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ABSTRACT 

One of the most recent developments at 

Microsoft is the acquirement of Nokia’s devices 

and services business. Besides this 

acquirement, Microsoft is also developing a 

new business strategy. This new strategy has 

serious consequences for the employees of 

Microsoft. 

In this case study, I will describe what is 

happening at Microsoft and how the company 

is changing in order to keep up with the 

competition. 

This case study is divided into four paragraphs. 

In the first part I will describe the adaptive 

cycle. In the second part I will summarize what 

is happening at Microsoft. The third part will 

explain the new business strategy. At the end I 

will describe how the changes at Microsoft 

relate to the adaptive cycle. 

 

THE ADAPTIVE CYCLE 

The cyclic development path [3]  (Figure 1) that 

an organization goes through can be divided 

into four sections. 

The first section is a phase where the 

customers are satisfied and there is no reason 

for strategic choices. Everything is working fine 

and the management can rely on the current 

skillset. This phase is also call the equilibrium. 

The second section of the model describes a 

phase where the company becomes uncertain 

of what to do and how to act upon. When the 

fear of what to do next is transformed in 

options to choose from, the company is in the 

third state of the model. When a choice has 

been made from one of the numerous options 

in phase three the company is certain about 

what it wants but needs to develop these ideas 

into actions. 

Once the company implements these changes 

we return to the equilibrium state. 

 
Figure 1 - The adaptive cycle 

MICROSOFT 

Founded in the 1970’s, Microsoft has become 

one of the largest players in the IT industry. 

Microsoft serves businesses and consumers 

with productivity and operating system 

software. Besides that, Microsoft also develops 

hard- and software for platforms such as Xbox 

and Windows phone.  

 

On the 15th of July 2014, Microsoft CEO Satya 

Nadella informed all employees [1] about the 

layoff of 18,000 people [2] in the fiscal year 

2015. 12,000 of these layoffs are Nokia 

personnel. The remaining 6,000 layoffs would 

be divided over several moments later this 

year and will hit people from all positions and 

divisions. 

 

CHANGE IN STRATEGY 

One could argue that Microsoft was never able 

to copy the success of building and selling 

operating system software and office 

productivity suites to other products and 

services. The Bing search engine for example 

failed to compete with Google search, and the 

mobile devices division, that is in charge of 

Windows phone, and mobile devices such as 

the Zune never took off. 

Microsoft wants to compete with mobile device 

makers in the markets where they expect to 

make a difference. These markets aim at 

middle class devices, also known as feature 

phones instead of top notch smartphones. 
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This mobile first, cloud first strategy [4] is also 

in line with their platform strategy. Where 

Microsoft wants to bring Microsoft Office to 

other platforms such as Apple’s IOS. Where 

Microsoft used to want a Windows operating 

system on every pc, nowadays, it is much 

more interesting to sell products and services 

on every platform. 

But how do these changes relate to the 

adaptive cycle mentioned earlier in this paper? 

 

THE LINK 

When Microsoft was established in 1975 the 

company was experimenting with an operating 

system that could be used on every personal 

computer. 

Image - Microsoft staff, Albuquerque, Dec 7, 1978 

It was only from 1992 on when Microsoft was 

able to cash in on this success with the 

Microsoft Windows 3.1 operating system. The 

first 17 years at Microsoft were spent on trying 

new things (the first phase of the adaptive 

cycle), before they could exploit the success of 

their product. (The second phase of the 

adaptive cycle.) 

Over the years Microsoft tried to reinvent 

themselves multiple times, but they were never 

able to match the success of Microsoft 

Windows and Microsoft Office products to 

other product lines and services. 

At the current state it is getting more and more 

complicated for Microsoft to be in control of all 

their divisions. As CEO Satya Nadella stated 

[1]: “First, we will simplify the way we work to 

drive greater accountability, become more 

agile and move faster. As part of modernizing 

our engineering processes the expectations we 

have from each of our disciplines will change. 

In addition, we plan to have fewer layers of 

management, both top down and sideways, to 

accelerate the flow of information and decision 

making.“ 

Although we do not have all the options on the 

table that Microsoft considered before 

announcing the change in strategy and layoffs, 

we do know that Microsoft realised that 

companywide change was needed. 

The press release and multiple statements to 

Microsoft staff indicate that Microsoft is in the 

fourth state of the adaptive cycle. All the 

actions to undertake (reorganization, strategy 

change) are summed up, but the company is in 

the midst of performing these changes and has 

not reached the equilibrium state. 
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