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Project Proposal

Desired Functionality
To enrich the functionality and power of the Zune music player, an intelligent remote control device is required to be developed. Zune already has a remote control device which helps the user to access play lists and control menu navigation and volume. But the play list and navigation is possible only when the Zune player is either attached to a TV, or a standalone docking station.
This new wireless, intelligent memory based remote control device, will have a memory of its own which will be hosting data and executing key commands managed through inbuilt remote applications. The remote will have a new design, look and feel. There will be a touch screen on top of the remote along with key features such as, fast forward, skip, play, stop, pause, plus (for volume increase), minus (for volume decrease) and mute likewise. The screen will have the ability to display the list of songs, videos or photos in the current play list or folder on the Zune player. The user can then select the desired song, video or photo to play or display on the player or any external display and/or audio device connected to the Zune player, such as TVs or music systems.
The remote will also be able to display the full menu screen of the video that has been selected for current play. This menu will always be available on the screen of the remote till the time the selected video is under play. This makes it easier for the user to jump directly to a desired scene or feature set instead of having to pause the current video play and then going through the complete menu launch cycle.

Further more, if the user has wireless internet connection at home then a specific part of the screen on this new remote will display web marketing Ads as sponsored by various companies. If the user likes the Ad or is interested in knowing more about the ad, the user can freeze the Ad on the remotes screen by a single tap. Further, the user could plug the remote directly to his or her computer via a USB connection cable and which will take the user directly to that displayed Ad Company’s website.
Such capabilities of this new Zune remote will empower it to function like a light weight mini computer in the user’s hands. The idea is to develop a new remote device for the Microsoft Zune music player. 
Project Outcomes

A new hand held computer based remote for running Zune. The device will work without the need for being attached to a TV or docking station, audio, video or photos and will become a prototype for future remote controls. This device will be recognized by Microsoft as an essential tool for Zune. The device will also provide a new medium of advertising for the web based marketers and will have a high degree of visibility and advertising value. Any advertising company will sponsor a major part of the development cost in return for exclusive advertising rights for the first two years.

Potential Device Software
1. Software will be of high quality system, having no chance of developing defects.
2. A well defined development process will be defined and known to all parties involved.
3. Software will be built after conducting a market research and will feature the functions that the employees want.
4. The application will make the remote so useful bringing Microsoft’s position in the MP3 player market to a very strong ground.

5. The software will be properly configured and installed on every handset and will require no maintenance.
6. The software will have an inbuilt training program for first time users and will make them familiar with usability features in a step-by-step manner.
Potential Device Hardware

1. New remote device Printed Circuit Board (PCB).

2. Touch sensitive LCD Screen.

3. Fiber plastic device body.

4. Memory chip.
5. In-slot external memory card adapter.
Advantages and Disadvantages

A few notable advantages and disadvantages that can be expected from this projects execution as discussed below.

Advantages

1. The new Zune remote device will be the first of its kind in the world.

2. Microsoft will have a stronger market positioning and a potential market share capture compared to its competitors.

3. Ease of use and adaptability by users.

4. Remote memory will not just be dependent on a fixed memory chip (which by default will be 1GB) but will also allow the user to extend the memory capacity by means of a SD memory card or likewise.

Disadvantages

1. Cost of hardware manufacturing could go up as a result of increase in hardware component prices around the world.

2. For the user to be able to view web marketing Ads on the remote device, a wireless internet connection will be required.

3. Prices for external memory media cards could go up around the world.
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.
Human Resources
Microsoft will need to set up a project team which will handle all aspects of this new product development project.

Project Manager

The project will be headed by an experienced project manager, who possesses demonstrated experience and expertise in handling such large size and critical projects. The project manager will be chosen from existing employees of the company and will be the one who has been previously involved with successful projects within the company. The project manager will be expected to possess strong project management, leadership, communication, and coordination skills and should have strong expertise in terms of managing the project as per prescribed benchmarks regarding quality, cost and schedule. Further, since the project will involve working with partner companies and offshore teams, the project manager should display cross cultural skills as well as ability to handle resources at distant locations. He or she should also be an excellent team player. Finally, he or she should also have strong domain knowledge about the underlying technology and the product being developed.

Software Engineers

The project manager will be assisted by a team of software programmers who will be involved during the analysis, development and testing phase of the software components of the remote control. These programmers will be hired from various departments within Microsoft and will possess strong experience and skills in application software and embedded programming. Further, these programmers will also need to possess strong communication and team skills as they will be working with other people within the project team as well as with employees from partner organizations.

Project Coordinator
The project team will also hire a coordinator who will coordinate the communication between the project team with employees from other partner organizations as well as the offshore teams. The coordinator will ensure that the communication process between these distant teams is going smoothly and information flow is accurate and reliable. The coordinator will be required to display strong communication and coordination skills to manage the different set of teams. The coordinator will also assist the project manager in his day to day work as well as ensure that all the teams, be it the internal project team as well as teams from partner organizations, are being provided with adequate resources and information. The coordinator will also assist the project manager in terms of managing the finances, other resources as well as also handling communications with project sponsors or management. In other words, the coordinator will act like an executive assistant for the project manager.

Quality Manager

The team will also possess a quality manager to ensure high quality standards within the project, not only in terms of processes within the project but also in terms of end results as well. The quality manager will possess strong knowledge of quality tools and processes and will be hired from the in-house quality department of Microsoft.

Hardware Consultants
Since Microsoft does not possess in-house expertise in terms of hardware components of the device and will be partnering with external organizations to develop the hardware component, it will be prudent for the company to hire an external consultant possessing strong hardware knowledge for this project. The consultant will work closely with partner organizations as well as the in-house software team and ensure that there are no interoperability issues between the two components being developed at different locations.

Project Analysts

The project team will also have a team of two analysts who will oversee the commercial aspects of the product, in terms of researching current market trends, consumer tastes and preferences, competitive offerings and changing consumer needs. This team will also be important during the testing phase among the end users.

Resource Budgeting
An estimated salary requirement of each of these personnel is as defined in the table below.

	#
	Resource
	Salary Range (USD)

	
	
	Low
	High

	1
	Project Manager
	$150,000
	$175,000

	2
	Project Coordinator
	$45,000
	$60,000

	3
	Software Engineers
	$75,000
	$90,000

	4
	Hardware Consultants
	$50,000
	$75,000

	5
	Quality Manager
	$50,000
	$100,000

	6
	Project Analyst
	$50,000
	$75,000


Except for the hardware consultants hired from outside, all other team members will be internal employees of Microsoft and the total cost will depend on the number of months these employees are being engaged on this project. The above mentioned are just estimated annual salaries of such professionals.
Rewards System
Apart from the salary and consulting fees being paid, as mentioned above, these team members will also be entitled to bonuses and incentives for completing the project successfully. Such bonuses and incentives will be important in terms of retaining the loyalty and enhancing the motivation levels of these members and ensuring that these team members work with full honesty and commitment to complete this project. On successful completion of the project and after the first Beta release, project team members will be compensated with Merit increases. The proposed reward is to give a bonus of 15% of the employee’s current base salary. “To be eligible for this merit increase, employees must have been employed for at least six continuous months and at least six months must have elapsed since the employee's last salary increase” (TUoT, 2007)
Risk Mitigation and Monitoring

Risk mitigation and monitoring is the responsibility of each member of the project team as well as of the organization as a whole. The development team will consistently be monitoring their progress and project status as to identify present and future risks as quickly and accurately as possible. With this said, the members who are not directly involved with the implementation of the product will also need to keep their eyes open for any possible risks that the development team did not spot. The responsibility of risk management falls on each member of the organization (McGraw Hill HE, 2007).
The tables below discuss the risk mitigation and monitoring plan for this project with regards to technical, people, business and cultural risks.
Technical Risks Assessment

	#
	Risks (Technical)
	Probability of Occurrence
	Severity of Impact

	1
	Poor product quality (Poor quality of final outcome)
	4
	High

	Mitigation Strategy

	Establishment of strict quality benchmarks and closer monitoring of product development by the quality manager.


	#
	Risks (Technical)
	Probability of Occurrence
	Severity of Impact

	2
	Lack of coordination with partner organizations/offshore teams leading to interoperability issues between hardware and software components
	4
	High

	Mitigation Strategy

	Project Team need to work closely with the vendor's team and ensure proper communication and coordination to avoid any communication gaps.


	#
	Risks (Technical)
	Probability of Occurrence
	Severity of Impact

	3
	New functionalities being added during the course of project due to changing consumer preferences, especially during the testing phase
	4
	High

	Mitigation Strategy

	As consumer tastes and preferences change rapidly, the team should be ready to implement additional functionalities or features in the device, as per the needs of the consumers by making provisions in advance for such unexpected changes. Such situations might arise during the testing phase with the end users, where the functionalities developed in the device might not be as per liking of the consumer. To avoid such situations, apart from making provisions in the plan to integrate new functionalities, extensive research and analysis about consumer preferences and need should be done in advance.


People Risks Assessment
	#
	Risks (People)
	Probability of Occurrence
	Severity of Impact

	1
	Lack of Cooperation/Commitment from Management
	3
	High

	Mitigation Strategy

	Project team should convince the management by explaining them the potential benefits and return on investment made on the project.


	#
	Risks (People)
	Probability of Occurrence
	Severity of Impact

	2
	Shortage of Skilled employees/team members for the project
	4
	High

	Mitigation Strategy

	Proper planning and formulation of hiring strategy in advance will avoid shortage of skilled employees, if any, required during the course of the project


Business Risks Assessment
	#
	Risks (Business)
	Probability of Occurrence
	Severity of Impact

	1
	Shortage of resources/Over budgeting
	4
	High

	Mitigation Strategy

	Proper planning, accurate forecasting and estimates and contingency plans will help in avoiding shortage of resources. Management also needs to be proactive and should be prepared to meet emergency resource requirements.


	#
	Risks (Business)
	Probability of Occurrence
	Severity of Impact

	2
	Delays in Completion of the Project
	4
	High

	Mitigation Strategy

	Proper planning and risk management in advance along with contingency plans will help in meeting deadlines.


	#
	Risks (Business)
	Probability of Occurrence
	Severity of Impact

	3
	Project might hamper current schedule, processes and ongoing work of Microsoft
	4
	Medium

	Mitigation Strategy

	The current processes, systems and work schedule will be disturbed due to ongoing product development and engagement of internal employees in the project, which can be avoided via strong leadership, proper communication, coordination and effective managerial skills by top management and senior managers.


	#
	Risks (Business)
	Probability of Occurrence
	Severity of Impact

	4
	Leakage of sensitive project information
	4
	High

	Mitigation Strategy

	The project team should be carefully selected and their loyalty and commitment should be secured via proper incentives and remuneration.


	#
	Risks (Business)
	Probability of Occurrence
	Severity of Impact

	5
	Introduction of similar product by competitors
	5
	High

	Mitigation Strategy

	The project team and the sponsor should monitor competitor's moves closely and should be ready to implement changes in terms of adding new functionalities, in the event if competitor also offers similar offering during the tenure of the project.


	#
	Risks (Business)
	Probability of Occurrence
	Severity of Impact

	6
	Patent related complaints from competitors
	4
	High

	Mitigation Strategy

	The competitors might sue the company for copying the product or patent infringement. Microsoft should obtain necessary patents in advance for this proposed technology or device.


Cultural Risks Assessment
	#
	Risks (Cultural)
	Probability of Occurrence
	Severity of Impact

	1
	Difficulties in coordinating with offshore team and partner organizations
	4
	High

	Mitigation Strategy

	Training to operate in cross cultural business environment should be provided in advance to project team to ensure that they work in close coordination with team members from offshore locations as well as representatives from partner organizations.


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:

[image: image1.wmf]
(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.
Project Resources
Microsoft will need to set up a project team which will handle all aspects of this new product development project. The team will comprise of a Project Manager, Software Engineers, Project Coordinator, Quality Manager, Hardware Consultants, and Project Analysts.

Project Manager

The project will be head by an experienced project manager, who will possess demonstrated experience and expertise in handling such large size and critical projects. The project manager will be an existing employee of the company and will be the one who has been previously involved with successful projects within the company. The project manager will also possess strong project management, leadership, communication, and coordination skills and should have strong expertise in terms of managing the project as per prescribed benchmarks regarding quality, cost and schedule.

Further, since the project will involve working with partner companies and offshore teams, the project manager will display cross cultural skills as well as ability to handle resources at distant locations. He or she will also be an excellent team player. Finally, he or she will have strong domain knowledge about the underlying technology and the product being developed.

Software Engineers

The project manager will be assisted by a team of software programmers who will be involved during the analysis, development and testing phase of the software components of the remote control. These programmers will be hired from various departments within Microsoft and will possess strong experience and skills in application software and embedded programming. Further, these programmers will also need to possess strong communication and team skills as they will be working with other people within the project team as well as with employees from partner organizations.

Project Coordinator

The project team will also hire a coordinator who will coordinate the communication between the project team with employees from other partner organizations as well as the offshore teams. The coordinator will ensure that the communication process between these distant teams is going smoothly and information flow is accurate and reliable. The coordinator will be required to display strong communication and coordination skills to manage the different set of teams.

The coordinator will also assist the project manager in his day to day work as well as ensure that all the teams, be it the internal project team as well as teams from partner organizations, are being provided with adequate resources and information. The coordinator will also assist the project manager in terms of managing the finances, other resources as well as also handling communications with project sponsors or management. In other words, the coordinator will act like an executive assistant for the project manager.

Quality Manager

The team will also possess a quality manager to ensure high quality standards within the project, not only in terms of processes within the project but also in terms of end result. The quality manager will possess strong knowledge of quality tools and processes and will be hired from the in-house quality department of Microsoft.
Hardware Consultants

Since Microsoft does not possess in-house expertise in terms of hardware components of the device and will be partnering with external organizations to develop the hardware component, it will be prudent for the company to hire an external consultant possessing strong hardware knowledge for this project. The consultant will work closely with partner organizations as well as the in-house software team and ensure that there are no interoperability issues between the two components being developed at different locations.

Project Analysts

The project team will also have a team of two analysts who will oversee the commercial aspects of the product, in terms of researching current market trends, consumer tastes and preferences, competitive offerings and changing consumer needs. This team will also be important during the testing phase among the end users.

Resource Budgeting

An estimated salary requirement of each of these personnel is as defined in the table below.

	#
	Resource
	Salary Range (USD)

	
	
	Low
	High

	1
	Project Manager
	$150,000
	$175,000

	2
	Project Coordinator
	$45,000
	$60,000

	3
	Software Engineers
	$75,000
	$90,000

	4
	Hardware Consultants
	$50,000
	$75,000

	5
	Quality Manager
	$50,000
	$100,000

	6
	Project Analyst
	$50,000
	$75,000


(Monster.com, 2007)

Except for the hardware consultants hired from outside, all other team members will be internal employees of Microsoft and the total cost will depend on the number of months these employees are being engaged on this project. The above mentioned are just estimated annual salaries of such professionals.

Financial Projections
Financial plan, budgeting and forecasting is one of the important components of the business plan and success of the business. This consists of details on raising and allocating financial resources in an efficient and effective manner.

There will be capital expenditure for setting up of the project. These investments will provide benefits for long term and will include: 

· Investment in Facilities such as Building, Office Premises and Furniture.

· Product development and design costs including one time software and hardware development charges. This will include the compensation paid to the project team. Assuming the product development team will be functional for one year; hence salaries of one year have been taken into consideration.

The table below defines the estimated cash layout and salary requirement of each of these personnel for the project.

	#
	Resource
	
	Salary  (USD)
	Number
	

	
	
	
	(High)
	
	

	1
	Project Manager
	
	$175,000 
	1
	$175,000 

	2
	Project Coordinator
	
	$60,000 
	1
	$60,000 

	3
	Software Engineers
	
	$90,000 
	10
	$900,000 

	4
	Hardware Consultants
	
	$75,000 
	5
	$375,000 

	5
	Quality Manager
	
	$100,000 
	1
	$100,000 

	6
	Project Analyst
	
	$75,000 
	2
	$150,000 

	7
	One time training costs
	
	
	
	$100,000 

	
	Total 
	
	
	
	$1,760,000 

	
	Bonus (15%)
	
	
	
	$264,000 

	
	Total Cost
	
	
	
	$2,124,000 

	
	
	
	
	
	

	8
	Infrastructural Costs
	
	
	
	$10,000,000

	
	
	
	
	
	

	
	Total Initial Investment
	
	
	
	$12,124,000

	
	Life of Assets
	5 Years
	
	
	

	
	
	
	
	
	

	Depreciation = Total Initial Investment/Life of Assets
	$2,424,800 
	
	


Operating Cost Structure

The cost structure will comprise of fixed costs and variable costs during the operational time of the project.
Fixed Costs
· Depreciation
· Regular training  and maintenance costs 
· Other manufacturing overheads 
· Indirect salaries and wages 
· Advertising 
· Other marketing overheads 
· Office supplies 
· Telephone 
· Utilities 
· Legal and accounting 
· Automobile and travel expenses
Variable Costs

· Direct material costs (e.g. hardware and software costs) 
· Direct human resource costs (i.e. salaries paid to application developer and training costs) 
· Variable overheads
The table below defines the estimated Operating Cost Structure for this project.
	Operating Cost Structure
	
	At 1,200,000 units per annum (i.e. 1,200,000x20)
	24,000,000

	
	in USD per unit (i.e. 1,200,000x5)
	6,000,000

	Direct Material Costs
	5
	6,000,000
	( 1,200,000x5

	Direct Labor Costs
	2.5
	3,000,000
	( 1,200,000x2.5

	Variable Manufacturing Overhead
	0.5
	600,000
	( 1,200,000x0.5

	Add Fixed Manufacturing Overhead
	
	
	

	Depreciation
	
	12,124,000
	

	Other Manufacturing  Overheads
	
	200,000
	

	Total Manufacturing cost
	 
	21,924,000
	


The table below defines the estimated Operating Costs for this project.

	Indirect Salaries and Wages
	$200,000

	Advertising
	$1,000,000

	Office Supplies
	$100,000

	Telephone
	$84,000

	Utilities
	$222,000

	Legal and Accounting
	$128,000

	Automobile and Travel Expenses
	$1,000,000

	Other Marketing Overheads
	$500,000

	Total Other Overheads
	$3,234,000

	Total Operating Costs (+ Total Manufacturing Cost)
	$25,158,000


The most likely forecast of revenue per annum is as defined in the table below for this project.

	
	Per Unit (in USD)
	

	Estimated Additional Revenue from New Zune
	$20 
	

	Estimated Additional Revenue from Advertisements in Zune
	$5
	

	Total Additional Revenue
	$25 
	

	Estimated Unit Sales per Month
	100,000
	Pieces

	Estimated Unit Sales per Annum
	1,200,000 
	Units

	Total Additional Revenue per Annum
	$30,000,000 
	


Net Present Value (NPV)

The investment decisions of a firm are generally known as the capital budgeting, or capital expenditure decisions. The firm’s investment decisions would generally include expansion, acquisition, modernization and replacement of the long-term assets. Sale of a division or business (divestment) is also as an investment decision. Thus this decision regarding the launch of new intelligent remote device is a capital budgeting decision. The techniques which can be used for evaluating the project are the Net present Value (NPV), and Internal Rate of Return (IRR).

The table below defines the estimated NPV for this project for duration of 5 years.

	Year
	0
	1
	2
	3
	4
	5

	Sales Revenue
	$30,000,000 
	$30,000,000 
	$30,000,000 
	$30,000,000 

	Less Operating Costs
	$25,158,000
	$25,158,000
	$25,158,000
	$25,158,000

	Earnings before Taxes
	$4,842,000
	$4,842,000
	$4,842,000
	$4,842,000

	Less Taxes
	$1,597,860
	$1,597,860
	$1,597,860
	$1,597,860

	Earnings after Taxes
	$3,244,140
	$3,244,140
	$3,244,140
	$3,244,140

	Cash Flow after Taxes
	$5,668,940 
	$5,668,940
	$5,668,940
	$5,668,940

	Terminal Cash Flow
	
	
	
	

	Capital Cash Flows
	($12,124,000)
	
	
	
	

	Net Cash Flows
	($12,124,000)
	$5,668,940
	$5,668,940
	$5,668,940
	$5,668,940

	Cost of Capital
	20%
	
	
	
	

	NPV
	$4,829,601 
	
	
	
	


Calculation Basis:-

Sales Revenue 

= (Optimistic + Pessimistic) / 2
Earnings before Taxes 
= Sales Revenue – Less Operating Costs

Less Taxes 

= Earnings before Taxes x 0.33

Earnings after Taxes 
= Earnings before Taxes – Less Taxes

Cash Flow after Taxes
= Earnings after Taxes + Depreciation Costs (( from the cash layout table above)

Capital Cash Flows

= - Total Initial Investments (( from the cash layout table above which is:

      Capital Cost + Product Introduction Cost + Investment in Working Capital)

Since this project is giving a positive NPV of $4,829,600, this product is recommended for launch.

Sensitivity Analysis

Sensitivity analysis is a way of analyzing change in the project’s NPV (or IRR) for a given change in one of the variables. The following three steps are involved in the use of sensitivity analysis:

· Identification of all those variables, which have an influence on the project’s NPV

· Definition of the underlying (mathematical) relationship between the variables.

· Analysis of the impact of change in each of the variables on the project’s NPV.

The decision maker, while performing sensitivity analysis, computes the project’s NPV for each forecast under three assumptions: (a) Pessimistic (b) Expected, and (c) Optimistic.

The table below defines expected cash flow outcomes for the Most Likely, Pessimistic and Optimistic cases.

	
	Most likely
	Pessimistic
	Optimistic 

	 
	Original case 
	Reduction in Cash flows
	Increase in Cash flows

	Year 
	
	
	

	0
	$(12,124,000)
	 $(12,124,000)
	$(12,124,000)

	1
	 $5,668,940 
	$4,251,705 
	$7,086,175

	2
	 $5,668,940 
	$4,251,705 
	$7,086,175

	3
	 $5,668,940 
	$4,251,705 
	$7,086,175

	4
	 $5,668,940 
	$4,251,705 
	$7,086,175

	5
	 $5,668,940 
	$4,251,705 
	$7,086,175

	
	
	
	

	Cost of Capital
	20%
	20%
	20%

	NPV
	$4,829,600.78 
	$591,200.59 
	$9,068,000.98 


If there is reduction in cash flow then the organization's NPV is also positive $591,200 and it should be accepted and if there is an increase in cash flow then the NPV has increased to $9,068,000 which is good and should be accepted as well.

Project Timeline
Attached to this document is a Gantt chart of the project which defines high level phases of the project and their related sub tasks: 

· Screening stage

· Investigation stage 

· Development stage

· Pilot stage

· Commercialization stage

· Post commercialization stage. 


[image: image2.emf]C:\Shakil\ MBA-TechnologyManagement\13-TMGT\570\Week-6\Zune Remote Gantt Chart.JPG


(For a detailed work breakdown structure, please refer to the attached Gantt chart).
Methods of Internationalization

Licensing

An organization can have franchisee or technology licensing across the border. Licensing is a form of strategic alliance, which involves the sale of a right to use certain proprietary knowledge (so called intellectual property) in a defined way. 
The intellectual property may be registered publicly, for example in the form of a patent or trademark, as a means of establishing ownership rights. Or, it may be retained within the firm: referred to as know-how, it is commonly based on operational experience.  Know-how for licensing purposes may include commercial and administrative knowledge as well as technical knowledge. The licensing agreement is the legal agreement setting out what is to be transferred from licensor to licensee and under what conditions. The licensee usually pays a lump sum (front-end) payment. Additionally there is normally a royalty rate, which tends to vary around a ‘rule of thumb’ of 5%, depending on the type of industry and rate of technological change (Macmillan Reference, 2006).

Therefore, it involves low commitment of capital and in turn low risk and return, as compared to other strategies as majority of the risk is taken by the licensee.
Exporting

An organization will start exporting goods and services because it involves low commitment of capital and in turn low risk and return. Exporting is a form of transportation of domestic or nationalized goods and services from one country to another. Any type of goods can be exported out of a country to fulfill commercial objectives. Overall it is low risk, as it does not involve long-term capital investment in foreign location. 
Joint Ventures
A joint venture is a form of strategic alliance between two or more company’s to undertake economic activity together. Here the company’s agree on creating together a new entity by both contributing equity, and sharing revenue, expenses, and control of the new enterprise. A venture can be established for either continuing a business relationship, such as the Sony Ericsson joint venture or it can also be specific to just on project. Some of the reasons why organizations prefer stepping into a joint venture are:

· Spreading costs and risks

· Improving access to financial resources 
· Economies of scale and advantages of size 
· Access to:

· New technologies and customers 
· Innovative managerial practices 
· Taxation as a partnership (in the case of un-incorporated joint ventures) (GoUpstate, 2007).
Therefore, this involves medium risk and medium return strategy. 
Wholly Owned Subsidiaries

There can be direct investments in production and distributed assets, which means having a wholly owned subsidiary. This involves high commitment of resources as it involves capital investment like purchasing its own assets in an international country. This also involves higher risk and in turn chance of higher return. 
Advancement of Technology

Over the past few years, developments in Internet and online technology have increased with the deployment of broadband and wireless communication networks and the affordability of desktop and laptop computers. As a result, businesses and individuals around the world have harnessed these new technologies to create business-to-consumer, business-to-business, consumer-to-consumer and the other e-commerce market places.
Changes and advancements in technology have risen to a level where they have become a significant driving factor in business globalization. Some of the benefits of these advancements to business organizations are: 
· Clear communication of management’s vision and objectives

· Personalized and customized communication

· Improving the image and trust towards the company

· Magnifying the choice as it can be on demand or real time 
· Instant communications with the end users 
· Creating a unique identity of the organization 
· Eliminating geographic and time restrictions, enabling easy expansion of international operations

· Introducing new products or brand launches internationally

· Measuring customer satisfaction levels from all the parts of the world 
· Employee empowerment, hence improving efficiency and profitability of the  organization

· User reviews and greater feedback from the public globally 
· Personalization, providing customized features to its end users thereby enabling content to be more portable than ever and easier to remix, mash together or reuse in different contexts as appropriate

· Collaboration, which can be used to collaborate globally in order to have a global reach

· Advertising in a cost effective manner through viral marketing

· Discovering new content which can be more automated and relevant than ever before 

Hence the future of an organization relies on its ability to adapt to technological advancements. For example, Apple Computers has created a revolution within the music industry with innovative creations, such as, the iPod and iTunes. These products allow immediate access to downloadable music that is replacing traditional music CD subscription services globally.
Advantages and Disadvantages

Some common ways of doing a technology transfer are:
· Purchasing the technology

· Licensing of technology 
· Collaboratively developing the technology 
· Purchasing the corporation having the technology 
Licensing

In licensing there is a right given for the limited use of technology, which is permission given for the use of technology as per specified terms and conditions. Generally this permission is given for a limited time and thus provides lot of flexibility to the organization. On completion of this period, the licensee can no longer use the technology.

Exports and Technology Transfer 

In exports there is hardly any technology transfer. It involves sale of products, enabling the seller to have full rights of the technology and making the product. Thus it does not include the other organizations or the international counterpart in technology decisions.
Joint Ventures 
This is a very good way of developing new technology with least risk and cost effects. The organization can share the risk and investment with the joint venture partner. But there is a greater risk of loss of control on the technology in this regard.
Wholly Owned Subsidiary 

A wholly owned subsidiary is a replica of an organization in the international market. Here the organization is most flexible in sharing the technology with the subsidiary organizations, but has higher risk and higher cost strategy associated with it.
Marketing Challenges

There are various challenges in marketing a product to diverse countries, like differences in culture, business practices, customs, languages, customer preferences and tastes, and negotiation styles. Such differences make it extremely challenging for marketers to develop customized strategies to enter desired markets. Marketers need to take into consideration the peculiar cultural sensitivity issues and other considerations before developing and implementing their marketing strategies. Due to the differences in cultures and customs, promotion strategies need to be customized as per liking, tastes and preferences of target customers. There are legal and regulatory challenges as well; a campaign which might be considered appropriate for one country cannot be replicated in another, merely due to legal or regulatory restrictions.

To market the product effectively, Microsoft will need to develop an international marketing strategy specific to the country which it plans to explore. The company needs to hire local professionals and marketing experts in order to bring local marketing experience and knowledge to the company. The expatriates from Microsoft's global headquarters will need to work closely with their local counterparts to tap the potential of these different markets. Further, Microsoft needs to develop an acute understanding of the existing infrastructure, and technological facilities in order to customize the product for the market.

Target Market

Other than India and China, Russia is amongst the fastest growing and emerging markets in the world and provides an attractive opportunity for Microsoft to sell its remote control device for the Zune player. The general economic situation and increased spending power in Russia has favored development of the consumer electronics market.

New distribution channels are becoming more commonplace and consumer preferences are evolving to become more sophisticated. As spending power increases, sale of consumer electronics are expected to increase as well. This makes Russia a very attractive market for the digital content industry (CEM, 2006)

In 2006, the total market for mp3 music players was approximately 1.7 million devices and such factors present a very attractive opportunity for Microsoft to sell its remote control device. Yet another significant factor is the PC market, as it is impossible to load music onto a player without a computer. According to the local ICT-ministry, in 2006, the install base of PCs in Russia has grown by 35% and totals 23 million units (OSP International, 2006)

What makes Russia stand out against other markets is the enormous demand for CD and mp3 music players. The Russian market lacks investment in promotion of mp3 players by other companies. This trend reveals itself especially when examining Western Europe where these devices are hyped by means of both outdoor and TV advertisements as well as loads of periodicals devoted to the mp3 players alone (Mobile Review, 2006)

4P Analysis and Adjustments

It is equally important to understand the 4P Analysis for Russia as well as the adjustments that will be made for each of these 4P's to achieve the objectives in a foreign market.

Product

The product will require modifications like the need for a Russian language based operating system which the locals will certainly like to see. Further, the electricity standards in Russia are different as compared to United States and thus, modifications will be required for accessories such as chargers for this device.

Price

The Russian market unlike those of the Western Europe is not much dependant on price and agrees to pay more for design, quality and functionality. Thus, Microsoft can expect to reap premium for its unique remote control device which has a number of functionalities and no competition in that marketplace. 

However, Microsoft will need to be competitive in pricing as well because Apple already has a strong market in the Russia. Since the remote control device is a unique value added feature to the existing Zune player, pricing adjustments will have to be made in such a manner that the combined price of these two products clearly reflects the "value proposition" of this device, especially against an established and popular player like iPod.

Promotion

Microsoft will need to take a deeper look at some of its aggressive competitors in the market. Combined with a wide product line-up and fairly high-quality products, this will allow Microsoft to secure a significant share on the market (Mobile Review, 2006).

Companies have not spent enough on marketing and promotional efforts in the Russian market. Thus, Microsoft will need to follow footsteps of its aggressive competitors by customizing their offerings and promotion strategies per local consumer tastes. For that Microsoft will need to use outdoor and TV advertisements, along with the Internet to promote its unique remote control device.

Place

Microsoft will need to follow distribution practices that other major players such as Apple have been following for their iPod and related accessories. The best way is to tie up with leading federal retail chains that operate on nationwide basis, numerous regional chains as well as distributors that can sell to smaller outlets.

Further, Microsoft will need to establish distribution points in provinces where the growth rate in sales has been quite encouraging for digital devices. Internet will also be another major distribution channel and Microsoft can capture the e-commerce boom to distribute its remote control device. This will reduce the number of intermediaries and will allow Microsoft to gain higher margins (Mobile Review, 2006).

Media Coverage

Microsoft will need to use a combination of media channels, as per different conditions that exist in Russia. Web based and email based marketing campaigns will remain in almost all the marketing campaigns, primarily due to its cost effectiveness and vast reach. Similarly, print and electronic media campaigns will depend on a variety of factors, such as cost of alternative media, strategies pursued by other companies and penetration levels of each media among the target population. One appropriate strategy could be using industry publications and magazines on consumer electronics. Microsoft can use such industry publications to effectively reach its target markets. Microsoft can also participate in local trade shows and exhibitions to showcase its innovative product. Kiosks can be established at prominent locations and demos can be provided to attract the consumers to this new and innovative product.

Method of Technology Transfer

Unless the size of the market is large enough to justify, Microsoft should not set up manufacturing or assembling operations in the country. One possibility that can arise in the near future is that, Russia can be used as a strategic base for the whole of Eastern Europe. At that point, Microsoft can plan to shift its manufacturing or assembling operations accordingly. Since this is a unique device and competition will follow sooner or later, it is not advisable to license other companies to manufacture the product in Russia. Microsoft will need to keep the technology behind this device as secure as possible and maintain full control over manufacturing operations to ensure secrecy as well as higher quality. Thus, the best way of technology transfer is to ship a ready to use product from one of its manufacturing plants around the world.

Securing Resources

As Microsoft sets up manufacturing or sales operations, it will require procuring raw materials and inputs for manufacturing the product. In terms of procuring the raw material, the purchasing process in this international market will differ as per the local customs or business practices. Even though some elements or features will remain the same during the purchasing process, some degree of customization will be necessary to ensure that the purchased products are of the highest quality and are obtained at the lowest prices.

Microsoft should implement a global supply chain management solution which will be used by all its subsidiaries for its procurement or purchasing needs and will ensure consistency, smoothness and efficiency in its purchasing policies. Similarly, in terms of securing human resources, Microsoft will need to use local human resource consultants and HR firms to obtain the best possible talent. Further, Microsoft will need to train these employees to make them at par with domestic employees and prepare them to adjust to the corporate culture.
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Software Development Team
Executive Management Software Development Team

Executive Management
Software Development Team project Manager
Marketing Team
Warketing Team

Software Development Team
Software Development Team

Pracess Engineer

Software Development Team Hardware Consutart

Safety Cortrol Team

Software Development Team Legal

Legal Project Manager

Finance Manager

Software Development Team project Manager

Software Development Team

Executive Management Software Development Team Project Manager
Executive Management Project Manager

Executive Management Project Manager

Software Development Team Marketing Team
Warketing Team

Warketing Team

Software Development Team

Software Development Team
Software Development Team

Software Development Team

Executive Management Software Development Team

Software Development Team

Marketing Team Software Developmert Team

Software Development Team process Engineer

Process Engineer

Project Manager

‘Software Development Team Markeling Team Project Manager
Process Engineer Hardware Consutart

Software Development Team project Manager rternal Customer

Executive Management Software Development Team Marketing Team
Software Development Team

Legel Prosess Engineer

Executive Management Legal

Software Development Team

Software Development Team Safety Cortrol Team

Software Development Team project Manager

Finance Manager

Software Development Team

Execuive Management Software Development Team Legel
Software Development Team project Manager

Software Development Team project Manager Process Engineer
Executive Management Project Manager

Executive Management Project Manager
Legal Project Manager

Project Manager
Software Development Team project Manager
Software Development Team project Manager
Software Development Team
Software Development Team
Software Development Team project Manager
Software Development Team
Software Development Team

Marketing Team Project Manager
Project Manager,Safety Control Team

Pracess Engineer

Software Development Team Marketing Team

Finance Manager

Legal

Executive Management Project Manager

Executive Management,Software Development Team Marketing Team,

Executive Management
Software Development Team Hardware Consutant
Process Engineer Hardwars Consutart

Software Development Team purchasing
Software Development Team Hardware Consutart
Herdware Canstitant

Software Development Team project Manager
Software Development Team ardware Consutant

Software Development Team
Executive Management Software Development Team Project Manager
Process Engineer Hardware Consutart

‘Software Development Team Marketing TeamFinance Manager
Executive Management Project Manager

Executive Management Project Manager
Executive Management Marketing Team

Executive Management Marketing Team

Project Manager Harciware Consutant

Warketing Team

Executive Management Software Development Team Marketing Team




