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Opportunity Analysis

Environmental Analysis

If this statement is analyzed closely, the patterns of an organization's actions will be clearly reflected not only in the financial performance of an organization over the years, but also in the relative strengths, weaknesses and strategic positioning of the firm in the business environment, industry or economy it operates in. The understanding of these elements is the prima facie requirement in the strategic planning and management process and is closely analyzed in the environmental scanning process of an organization. These factors are very important in establishing the corporate level strategies of an organization. But one has to remember that there are numerous other factors also such as general state of economy and industry growth rates which influence the formulation of strategy.

Remote Environment

The purpose of remote environmental scanning for an organization is to analyze the affect of societal forces and to see what trends are likely to affect Microsoft in a brief manner. In the new millennium, the business environment will need to contend with:

· Turbulent markets that change rapidly and unpredictably

· Highly fragmented ‘niche’ markets instead of mass markets

· Ever greater rates of technological innovation in products and processes

· Shorter product life-cycles

· Growing demand for tailored products i.e. ‘mass customization’

· Delivery of complete ‘solutions’ to customers, comprising products and services.

       All the above to be achieved at less cost! (Christopher, M. 2007)

Economic Forces

Globalization has also increased the opportunities. A mature product in the US can be at an introductory stage, e.g. GM AVEO is a mature product in the US, but still in a growth stage in India. Moreover, globalization leads to the creation of a Universal Customer, one who expects the same quality of products and services regardless of where he or she is located in the world.

This does not mean one customer, one world, one brand or one positioning platform. What it means is that thanks to Microsoft, the expectation of a customer from Infosys (Indian software firm) is considerably higher today. Similarly, thanks to LG and Samsung, the expectations from BPL are different today. A convergence of expectations is happening globally. And as barriers fall further, technology advances rapidly, customers talk more to each other on the back of a robust telecom network, the ranks of universal customers will only swell. To reduce costs and enhance customer value requires an approach which is radically different from the way businesses respond to current marketplace demand.
Technological Forces

The impact of the Internet, portable information devices, electronic networking, smart mobile robots, and increase in speed of microprocessors will have tremendous impact on businesses. There has been tremendous impact of e-Business on the typical businesses itself. The information is exchanged much more quickly than any other thing which is helping the organizations to make more quick and accurate decisions. E-Businesses have removed geographical and time restrictions for the organizations. It also helps in:

· Recording and analyzing strategic management records: processing these records into industry trend reports, market share reports, mission statements, and portfolio models.

· Use of all the above to implement and control the businesses.

Thus they are more connected and knowledge seeking to improve the processes, quality, technology and overall customer delight. Due to e-businesses, there is much more agility to improve and respond to customer needs, vendors, government and to society at large. This is also reducing the costs and making supply chain more efficient.

Political Legal Regulations

As a large company, Microsoft will find it tough to handle regulations. Moreover, it has faced and is still facing great deal of antitrust regulations and suits. One should also be aware of foreign trade regulations, and attitude towards foreign companies as Microsoft is a multinational company. Increasing instability and uncertainty in the political environment of certain nations and regions around the world, such as increasing terrorism has to be tackled by the organizations. Here if the political situation is unstable then the environment is unfavorable for the businesses. Similarly higher government debt, budget deficit or surplus is also unfavorable.

Some additional factors which can be implied are:

· Tax Laws and other economic laws

· Foreign trade regulations

· Import tariffs and quotas

· Restrictions on international financial flows

· Environmental protection laws

· Copyright and patent laws

All these have an impact. The more the transparency the better it is for the business.

Industry Competition

Microsoft is facing competition in various segments. On internet its biggest competitor is Google. Google is one of the most successful new dot com companies in present times. Their success is based on innovation, rapid growth, and an obsession to be the best search engine in the Wide World Web. According to Saul Hansell, of the New York Times, Google is:

One of the biggest advertising vehicles the world has ever seen. Google is a public and profitable company focused on search services. Named for the mathematical term "googol," Google operates web sites at many international domains, with the most trafficked being www.google.com. Google is widely recognized as the "world's best search engine" because it is fast, accurate and easy to use. The company also serves corporate clients, including advertisers, content publishers and site managers with cost-effective advertising and a wide range of revenue generating search services. Google's breakthrough technology and continued innovation serve the company's mission of organizing the world's information and making it universally accessible and useful (Hansell, S. 2005).

But now, Google will also give competition in operating systems as it has also softly launched the alternate operating system on internet which will give serious competition to Microsoft in the future.

The following table shows the comparison of Microsoft’s competitors:
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(Source: http://finance.yahoo.com/q/co?s=MSFT)

Microsoft is leader in Market capitalization, net income and gross margin percentage. Google and Oracle are doing well in revenue growth and Microsoft is laggard in revenue growth. Thus this is a concern for Microsoft.

Moreover, Microsoft has to be cautious about various laws regulating the internet and e-businesses. There are CAN-SPAM, gambling laws, the Federal Telecommunications Act, the Computer Decency Act and other laws which must be considered. B2B websites have more legal responsibilities for conducting their businesses with integrity and lawfully protecting the privacy of their customers. Customers provide details of important personal information and credit cards over the website to facilitate the purchase of goods and services. Complex legal issues such as intellectual property, competition, privacy, consumer protection, equal access/opportunity are to be addressed by Microsoft online services. Issues such as intellectual property, consumer protection, access, confidentiality, sustainability, reliability are very important.

Regulatory issues like that of the Internet is unregulated. However, the government is now formulating laws and regulations to prevent illegal activities and fraud on the internet.

Demand Conditions

In this case, “when the market for a product is larger in domestic markets then the local firms devote more attention to that product than do foreign firms, leading to a competitive advantage when the local firms begin exporting the product” (Dietl, H. 2002). In the US, Microsoft has huge local market which is more attractive to the foreign market. This led to a national advantage. It also helped in anticipating global trends. Moreover the customers in the US are more demanding which has led to greater pressure on firms to constantly improve their competitiveness via innovative products and higher quality.

Related and Supporting Industries

Firms can take advantage of cost effectiveness and innovative inputs if their supporting industries are also competitive. In the US, the supporting industries are well developed which has led to cost efficiency for Microsoft. There is also proximity of upstream or down stream industries which facilitate the exchange of information and promotes a continuous exchange of ideas and innovations. 

Firm Strategy, Structure, and Rivalry

There is a healthy local rivalry such as Google, Yahoo, Oracle, and IBM competing with Microsoft. The direct competition has compelled firms to work for increasing productivity and innovation. All this has led to:

· Setting up facilities overseas to match lowers labor costs of foreign competitors.

· Expanding internationally to amortize investment in world scale production, and/or funding for world scale research and development.

Rationalization of product lines has led to achieve scale of economies in design, purchase and production.

Customer Requirements

Microsoft’s s goal is to provide excellent products and services to its customers.  The differences in consumer behavior can be due to culture, habits, tradition and psychology. A marketer must understand the following psychological issues:

· How consumers think, feel, reason, and select between different alternatives (e.g. brands and products).

· How the consumer is influenced by his or her environment (e.g. culture, family, signs, and media).

· Behavior of consumers while shopping or making other marketing decisions
(Perner, L. 2007).

With the establishment of a well-functioning Internet operation, Microsoft can also begin to examine its customer base more intimately. Based on new abilities to tailor offerings under Customer Relationship Management (CRM) theory, Microsoft can start differentiating its customers and customizing its offerings for them. The company must gather information about its customers and interact with them further to deliver products which provide the most value. 

Corporate Culture

Culture has a prominent influence on the organization. Factors like lifestyle changes, age distribution of population, life expectancies, attitude towards “materialism, capitalism, free enterprise, individualism, role of family, role of government, collectivism, role of church and religion, consumerism, environmentalism” (Karr Net, 2007) have impacted Microsoft tremendously. According to the Microsoft’s website, its organizational values are:

As a company, and as individuals, we value integrity, honesty, openness, personal excellence, constructive self-criticism, continual self-improvement, and mutual respect. We are committed to our customers and partners and have a passion for technology. We take on big challenges, and pride ourselves on seeing them through. We hold ourselves accountable to our customers, shareholders, partners, and employees by honoring our commitments, providing results, and striving for the highest quality (Microsoft Corp., 2007)

Microsoft is one of the most successful organizations of the world due to its strategy which is in harmony with the prevailing culture. It has adapted to the cultural change, innovation and dynamism very well. It has launched new and innovative products and services continuously like MSN Internet Services, Zune music devices, MSN TV, XBOX. Recently the company also launched the adCenter and Microsoft Vista 2007. Overall Microsoft is ready for the challenges ahead and meeting the ever growing customer requirements.

Potential Challenges

Apple's success is built on top of three, interconnected technologies: iTunes Music Store, iTunes, and the iPod. The final piece to the triple threat is the device that plays back the music and, kudos has to go to Apple. The iPod is a brilliantly elegant solution. The success of the device can be seen in sales in places such as Japan where the iPod has been the most popular music player for years, but the Japanese have just received iTunes Music Store, which means that people were buying the iPod just to play their own MP3 music collection. The challenge that competitors are being faced with is that the iPod has become lodged into our cultural consciousness as the only music player that matters. This is supported by the many thousands of add-on features available for the iPod and the near zealous affection people have with the device. To take on the much-loved iPod is becoming a Herculean task (David, M. 2006).

In order to compete with Apple, Zune has not only to be more competitive in pricing but also offer unique services and features. The people are steadily shifting to the premium and quality products. Zune can easily satisfy this need as it is known for its high quality and has high brand loyalty. Here the uniqueness can be achieved through real product features like the multi functional remote which will enhance the uniqueness of the product.

The major challenges that will be faced by Microsoft for this project life cycle are in adhering to quality standards and in distribution. Thus the challenges that it is facing is satisfying and exceeding customer delight. This is in terms of product features and quality standards. Moreover by getting the certifications such as ISO 14000, and Deming will help in making itself a quality product. Some of the important requirements to succeed for TQM are:

· Consistent commitment

· Involvement of top management.

· Universal Approval

· Appropriate measures and rewards

It is important for the top management to ensure required resources are available. “Consistent commitment means that the change becomes both an enterprise strategy and an enterprise goal that leaders continuously and obviously support” (Perkins, A. 2006).
Any improvement process succeeds when the people involved in the process approve and understand the need for the process. If there is no support of top management then the improvement process may not have the required resources to implement the program. If there is lack of commitment then the improvement process may not be part of strategy. If there is no universal approval, then the employee may find it hard to believe if the process is good or bad for them and the organization. This may lead to frustration and rejection of the process.

Measures and Rewards

The best way to get and maintain universal approval is to ensure that the improvement process are measured appropriately and accurately and communicated enterprise-wide. Good results and changed behavior must be rewarded. At the same time, unchanged behavior and poor results should not be rewarded. Employees will not work toward change if they continue to be rewarded for old practices (Perkins, A. 2006). Therefore, the company needs to have the above to manage quality improvement process.

Another challenge is of distributing the device to all the corners of the globe. This is a convenience good. Hence intensive distribution strategy can be used, which means high intensity, as these are frequently purchased goods. Microsoft will use multiple channel strategies to reach to the all part of the world. Thus they can have multi channel strategy, which means having more than one selling intermediary such as wholesalers, retailers, exclusive stores, and online shopping sites.

Realization of These Challenges

There is already intense competition in the music market and Apple is a market leader. Moreover there is already a strong competition from companies like Sony, Nokia, Samsung, and Creative Labs. In order to maintain profit margins and survive in this industry, Microsoft needs to reduce its cost of production and remain competitive in the industry. Total quality management can truly help Microsoft in eliminating wastages and improving operating efficiencies. Further, with an intelligent remote enabled Zune, Microsoft wants to become market leader. Thus a comprehensive quality management process will help this process in rolling out a world class product at competitive prices. Moreover optimal distribution strategy will reduce its distribution costs.

Project Goals

The goal of the project is to develop a new hand held computer based remote for running Zune. The device will be multifunctional and autonomous to run Zune.  This will not only be an essential part of Zune, but will also be the media vehicle for advertisers. Thus helping Microsoft’s to accomplish its vision to be a leader in all businesses in which it operates. Further, its goal is to provide total customer satisfaction to its consumers by introducing innovative products. It aims to satisfy all the stakeholders of the company by continuously incorporating their inputs in its operations, products and processes. In order to achieve all these goals and strategic vision to excel in the industry, Microsoft not only needs to produce quality and innovative products aimed at total customer satisfaction, but also needs to produce and offer it at a price which is affordable and competitive.

Total quality management is a tool which can help Microsoft in achieving its objectives from all ends. It will not only help the company in creating products which meets the utmost standards in quality and provide ultimate customer satisfaction, which is the prima facie goal of TQM process, but also helps in improving company's bottom line profits by increasing operating efficiencies, eliminating wastages and creating a conducive environment for growth of the company. The employees get a healthy environment which maximizes their efficiencies and enables them to perform at their best levels. Therefore, the quality improvement process pushes the company from all angles in achieving its strategic goal and plans, in both short term as well as long term.

Technology Roadmap

The technology Roadmap for developing this specialized remote control for the Microsoft Zune music player will be as discussed in the sections below.

Step One

The first step will be to define the broad scope and boundaries of this technological development project. The project sponsor, i.e. Microsoft, will identify the "need", which will be a enhanced remote control for Zune players in this case, and will define how the proposed product plans to resolve the need or problem in hand. This step will also identify the team for the proposed project, along with the leader who will be heading or leading the project. Thus, this step will basically be concerned with setting up essential requirements of the project with respect to problem identification, proposed solution, scope and boundaries and selection of project team.

Step Two

The second step in the technology roadmap will go a step ahead in terms of identifying and finalizing the intricate details about the proposed product, i.e. a remote control player. This step will be concerned with finalizing and reaching a consensus on the essential product features, critical system requirements, evaluation of alternative technologies to develop the product features and to meet the system requirement targets, time frame for developing the product and finally, summarizing the findings in terms of a technology development report.

The final report or outcome of this step will be a detailed document containing comprehensive description about the product to be developed, its features, critical system requirements, underlying technologies, proposed time frame and other essential details. Thus, for our proposed remote control, this report will outline all the key features which will be included in the remote control, the technologies which will be used to support all the features, the methods which will be used to develop the individual components or features and finally, the time frame within which this product will be launched. This report will also highlight the critical requirements of the product, such as terms of usability, cost, and reliability. For example, one of the requirements will be development of an error or bug free remote control with no hassles in terms of software or hardware errors.

Step Three

This final step will involve validating and finalizing the roadmap report and acceptance of the report by the development team.

Project Path

The project will move from the current state to the future state using a combination of approaches. It is necessary to adopt a combination of approaches because Microsoft is facing intense competition in this arena from strong players such as Apple and Sony, and need to offer in such a manner that it not only surpasses other competing offerings in terms of quality and features but is also free from any critical operational issues. Further, Microsoft also needs to keep a close eye on cost related issues.

Since Microsoft has operations in multiple nations around the world, it can take significant advantage of its global teams located in offshore locations like India, to develop this product at a relatively quicker pace and at lower research and development related costs. Therefore, Microsoft will use a combination of developing in-house competencies, partnering and outsourcing to develop the remote control. This is based on the following rationale.

The decision to develop major software components is based on the fact that Microsoft has one of the best talent pools of software professionals and engineers, which can be utilized to develop this product in-house only. This will also enable the company to maintain the secrecy of the project and develop the technology as a proprietary product. The resources in front of the company are large enough to support the development project. Further, the decision to partner other organizations arises because Microsoft does not possess significant expertise in all the related components of the product, such as those related to hardware used in the product, like semiconductors and chips. Microsoft can partner with other leading hardware manufacturers to develop the hardware components or other parts which cannot be developed in-house. This will not only enable Microsoft to seek the expertise of these companies in their respective arenas, but will also expedite the development as multiple components can be developed simultaneously. However, coordination, confidentiality and efficiency will remain critical success factors in this regard.

Finally, the decision to outsource some of the aspects of the development at various offshore locations of Microsoft, such as India will be done to lower the research and development costs associated with the project. This is necessary to offer the new product at lower costs, so that competition is not able to match the product with their own offerings.
Operations Management

The primary operations management considerations for conducting such large scale technology development projects using a combination of approaches will revolve around resolving the coordination related issues among the different teams involved in the project. The in-house core development team will need to coordinate with the partners as well as the offshore teams via constant communication, so that the project stays on its intended course and the individual components are being developed as per the required specification. Project team members will need to utilize various collaboration tools to enable the development of individual components in a smooth and coordinated manner. If mistake occurs at this stage, there will be many interoperability issues among the different components, as and when they are plugged together in the final phases.

Microsoft will also need to keep a close eye on the timelines of the project. The company can lose significant competitive advantage if the development runs out of schedule. This will enable the competitors to march ahead with their own offerings. Efficiency in terms of managing the whole development project is also essential to keep the costs of the new offering under control. Finally, Microsoft will need to establish extensive control, testing and evaluation mechanisms for successful outcome of the project. It is often seen that such new and innovative offerings contain many bugs and errors. Thus, Microsoft will need to conduct extensive testing of the product to ensure that only the best quality product reaches the market.
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