Mindset has been a critical focus of Microsoft’s culture transformation, and the CPO states “that a range of approaches have been taken to initiate long term change starting with engaging with senior leaders, VPs, experts, and a variety of diverse employee groups”. (Carucci, 2019). These statements consolidated the Growth Mindset and Nadella wanted all employees to feel a sense of purpose in their work and by collaborating, supporting others, and communicating through monthly Q&A they can evaluate a more collective set of behaviours. (Carucci, 2019).  
Although profits etc were up Satya Nadella recognised that to continue having a functioning organisation in the future that people would want to work for, they needed to look at getting the culture of the organisation right. This formed the need for the change being examined in the report.          

2.2 SWOT and PESTLE of the main influences for the change.  
2.2.1 SWOT.
The strengths of Microsoft are that they are the world’s largest company with a dominant market share and a leading software company and has held a top ten position throughout its lifetime. They have a good brand reputation with customer loyalty and a vast market reach and a robust financial performance. The company has also installed environmental practices in its operations making them ahead of others.                                                                                The weaknesses are the political issues and the lawsuit, and the company have had cyber-attacks of software which gives the perception that their security is not as strong as competitors. Lacking innovation and unsuccessful acquisitions i.e., Nokia which resulted a failure and their hardware is produced by third parties. A reputation of “warring gangs” because of bureaucracy and internal politics.                                                                             The opportunities are to be more innovative and introduce something in the field of Artificial Intelligence and win the market share. Cloud business growth, new partnerships and acquisitions, smartphone industry and to develop products to alleviate the risk of cybercrime. And because of the pandemic the company had the biggest boost in revenue.                           The threats are competition from the likes of Google and Apple for software products, privacy and security issues which concern consumers. Discrimination in employees and anti-trust lawsuits and disruption in the technology industry impacts companies that don’t innovate. (Gaille, 2021). For further information see Appendices.
2.2.2 PESTLE Factors.
Looking at the Macro of the organisation the company have run into several political issues especially with China on how they distribute and sell their software, they have also had a 730 million dollars fine for violating their trust regulations. However, they are in a favourable position for political lobbying, providing more than10 million dollars towards the formation of political environments. The economy affects Microsoft when profits waver and the changes in tax rates and laws and having poor communication between nationwide companies which can block the importing and exporting of equipment. Social factors can affect revenue and profits that is why it is important to understand and keep track of the cultural changes in the business. The technological changes in the industry especially from rival firms such as Apple and Google can have a major effect on the company. They have profit growth since adopting the cloud-based services, however, purchasing Nokia has seen a revenue decrease. For legal the company have had a lawsuit against them for gender discrimination from employees. Environmental factors include them being ranked at top position in 2019 as the world’s most eco-friendly tech company worldwide. They also provide funds to universities to find out ways of cleaning the environment and the company is 100% carbon neutral. (Shaw, 2020). For further information see Appendices. 
2.2.3 Why change was required.
The main influence for the culture change was internally because of infighting and rivalry among different product groups. So, they needed to change how employees and leadership interacted with new decisions and products also encouraging them to learn, try and even fail. This is where the Growth Mindset became Nadella’s solution. (Cohen, 2020). However, in 2021 Satya Nadella was having to deal with a dispute generated by his predecessor over behaviours from twenty years ago. Talking to Jon Fortt if CNBC “Tech check” he stated that “the power dynamic in the workplace is not something that can be abused in any form, and everyone should be comfortable in raising any issues for concern which will be investigated”. (Novet, 2021).

2.2.4 Benefits of using a change model to help in the process.   
According to Mullins and Christy “culture is often deep-rooted, and commitment to the objectives, policies and peoples learning limitations may mean a reluctance to accept a change”. (Mullins and Christy, 2016, p.538).  
Microsoft used five steps to bring about their culture change with the help from the One Engineering System (1ES) team. However, using the Kubler-Ross (1969) Model would help benefit the organisation through the change process especially through the psychological stages of the workforce. People react differently to change, and Kubler-Ross recognised that some have the same experience as a bereavement or serious illness. The model has five stages denial, anger, bargaining, depression, and acceptance. Starting with denial this is when people are unable to accept the change, but it can also be a way of preparing them for the change. Moving on to the second stage after acknowledging the change this can sometimes turn into anger because of looking at someone else to blame. The third stage is bargaining, a deflection of the gravity of the situation and looking for something to resolve it. Once realisation that no bargaining is going to resolve it this then enters the fourth stage depression. Mixed emotions about the change can form a sense of hopelessness. Finally once people move from depression, stage five acceptance takes hold where realisation that the change is not as bad as first thought. (Cameron and Green, 2015, pp. 32-34). See Appendices for an example of the models curve transition.
Microsoft’s five steps benefited the organisation through the culture change with their communication being at the forefront. However, Kubler-Ross (1969) model would also have benefitted them by helping the employees go through their psychological stages of the change which is so important to the organisation.                                                                Kurt Lewin (1947) 3 stage model focuses on the transitions needed by the people that are impacted by the change. The first stage unfreeze is determining the need for change, getting the leadership on board, planning strategies, and managing employee resistance and reservations. Stage 2 is move/change, communicating consistently addressing misinformation quickly to keep on track, encourage leadership through engagement and updates also engaging employees of the change plan. The final stage is re-freeze, offering training and support and sustaining the change and celebrating their contribution to the success of the organisation. (Airiodion and Crolley, 2021). This could be linked to what Kathleen Hogan CHRO of Microsoft states, that “there is no single lever, you have to pull many levers to drive the culture change and you have to stay at it”. (Styr, 2021).                                                        The benefits of this model are that it is easy to understand and focusses on behaviours. However, there are disadvantages it is dated and not detailed enough and it can be seen as combative. (Airiodion and Crolley, 2021).

2.3 Leadership involvement in the planning and implementation of the change process- Dealing with a complex issue. 
According to Glenn Llopis “leadership in the 21st century must be more culturally intelligent about others and change is the new normal for leadership success and all leaders must accept this fact. In the end all leaders must be change agents”. (Llopis, 2014).
Kathleen Hogan Chief People Officer at Microsoft states that the company “spent nine months in deep engaged listening across the organisation talking to senior leaders, experts, V. P’s, and a variety of diverse employee groups to learn about the culture they desired. What we were passionate about preserving from our history and what needed to be left behind”. (Carucci, 2019). The company set up managers with tools and procedures to help with the engagement of their teams. The leadership team concurred about what their own driving force in the world was and that connection to the mission encouraged them. Nadella also set up a new leadership platform focussing on developing leaders who “model, coach and care” this helps both the leaders and employees adapt to how they go forward. (Carucci, 2019).                                                                                                                                    Nadella’s leadership is both authentic and transformational, authentic leaders are honest, morally grounded, and receptive to followers’ requirements. Transformational leaders are change agents, have a good understanding of the needs of followers and inspires and enables them to accomplish the desired goals. These leadership styles have instilled a collaborative culture across Microsoft. (Kassa, 2018). 
The most challenging element of the culture change was having a highly egotistical and internally competitive culture. When people struggle to admit they don’t know something it can be challenging and risky. Having a transformational leadership helps them learn from their mistakes by rewarding not only the success but rewarding the people too which helps get closer to the desired results. (Carucci, 2019).
The leadership principles to the culture change are creating clarity, ensuring an understanding, and determining the course of action, generating positivity, creativity, and growth. Delivering success and drive innovation, be boundary-less in seeking solutions and follow the right results. These are the most important things leaders need to do to drive the company forward. (Spriggs, 2019).
2.4 Change Agents.  
The role of a change agent is among the most important, and difficult in any lean-management transformation. Change agents provide technical know-how and social support to the leadership of the organisation. However, full-time change agents are an expensive resource, so organisations need to ensure they deliver more in value than cost and is sustainable in the long term. (Hammer, 2017).                                                                               The Neuroleadership Institute worked with Microsoft’s senior leadership on the growth mindset, Nadella needed the company to become “learn-it-all’s” not “Know-it-all’s”. Collaboration between them resulted in three two-word phrases, create clarity, generate energy, and deliver success, these represent Microsoft’s aspiration to lessen the confusion, excite employees and execute on its vision. And according to Joe Whittinghill Microsoft’s general manager for talent, learning and insight “these principles exploded “like wildfire” throughout the company”. (Weller and Slaughter, 2019). Kate Johnson is President of Microsoft US and is also a powerful change agent within the company working closely with CEO Satya Nadella and other executives to promote culture change for the success and progression of the company into the future. Kate states that “change agents need to be great listeners and be real and pragmatic”. (Morgan, 2021). Also, Microsoft has taken a step further by asking employees one question every day to keep track on what is happening so if there are any issues, they can deal with it day-by-day. Nadella wanted to educate employees about what the growth mindset means, and he used posters (see Appendices) to support it. (McLaren, 2019).  
Microsoft also launched a new program Microsoft Change Agents (#MSFT Change Agents), this program engages ten individuals from different companies working together as a community to accomplish great things and move forward in technology. These advocates promote and support a new way of doing something to make a difference and make a positive impact. (Langveer, 2019). 
Because of the organisations policies and practices on change there wasn’t any resistors by the time the change was completed and because of the transparent nature of the change people tend to move from resistors to incubators and apathetic. An organisation that demonstrates good practice at change manages resistors in an effective and efficient way.
2.5 Culture of the Organisation using Models. 
In a conversation with Simon London, Satya Nadella stated that “One of the things that he has come to realise is that in companies that have been successful, it is the original idea or concept that become a hit, the capability you built around it and the culture that grew all get into this virtuous cycle”. He argues that “you have to overemphasise the right culture to continue to cultivate new capabilities and new concepts”. (McKinsey Quarterly, 2018). 
Microsoft’s culture is based on three core pillars, being customer obsessed, fostering diversity & inclusion, and showing up as “one Microsoft”. It replaced a closed-door meeting for a one-week hackathon where teams from around the world were invited. (Styr, 2021). Microsoft aligned its corporate culture with employees’ individual cultures therefore, building a cultural dimension that promotes employee empowerment exploring their capabilities while bearing the norms of delivering quality services and products to customers. Also aiming to improve the employees’ satisfaction and motivation. (Isac et al, 2021, pp. 138-157).
Charles Handy categorises organisational culture as having four main types, power culture, role culture, task culture and person culture. Power culture is found in small organisations and relies on trust, empathy, and personal communications. Role culture rests on the strength of strong organisational ‘pillars’, specialists in finance, purchasing and production etc. Task culture is related to a matrix organisation bringing together the right resources and people. Main influence is based more on expert power than position or personal power. Person culture is where the individual is the central focus, examples are barristers, doctors, and accountants. (Mullins and McLean, 2019, p. 565). Microsoft’s culture would link to Task culture it is a matrix organisation and the working together of the leadership, change agents and employees shows it is based on expert power rather than position or personal.  
The 1ES team at Microsoft pay attention to what drives internal customers and then working around those goals. Watching the teams improve creates a steady, sustainable progress across the organisation. (Azure, 2019).                                                                                 Microsoft used five steps to bring about their culture change with the help from the One Engineering System (1ES) team. Step 1. Clarify the why? Firstly, looking at what is the problem and what are the consequences if not resolved and what are the goals needed to be achieved. Step 2. Listen before you talk. Once clarification of the change needed questions need to be asked. Are their current processes and outputs good enough or do they need change? What areas are most frustrating or painful? What do they wish would change but don’t feel empowered or have resources to make? Step 3. Keep it simple by answering questions with positivity instead of responding to concerns with disagreements. Step 4. Build a shared language. Leaders at all levels have now addressed the employees’ questions and as things progress, they need to ensure that feedback is as important as from the start. Step 5. Celebrate the small wins. Culture change can be gradual and the 1ES team at Microsoft encourage teams to reward examples of positive culture change as soon as they appear. (Azure, 2019). 
Yet with the pandemic the company saw employees work-life balance satisfaction drop by 13 percentage points. These employees spent most time collaborating, attending meetings, writing emails, and sending chats. Employees who attended fewer meetings were more satisfied. Hybrid work goes beyond “where we work it’s also about the when”. Microsoft encourages time away which is key for work-life balance enabling employees to do their best work and thrive in a hybrid environment. (Klinghoffer, 2021).                                                    However, Microsoft have identified changes that have impacted employees working remotely and how Covid-19 have contributed to challenges in well-being and access to opportunity. Findings indicate that hybrid working has positive and negative impacts and the organisation is focussing on determining how it can support flexibility while promoting well-being. The data shows there is an improvement with employees’ work-balance and personal life. (Teevan et al, 2021). This shows Microsoft’s Task culture helped the employees re-evaluate their working environment and time and re-organise their tasks to gain satisfaction. However, is this sufficient for engagement in communication on changes in the organisation. 

 
 3.0 Conclusion.  

This report concludes that Microsoft’s culture change is a success to the organisation. Moving from a bureaucratic leadership to an authentic and transformational leadership has had an impressive improvement within the organisation. The introduction of the Growth Mindset was a critical focus of Microsoft’s cultural transformation ensuring all employees felt a sense of purpose in their work. Looking at the SWOT and PESTLE of the organisation this is where the main driver for the change was recognised. This was internally due to the rivalry among different product groups. Microsoft used Five Steps to help the organisation through the culture change, however the Kubler-Ross (1969) Model would have benefitted them by helping the employees go through their psychological stages of the change. Kurt Lewin’s (1947) 3 stage model is easy to understand and focusses on the transitions of the change. Having a transformational leadership helped to transform the most challenging element of the culture change which was having a highly egotistical and internally competitive culture. The organisation demonstrates good practice at change through internal and external change agents and the organisations culture fits with Charles Handy Task Culture working together with the leadership, change agents and employees. Through the pandemic saw the employees struggle with work-life balance and Microsoft encouraged more time off and helped re-evaluate their working environment. However, was that enough for their mental well-being struggles.



4.0 Recommendations.

The recommendations suggested to the CEO of Microsoft are given they use external change agents which is a costly resource, is to work with the organisations internal change agents to have training through them to capture the external knowledge from these agents. This should make a saving on the cost to the organisation.                                                
Another suggestion is using Kubler Ross to address concerns they may have that hybrid employees are harder to engage in communication on changes and therefore there needs to be some mechanism to detect where they are on the curve so that targeted training could be then used to move them along the curve where necessary.    






















5.0 Appendices. 
	                 Strengths		                   Weaknesses
World’s largest company.	Dominant market share.	Leading software company.	Brand reputation.	Customer loyalty.	Vast market reach.	Eco-friendly practices.	Political issues.	Lawsuit.	Cyber-attacks.	Security issues.	Lacking Innovation.	Unsuccessful acquisitions.	Hardware produced by third parties. 	Reputation of “warring gangs” internally.
	                     Opportunities		                   Threats
Be more innovative.	Introduce Artificial Intelligence.	Win market share.	Cloud business growth.	Partnerships and acquisitions.	Smartphone industry.	Develop products to alleviate cybercrime.	Competition.	Privacy and security issues.	Discrimination in employees.	Anti-trust lawsuits.	Disruption in technology industry.


          Political 		     Economic	        Social
Issues with Chinese Government.	Issues with the European Union.	Changing political environment.	Lobbying cost. 				Economic crisis.	Exchange Rate.	Labour laws.	Changing culture and new trends.	Growing smartphone market.
     Technological 		      Legal	   Environmental
Strong competition	Investment in R&D.	Growth in A.I.				Lawsuits.	Gender discrimination issues.	Customer complaints.	Eco-friendly steps.	Carbon tax.
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