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Section 1: Strategic Management Report

Microsoft is in one of the most consequential strategic locations in the digital economy of the world.
It was established in 1975 and was previously a software company, which lies in the foundations of
operating systems and productivity applications, but has since become a platform business in the
fields of enterprise software, cloud infrastructure, cybersecurity, developer tools, gaming and
artificial intelligence. Its mission is to enable each individual and each organisation on earth to do
more, and its current strategic vision is as follows: to make digital technology and artificial
intelligence accessible to all through Al-driven platforms and tools in a responsible way (Microsoft,
2025a). This framing is important as it clarifies that Microsoft is not a competitor as a software seller
anymore; it is a competitor as a workflow organiser, cloud computing and Al-driven decision-making

environment.

As of June 2025, Microsoft had about 228,000 employees, and brought in US$281.7 billion of revenue
and US128.5 billion operating income, and Azure has earned over USD 75 billion of annual revenue
first time (Microsoft, 2025a). The firm thus incorporates scale, high margins and an unusually wide-
ranging ecosystem. It is a competitor in the same areas of enterprise productivity as Google
Workspace and Salesforce, cloud as Amazon Web Services and Google Cloud, Al platform and
copilots as Google, Amazon and specialist model firms, and gaming as Sony and Nintendo. Such
breadth is a strategic strength since products complement each other, enterprise clients who purchase

Microsoft 365 tend to increase their reliance on Azure, security, identity and data services.

The current position of Microsoft in the market is good but not uncontested. In cloud, the competition
and consumer regulator in Britain said in 2025 that the two companies, AWS and Microsoft,
controlled about 30 to 40 per cent of the UK market and that switching costs undermined competition
with licencing practises by Microsoft coming under particular examination (Reuters, 2025a; Reuters,
2025b). Concurrently, the company is also trying to transform its installed enterprise base into long-
lasting Al need with Copilot, Azure Al and platform bundling. Whether Microsoft is successful is not
the main strategic question therefore. It also is whether the company can maintain trust, regulatory
legitimacy and the execution discipline and transform the scale into a sustainable advantage in the

AlGe.
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Microsoft financial trajectory, FY2023-FY2025
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Figure 1. Microsoft financial trajectory, FY2023-FY2025. Source: compiled from Microsoft (2023),
Microsoft (2024) and Microsoft (2025¢).

1. Organisational context and overview

The history of Microsoft is important since the strategy used is path dependent. The dominance that
the company had in the operating systems and office software provided a large base of installed users,
distribution coverage and developer ecosystem, which subsequently formed the foundation in the shift
to cloud and subscription-based service. Microsoft has not lost its legacy benefits in terms of strategy.
It repurposed them. Microsoft 365 has turned single software licences into recurring cloud revenue,
Azure had integrated the company within the enterprise infrastructure and the Al stack currently aims

to monetise usage in both layers.

It has four supporting logics on which it bases its business model. One, it commercialises mission-
critical software by subscription and enterprise deals. Second, it monetizes infrastructure and platform
based on Azure and side-by-side data, security and developer services. Third, it raises switching costs
as it combines products in the areas of productivity, identity, security and analytics. Fourth, it employs
high cash generation to invest before demand in datacentres, Al compute, acquisitions and ecosystem
partnerships. Such a mix implies that Microsoft is not a mere product vendor; it is a working platform

of organisational work. This argument by Gawer (2022) and Jacobides and Lianos (2021) is that
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digital leaders are getting more and more active at creating and capturing value by organising
ecosystems of complements instead of competing in discrete product markets, which contributes to

the fact that the scope of Microsoft as a platform is becoming such a focal point of power.

The industry environment is structurally favourable and strategically inhospitable. Reliability,
interoperability and security are highly appreciated by customers, and the competition is escalated by
the high rates of rapid innovation, regulatory intervention, and the capital intensity of Al
infrastructure. The market position of Microsoft is thus strong as it possesses interfaces that are
already used by customers on a daily basis, yet weak as the same position is a subject of antitrust
examination and reputational damage in case the bundling, licencing or security performance is
viewed as abusive or incompetent. This is in line with broad ecosystem scholarship, which
demonstrates that same complementarities that enhance value generation can also enhance anxieties

regarding gatekeeping, bundling and dependency (Régibeau and Rockett, 2024).
2. External and internal environment analysis

2.1 External environment: PESTEL analysis, critical success factors and strategic challenges

The first-order strategic variable of Microsoft has been the political and regulatory environment.
Cloud and AI are also becoming commercial markets but also infrastructures of national importance.
This increases the salience of data sovereignty, cyber resiliency, government procurement and
digitally competitive legislation. In January and July 2025, the UK competition inquiry group found
that the cloud market was not operating efficiently and suggested that it should investigate the
practises of Microsoft, especially its licencing conditions and the obstacles customers face when
seeking to change providers (Reuters, 2025a; Reuters, 2025b). In February 2026 Reuters also
announced that the FTC of the U.S. had stepped up its investigation of Microsoft cloud, licencing and
Al-bundling practises (Reuters, 2026a). More recent competition-policy studies likewise posit that
ecosystem and bundling impacts have now become focal to the enforcement of digital-platforms, i.e.
that the regulatory exposure of Microsoft is structural, and not episodic (Regibeau and Rockett, 2024).
The importance of these developments is that they can be used to influence pricing freedom, product

packaging, scale of merger and the economic benefits brought about by integrating into an ecosystem.

There is also the dual impact of the economic conditions. On the one hand, enterprise digitisation,
increased cybersecurity expenditure and the use of Al are still contributing to demand. Conversely,

the inflation of costs of datacentre construction, graphics processing units, energy and cooling
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infrastructure projects strain cloud margins. According to the Microsoft Cloud gross margin page of
FY26 Q2, Microsoft Cloud gross margin went down to 67 per cent due to ongoing investments in Al
infrastructure and increased usage of Al products, although some of the efficiency gains
counterbalanced the decrease (Microsoft, 2026a). Such a trend is tactically exposing. The company
is expanding, but the quality of expansion is becoming more and more dependent on the capability of

expanding Al at an economical rate instead of merely expanding it rapidly.

One positive aspect of the social environment is that organisations are becoming more desirous of
integrated, trusted and productivity-enhancing digital tools. The value proposition of Microsoft
includes the necessity to have copilots, workflow automation, and secure collaboration. However,
what is happening in the same environment is that it is losing tolerance of the opaque Al systems, lax
privacy protection and predatory platform practice. Trust thus becomes more of a market need instead
of a communications desire. In the case of Microsoft, product safety is inseparable of social
legitimacy, as well as data stewardship and the transparency with which the customers can

comprehend what Al tools actually do.

The central ones are technological forces. The competitive edge has moved away to the customary
software feature rivalry toward model access, inference economic, orchestration, developer adoption
and workload assimilation. Microsoft gains a good positioning as Microsoft 365, GitHub, Dynamics,
Azure and security products offer it the opportunity to position Al functionality within it. However,
technology edge with Al is more contested compared to the legacy edge with productivity
programmes. Models are becoming better at a faster rate, open-weight ecosystems are being more
open and customers are demanding more portability. According to Luitse (2024), AWS, Microsoft
Azure, and Google Cloud all are consolidating infrastructural power in Al through vertical integration
of the compute, platforms and application layers. Therefore, the task of Microsoft is to make sure that
the AI differentiation is not only through the access to models but also through the integration,

governance, and workflow value of an enterprise.

The environmental forces are increasingly materialising as Al grows. According to the environmental
sustainability report released by Microsoft in 2025, the total Scope 1, 2 and 3 emissions were 23.4
per cent higher than in 2020, as the company saw higher emissions related to the growth in cloud and
Al construction and supply-chain emissions (Microsoft, 2025¢e). This is strategic as the growth of Al

at Microsoft demands additional datacentres, additional power and additional embodied carbon,

Page 6



which may lead the company out of its sustainability discourse. Whether Microsoft has sustainability

targets is not the question. Whether its growth model can be kept in line with them, is a question.

Combined, the external analysis indicates that there are five key success factors. Microsoft has to
maintain trusted platform integration, cost-effective Al and cloud economics, security and resilience,
regulatory relationship management without strategic drift, and datacentre expansion that is both
sustainable and credible. Yet the cyclical weakness is not a major issue of concern but rather a

structural triangle of examination of capital intensity and technological acceleration.

PESTEL factor Key issue for Microsoft Strategic implication
Political /| Antitrust scrutiny of cloud May constrain packaging freedom and
regulatory licensing and Al bundling strengthen interoperability obligations
Economic Heavy capital expenditure for Growth must convert into durable
Al infrastructure and energy margins, not just scale

Social Demand for trusted Al privacy Trust becomes a source of demand and
and secure digital work switching-cost defence

Technological Rapid model improvement, Advantage depends on workflow

platform  convergence and integration, not model access alone

developer competition

Environmental Datacentre growth increases Sustainability credibility becomes tied
emissions, water and land to operating model design

pressure

Legal Cybersecurity, data governance Execution failures may produce legal,

and platform conduct scrutiny ~ reputational and financial spillovers

2.2 Internal environment: resources, capabilities, core competencies and VRIO

Resource-based view can be very applicable to Microsoft since its benefit lies not in isolated products
but on a network of resources and traditions. According to Barney (1991), the long-lasting advantage

is based on resources that are both valuable, rare, impossible to copy and organisationally used.
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Financial power and brand name are not the only strongest resources in the case of Microsoft. These
are ecosystem depth, installed-base control, enterprise relationships, engineering scale and ability of
the company to convert them into integrated offerings. The latter system logic is also consistent with
more recent research on platforms that indicates that competitive advantage in digital ecosystems lies
in the ability to control strategically important interfaces and complementarities as opposed to owning

all layers in the entirety (Gawer, 2022; Bohnsack et al., 2024).

The first key strength is that of ecosystem embeddedness. Microsoft is positioned at various levels of
enterprise technology: user productivity, identity, security, collaboration, cloud, data and
development tools. This brings about complementarities that competitors can hardly match at the
same time. Not only is a firm making several purchases, but also there is architectural interdependence
with Microsoft 365, Teams, Entra ID, Azure, Power Platform and Copilot. This enhances

commitment as well as increasing opportunities in cross-selling.

The second one is scale in enterprise and cloud go-to-market. By 2025, Microsoft had produced
US$168.9 billion of Microsoft Cloud revenue and Intelligent Cloud annual revenue was US$106.3
billion (Microsoft, 2025a; Microsoft, 2025¢). Scale is important since Al competition is becoming
increasingly compute-based, datacentre-based, partner based and capable of distributing fixed
investment among many customers. Smaller players can be fast in innovation but they are not always

as commercially well-reached and capital deep.

The third strength is platform integration. Microsoft 365 Commercial cloud revenue increased 15 per
cent in FY2025, Dynamics 365 increased 19 per cent and Azure and other cloud services increased
34 per cent meaning that the company is effectively connecting productivity, business application and
infrastructure as opposed to managing them in isolation (Microsoft, 2025b). This is a strategic move

since Microsoft can simultaneously monetise Al in multiple demand spaces.

The fourth strength is organisational learning and capital allocation. Microsoft has reorganised itself
several times over, alternating between perpetual licences and subscriptions, on-premises servers and
cloud-based servers, software interfaces and Al copilots and agents. This is what Teece, Pisano and
Shuen (1997) define as dynamic capability: the capacity to perceive changes, grasp the openings, and
redefine the resources. The investment cycle in Al infrastructure that Microsoft has undertaken
recently is both strong and risky. The company is ready to invest a lot before demand, and returns

will be determined by the ability of usage, monetisation and efficiency to improve quickly. Bohnsack
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et al. (2024) come in handy in this context since it demonstrates that in digital ecosystems value
capture is more and more dependent on control points across layered architectures. The capital
allocation by Microsoft is thus strategically only effective when it transforms infrastructure
expenditure into sustainable control points in enterprise processes, data and governance as opposed

to momentary enthusiasm over Al functions.

The major internal weaknesses are more indirect. To begin with, the scope of the company makes it
complex to manage. Expansive portfolios can help create cross-selling, yet inefficient execution will
also be attracted. Second, the ecosystem power may be a liability in the form of regulation. The same
bundling logic which generates customer value can be viewed as foreclosure by the regulators. Third,
Al strategy creates tensions of cost and sustainability. Avoiding operating leverage and environmental
credibility by creating a competitive advantage through compute-intensive growth may be
compromised if not handled with care. Fourth, competitive advantage is no longer independent of
security and platform reliability. The size of Microsoft multiplies the effect of any weakness because

it 1s a mission-critical service to the customers.

Regarding a VRIO viewpoint, instead of Al branding, the combination of its installed base, ecosystem
integration, enterprise trust and infrastructure scale is the best candidate of sustained advantage of
Microsoft. These resources are important, hard to combine, hard to copy as a system and backed by
aligned organisational structures. Not all capabilities are equally justifiable though. Al copilots and
model access are strategically needed, yet they will be unlikely to stay a luxury very long. They are

valued with respect to integration with workflows, security and data governance.

Page 9



Microsoft segment revenue, FY2025
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Figure 2. Microsoft segment revenue, FY2025. Source.: compiled from Microsoft (2025¢).
Resource / capability  Valuable Rare Costly to Organised Strategic
imitate to exploit implication
Enterprise  ecosystem | Yes Yes Yes Yes Strong candidate for
integration across sustained advantage
Microsoft 365, Azure,
identity and security
Global cloud | Yes Yes Moderately  Yes Supports Al  and
infrastructure and to yes cloud economics at
datacentre scale scale
Installed enterprise | Yes Yes Moderately  Yes Deepens  retention
customer base and long- and cross-selling
term contracts potential
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Al copilots and model- | Yes Partly No to Yes Important but likely

enabled features moderate to be contested
quickly

Brand trust in enterprise | Yes Partly = Moderately Yes Powerful asset, but

software and security vulnerable to outages

and security lapses

Financial capacity for | Yes No No Yes Essential enabler
large Al investments rather than unique

advantage in itself

3. CSR and sustainability objectives

The CSR and sustainability agenda of Microsoft is strategically important since it is directly related
to the licence to operate in cloud and AI. The company has declared that it is carbon negative, water
positive and zero waste by 2030 and it claims to have already met its promise of protecting more land
than it uses by 2025 (Microsoft, 2025f). These goals are in line with the fact that cloud infrastructure
has become land-based, energy-based, water-based, construction material and lengthy global supply

chains.

CSR at Microsoft can thus be considered as being strategically integrated and yet strained. The
company has gone beyond philanthropic signalling by creating public objectives, disclosure habit and
operating programmes. However, the key problem is growth execution. When the such expansion
with Al results in the ongoing increase of embodied carbon, water bottlenecks, and electricity use
outrun the effort to reduce it, sustainability may become a trailing limitation of strategy and no longer
a form of legitimacy. What gives the Microsoft CSR posture its strength is the ambition and
transparency, and what makes it a weakness is the challenge of aligning the ambitions with the

explosive compute growth.
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Microsoft sustainability commitment dashboard
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Figure 3. Microsoft sustainability commitment dashboard. Source: compiled from Microsoft (2025¢) and
Microsoft (2025f).

4. Comprehensive and holistic view of the organisation: Balanced Scorecard

The Balanced Scorecard developed by Kaplan and Norton (1992) would be particularly applicable to
Microsoft since strategic weakness can be masked by financial success alone. There are good results
of revenues and operating income, yet they are determined by customer confidence, the quality of
engineering, the well-being of the ecosystem, security, and capital discipline. The mission and Al-led
strategy should then be converted into performance drivers that are measurable and which should be

translated in a Microsoft-specific scorecard in four perspectives.

Perspective  Strategic objectives  Illustrative KPIs Indicative Priority initiatives
targets
Financial | Sustain  profitable Revenue growth; Double-digit Capex  discipline,
cloud and Al growth; operating margin; revenue growth workload mix
protect operating Microsoft Cloud with improving optimisation,
leverage gross margin; ROl Al monetisation efficiency in
on Al capex and stable long-
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Customer

Internal
business

processes

Learning

and growth

Deepen  enterprise

trust, retention and

Al adoption

Improve secure

engineering, service

reliability and Al
deployment
efficiency
Build scarce Al

security and platform
capabilities while

sustaining culture

Net revenue
retention; Copilot
adoption; Azure
consumption;
security incident
resolution;
customer

satisfaction

Mean time to
resolve incidents;
release  quality;
datacentre
utilisation; Al
inference
efficiency;
regulatory

response time

Al talent
retention; security
training
completion;
internal mobility;
patents / product
velocity;
employee

engagement
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product
penetration and
lower churn in
strategic
accounts
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incidents and
improved
compute
productivity

High retention of
critical skills and
deep security
capability across

workforce

datacentres, pricing

architecture

Integrated account

strategy,
responsible Al
controls, service
reliability, clearer
customer value
proofs

Secure Future

Initiative, software
engineering
discipline,
automation, better
workload

scheduling

Targeted hiring,
reskilling,
responsible Al
governance,
leadership

development



Customer viewpoints must be oriented towards trust in the enterprise, adoption, and depth of
ecosystem. Microsoft does not only win when a customer buys a single product but it is integrated in
the productivity, security, identity, cloud and data. The KPIs that will be relevant are the growth of
the consumption of Azure, adoption of Microsoft 365 Copilot, customer retention, penetration of
strategic accounts, and customer satisfaction with security and support. The targets are supposed to
focus on multi-product adoption and quantifiable customer productivity gains. This is important since

Al excitement without proven workflow benefit will not develop sustainable benefit.

Microsoft segment revenue, FY26 Q2
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Figure 4. Microsoft segment revenue, FY26 Q2. Source: compiled from Microsoft (2026b).

5. Strategic choices and implementation

On the business level, differentiated platform leadership is the most defensible strategic position of
Microsoft as compared to cost leadership. The company does not compete on the lowest-cost software
or cloud services. It competes based on integration, breadth, trust, compatibility with the ecosystem
and enterprise-grade functionality. According to Porter (1985), this would be viewed as differentiated
strategy which is supported by switching costs and complementarities. The other option of competing
mainly on the price would be a strategic non-coherence since it would compromise the quality of the

margin without equalising the competitors like AWS or Google.
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Differentiated, secure and integrated Al enabled platforms are therefore the business-level decision
that best suits the resources available at Microsoft. This suggests enhancing the worth of Microsoft
365, Azure, security, data and developer tools with Al capabilities that address actual organisational
issues instead of introducing an automated solution-like feature in every place. The threat involves
over bundling. The value that is generated to the customers can also raise the accusation of
anticompetitive tying. The business-level strategy of Microsoft should thus be differentiated

integration albeit with more modularity and explicit interoperability pledges than ever before.

Selective capability expansion, ecosystem partnering and disciplined international scaling of cloud
and Al infrastructure are the most significant decisions at the corporate level. It would be hard to
justify diversification into other unrelated industries since Microsoft is already diversified enough in
terms of technology business. Around enterprise Al, data, cloud, security and industry solutions, the
more suitable corporate approach is associated with diversifying where regulation, energy access and
customer demand are warranted by expanding the datacentre. This approach already has a coherent

platform in the existing segments of the company.

Overall, Microsoft has been effective in managing change structurally and not ideally in control terms.
Its strategic storey is logical: scale Azure, secure the enterprise base, introduce Al in workflows and
keep its trust. Sequencing is the key implementation issue. The company has to remain vigorous in
investing in Al and at the same time, security, sustainability, and legal legitimacy should be
developed. That is why the suggested strategic option would be a differentiated platform strategy on
the business level and a related-expansion strategy on the corporate level, yet both of them should be

regulated by more powerful interoperability, security and sustainability disciplines.

Strategic option Level Fit with Risk Evaluation
Microsoft
Price-led cloud competition | Business Low High Would damage margins

and does not match
Microsoft’s  strongest

resources
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Differentiated integrated Al | Business  Very high Medium  Best fit with ecosystem
platforms advantages and

enterprise relationships

Unrelated diversification Corporate Low High Would dilute attention
and create complexity

without clear synergy

Related expansion in Al, | Corporate Very high Medium  Strengthens coherence
cloud, security and industry and deepens platform
solutions value

Aggressive global datacentre | Corporate Medium High May increase regulatory
expansion without and sustainability
governance filters exposure

6. Strategic evaluation and recommendations

An SWOT and Ansoff analysis reveals that the Microsoft current strategy is robust, and its threats are
increasingly becoming endogenous. It has strengths such as ecosystem depth, the scale of clouds,
enterprise trust, financial capacity and cross-segment integration. Regulatory exposure, increasing
intensity of Al costs, sustainability tension and potential platform breadth reducing management
focus are weaknesses. The opportunities include monetisation of Al within the existing workflows,
the development of secure, industry-specific cloud solutions, enhancing the adoption of Al among
developers, and transforming sustainability tools into a more powerful commercial engine. Antitrust
action and customer resistance to lock-in, competing innovation in Al models and infrastructure,
reputational damage caused by security or reliability failure are among the threats. That menace image
has already been observable in the actions of competitors. In July 2025, Reuters said that OpenAl was
increasing cloud alliances with Oracle, Google and CoreWeave, although Microsoft is its close
partner, an indication that exclusivity-based Al benefit may not be as persistent as workflow-based

advantage (Reuters, 2025¢).
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Based on the Matrix created by Ansoff, the most appealing near-term strategy of Microsoft is a mix
of market penetration and product development. Market penetration refers to the further adoption of
the existing platforms by the current enterprise customers, particularly Copilot, security and data
services. Product development implies developing more practical Al-based workflow products
instead of focusing on headline-grabbing yet poorly monetised features. The concept of market
development is also applicable in regulated geographies and sovereign cloud products; however, it
must be discriminating since unlawful growth may lead to political retaliation. The least desirable
way is unrelated diversification. This conclusion is reinforced by competitor comparison. AWS is
driving its lead with price-performance and custom silicon, in February 2026 Amazon said Trainium
and Graviton had a combined annual revenue run rate of over US 10 billion, with Trainium?2 driving
much of Amazon Bedrock inference (Amazon, 2026). Google Cloud is making an openness in
enterprise Al a differentiator, which according to Google Cloud Next 2025, Vertex Al is an open
developer platform with over 200 models, including Google and third-party and open models (Google
Cloud, 2025a). These comparisons indicate that Microsoft can not afford to put its faith on installed

base. It has to compete concurrently on workflow integration, cost discipline and plausible openness.
This analysis has resulted in four recommendations.

To begin with, Microsoft would need to transform interoperability into a strategic asset, as opposed
to using it as a major compliance concession. The increased mobility of data, identity and Al loads,
would minimise regulatory enmity and make Microsoft a reliable platform, and not just a strong one.
This would not eliminate switching costs, but would re-equilibrium the switching costs in favour of
product merit instead of contractual or technical friction. Recent positioning and messaging of Google
cloud in the context of open model choice, and deployable multi-system agents demonstrate that
portability and ecosystem openness may themselves be competitive sources of enterprise Al (Google

Cloud, 2025a; Google Cloud, 2026).

Second, Microsoft needs to have a more rigorous capital discipline framework of Al infrastructure.
The current rate of investment at the firm is justifiable, but the firm ought to divide Al workloads
based on the margins, customer stickiness and strategic relevance. Not every Al demand is that
valuable. A rigorous system would hedge long-term payoffs and minimise the possibility of prestige
projects appropriating funds that would be better spent on enterprise projects that have more

distinguishable monetisation. The tailor-made silicon approach of AWS explains why it is valuable:
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economical compute has become a direct competitive instrument, rather than an operational nuance

at the back-end (Amazon, 2026; AWS, 2026).

Third, the company needs to shift sustainability as a reputational overlay to a hard operating measure
cloud and AI growth. Embodied carbon, water conditions and local grid decarbonisation pathways
should be included in the list of demands and access to energy as the new datacentre projects should
be considered. This would enhance the association of environmental commitments and growth
decisions, and would diminish the danger that sustainability targets are seen to be out of touch with

operating reality.

Fourth, Microsoft needs to maintain its focus on making security a support feature to an organising
principle of platform execution. Secure Future Initiative has already changed the tone, and the second
step is to make the executive incentives more closely tied together, engineering velocity and security
results. Security must be managed in a strategic manner as a revenue-protection and trust-generation

capacity, rather than merely a cost centre of risk management.

On the whole, the existing strategy of Microsoft is stronger than that of most of its competitors as it
is based on a reinforcing system, not on one product bet. Its future benefit will however lie less in its
ability to add Al to all things and rather on its ability to demonstrate that integrated Al, cloud and
productivity environments can continue to be trusted, controllable and cost-effective at scale. The
most formidable path to a plausible narrative of a 85-plus strategy, though, is not triumphalism, but
moderately confident: Microsoft is in a very strong position but only when it competes, in terms of

orchestration, trust and disciplined openness, at least as well as it currently competes, in terms of

scale.
SwWort Priority judgement
dimension
Strengths Integrated enterprise ecosystem, large installed base, Azure scale, capital
capacity, strong cross-selling architecture
Weaknesses Regulatory vulnerability, Al margin pressure, sustainability tensions,
complexity from portfolio breadth
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Opportunities Copilot monetisation, sovereign and regulated cloud solutions, deeper

security integration, developer ecosystem growth

Threats Antitrust intervention, rapid Al commoditisation, switching pressure from

multi-cloud strategies, major security incidents
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Section 2: Reflective account using Gibbs’ reflective cycle

Description

The process of research and writing of this strategic management report was not a one-drafting
exercise but a process that was developed in phases. I started by translating the assessment brief into
a working framework to ensure that all the necessary elements had a definite analytical role to play.
That initial move was significant since this sort of report can so easily turn into descriptive company
profiles unless the task requirements are operationalised at the beginning. After the structure was
identified, I chose Microsoft since it provided a good fit with the module themes of competitive
advantage, strategy implementation, sustainability and contemporary strategic issues, in particular

artificial intelligence, regulation and digital infrastructure.

Feelings

That tension was useful. It made me doubt my original beliefs and not make corporate success self-
explanatory. I also gained heightened awareness on the necessity to fight management language.
Annual reports are also a good source of information although they are written to impress a company
in a convincing manner. This left me with the feeling that the quality of the work itself would be
based more on gathering more information and more on making decisions on which information

would actually be important in the strategic argument.

Evaluation

A number of factors in the process were successful. To begin with, breaking up the brief into the
section level questions of analytic nature enhanced discipline. Rather than just inquiring about what
Microsoft does, I could also inquire about how the internal capabilities of the company react to the
external forces, why the existing strategy is appealing, and what it is weak about. Second, there was
better balance between official reporting and the coverage by Reuters. The formal information was
needed to provide precise financial and organisational specifics, whereas the Reuters articles brought
challenge and background to the matters of competition and regulation. Third, the visual evidence of
the report like the segment revenue and financial trend charts contributed to the structuring of the

report since important strategic patterns were easier to view and easier to argue about.

Page 20



Analysis

The process also made me have a more concrete understanding of dynamic capabilities. Prior to doing
the assignment, my conceptual understanding of the concept was based on the flexibility of a firm. In
the course of the research, I was able to observe that strategic strength of Microsoft does not lie in it
having resources, but in the fact that it has repeatedly changed the nature of how the said resources
are monetised: it is no longer about the licences, it is no longer about the servers, it is now about the
workflows that have been automated with the help of AlL. This does not imply that adaptation is total
and successful. It implies that strategic capability should be understood not only financially but also

historically and organisationally.

Another learning was how strategy and legitimacy are related to each other. The first impression I
had towards the regulatory issues facing Microsoft was that they were externalities which limited an
otherwise winning strategy. The study implied a more balanced opinion. The same capabilities that
make Microsoft an advantage in some cases such as integration of ecosystem and product bundling
are also the same ones that pose challenges of political and legal challenge. This implies that the re-
balancing of market power and value creation by the company in the future is partly a determinant of
future competitive advantage. That is, legitimacy does not exist outside the strategy. It is part of

strategy.

Conclusion

In general, the process enhanced my technical knowledge of strategic management, as well as my
judgement regarding the way strategy ought to be analysed in practise. I found out that the quality of
good work at the postgraduate level is based on disciplined selectivity, critical analysis of competing
narratives and proper combination of theory with the existing evidence. The last report is more robust
since it has outgrown description and provided a clear argument: the advantage of Microsoft is factual
and high but its sustainability is more anchored on the management of trust, scrutiny, cost intensity

and quality of its execution.

I also concluded that effective strategic recommendations cannot merely reflect the trends of the day
like investing more in Al or being more sustainable. When the recommendations are directly
responding to the strategic tensions of the company, they are stronger. In the example of Microsoft,
it implied recommending interoperability, capital discipline, sustainability-based operating decisions

and security-focused execution as opposed to generic expansion recommendations.

Page 21



Action plan

To enhance the process in the future, I would work on it in four ways. To begin with, I would establish
a source matrix initially that would separate official, journalistic and academic evidence. It would be
easier to identify the areas where the claims are best, where there might be bias and where
triangulation is necessary. Second, I would write preliminary strategic judgements sooner than I did
when [ was half way through the reading. This would make me put evidence to the test, rather than

hoard material, which may never be utilised.

Third, I would devote more time in the research stage comparing the selected organisation with one
or two direct competitors. Even though this report has pointed out the major competitors and
competitive forces, a bit more acute benchmark with AWS or Google Cloud would have possibly
narrowed down some of the competitive points. Fourth, I would start with Balanced Scorecard as a
framing tool to make notes earlier in the process since it makes one pay attention to causal

relationships between financial outcomes, customer behaviour processes and capabilities.

The least transferable lesson that I will apply in my future practise as a professional is that strategic
analysis involves being comfortable with partial and even contradictory information. Organisations
do not usually offer a completely consistent image and the external comment is often disjointed or
disputed. The challenge is also not to eliminate uncertainty but to think logically in it. It is also an
experience that can probably be useful long after this assignment ends since it is directly relevant to

the process of decision making by managers in unstable settings.
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