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Abstract: Being currently in crisis Microsoft is establishing new strategies, 
products and is changing internal culture in order to step out from the impasse on 
the market. They want to enable new productive abilities to the customers, 
changing the approach and priorities in the technology development. They 
rephrased their statement, trying to keep up and if possible innovate current trends.  
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Introduction 

One of the biggest IT companies on the market, Microsoft, is experiencing the process 
of change in their own structure. New CEO of Microsoft, Sataya Nadella, stated “The 
day I took on my new role I said that our industry does not respect tradition – it only 
respects innovation. I also said that in order to accelerate our innovation, we must 
rediscover our soul – our unique core.”[1]. Microsoft needs changes in order to exit the 
current impasse and be again competitive on the market. To achieve that Nadella is 
going to change internally Microsoft inspired also by Drucker’s words that “culture eat 
strategy”. This means that culture has to be changed to adjust proper strategy for 
company’s “evolution”[2]. 
 

1. The Adaptive Cycle 

In the context of adaptive cycle Microsoft is in 
the stage of crisis, trying to achieve 
entrepreneurship and finally equilibrium 
through new combinations. Having this in 
mind they have to rethink their organizational 
structure and priorities. Nadella lists the 
primary set of changes as: “Organizations will 
change. Mergers and acquisitions will occur. 
Job responsibilities will evolve. New 
partnerships will be formed. Tired traditions 
will be questioned. Our priorities will be 
adjusted. New skills will be built. New ideas 
will be heard. New hires will be made. 
Processes will be simplified”[1]. All these changes refer to the stage between crisis and 
new combinations, redesigning the culture and internal habits. 
 

2. Microsoft 

2.1. Crisis 

Microsoft is currently in the process of changes and new internal establishments. 
However it is important to investigate and explain why they are in such phase and in 
which direction they are going to evolve. Following view of Microsoft on the market 
by its participants explains a little their main problem: “The company, despite being 



one of the richest, most powerful tech companies of all time, is generally 
underestimated and seen as a second-class citizen to companies like Apple, Google, 
Amazon, and even Facebook, by the tech elite.”[5]. That vision is empowered as 
“Microsoft lacks, for lack of a better phrasing, a mission statement. This creates an 
identity crisis.”[5]. In other words, Microsoft lacks of clear mission statement what 
pushed them into the crisis. All competitors accordingly to the studies have their 
defined identities, aiming their products to customers or to the perfection. They have a 
statement, the aim of existence, which highlights them on the market [5]. On the 
contrary no one could clearly define Microsoft’s statement as, “This lack of a simple 
guiding ethos is what hurts Microsoft. It's hard for people on the outside to say, 
"Microsoft, they're the company that cares about X." (Whatever X might be.)”[5]. Their 
“X” is not clearly defined and their attempt is to change this situation by reinventing 
their core, strategy and culture stepping into the phase of new combinations. 

2.2. New combinations 

They started by defining their key change which is: "We need places where we 
innovate and we need renewal is in the core. When I think of our challenge today ... the 
core priority is renewal of mainstream work [processes]. Let's take what we are good at 
and rethink it.”[2]. They want to change whole structure of the company, trying to 
redirect their work into new and promising topics. As identified before, they are good 
in IT technology and they can innovate [4]. However they have to change their 
approach and focus on the key market triggers.  
First of all they state “Microsoft is the productivity and platform company for the 
mobile-first and cloud-first world.”[1]. This decision is motivated by the fact that "We 
have a lot of work to do. We have 90% of PC [market] share and 14% of total device 
share. “[2]. They want to focus on the mobile and cloud markets, aiming their changes 
into the most promising trends in current technology development. Their development 
aims to improve also the productivity of the users, as “Microsoft will reinvent 
productivity for people who are swimming in a growing sea of devices, apps, data and 
social networks.”[4]. They want to be present on the market driven by the mobile 
devices and big data trends. Their goal is to improve the productivity of users by 
enabling synchronization of multi-devices, their apps and features creating one big 
productive and easily accessible platform. 
Moreover they want also change internal culture as it was mentioned in the 
introduction. Microsotft’s internal change includes “he's making all the teams share 
their software code. That's a drastic change from Microsoft's usual way in which people 
"hold" and "protect" their own projects”[2] as they want “more employees to contribute 
to outside open source projects”[2]. Moreover such change also results in applying 
strategy "nothing is off the table."[2], which means that nothing is hidden from the 
employees and they can all contribute and develop currently “living” ideas.  
 
2.3 Entrepreneurship 
 
Being still in phase of new combinations Microsoft is also currently introducing their 
new aims and strategies into life. They recently presented their beta models of new 
operating system, which will be available for every device, creating a multi-device 
platform for their customers. They are also still developing their X-box, which aim is to 
increase the shares in revenues from this segment of the market, as they don’t want to 
abandon games area [6].  
 
3.0 Conclusion 
 
Described current situation of Microsoft shows that even huge competitive companies 
have to change their approach to the business and their strategy in order to be still 
existent on the market. It is an inevitable process to go through all adaptive cycle’s 
phases again, but it is important to start the cycle as soon as the crisis is identified. 
Microsoft needed more time, but his renewal will be refreshing for both customers and 
the company itself opening new paths for development and innovation, leading to 
higher competitiveness and success. 
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