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The World View

While the cares and concerns of a midsize business owner might seem worlds apart from what occupies a multinational enterprise CEO’s agenda, both types of organizations face many of the same demands.

The pressures of globalization are driving businesses of every size to collaborate with partners and suppliers around the world while at the same time maximizing the efficiency of those interactions. Their customers continually demand more personalized, timely service. An increasingly stringent regulatory environment compels rigorous compliance, accountability, business transparency and record-keeping. What’s more, the constantly changing technology environment presents its own set of hurdles.

Yet midsize organizations — those with 50 to 999 employees — often struggle more mightily with these challenges than their large-enterprise counterparts. A key difference between large and midsize businesses’ success is their relative ability to harness the power of information technology (IT) in general and, more specifically, the power of software.

Large companies around the world are using IT to empower and connect their employees, manage global networks of partners and suppliers, and integrate and optimize their core business functions. Powerful productivity software is helping their workers to stay organized, well-informed and adept at turning ideas into reality.

Conversely, many midsize organizations fall short of the potential for software to help move their business forward. They must contend with the same level of complexity as large enterprises but manage it all with severely constrained resources. Limited human capital and cash mean that they regularly face trade-offs between investing in new equipment, hiring new people or investing in new information technology. Midsize businesses typically also lack the means to hire expensive consultants to help with IT integration; instead, they may rely on a handful of IT generalists on staff — or a lone technician — to manage the increasingly sophisticated computing environment required for meeting all the challenges described above.

Put simply, midsize businesses require the same IT power as a large enterprise but need it to be delivered in a simpler and more out-of-the-box, integrated experience.

The Problem and Opportunity

Over the past several years, Microsoft Corp. has intensified its focus on understanding the business realities of midsize businesses. Teams of Microsoft product developers and program managers have met with thousands of people in scores of business roles around the world to talk about their jobs and follow them throughout the workday. These exercises allowed Microsoft to thoroughly track the flow of organizational processes and information from employee to employee, from company to supplier, and from each company to its channel.

All this activity yielded an important lesson: Today’s business software doesn’t look like today’s businesses.

Since the mid-1990s, the IT industry promised companies that business software would enable accelerated business transformation, allowing companies to quickly react to internally chosen or externally imposed change or pressure. Yet this pledge has not borne fruit for many organizations, particularly those in the midsize range. Actually, business software has in many ways inhibited business growth for millions of companies worldwide. One fundamental impediment to fulfilling the promise of business software is that the industry as a whole has forced businesses to exist in two software worlds — one of business process automation and one of personal productivity — that are neither integrated nor set up to work the way that people in an organization do.

There is productivity software that helps people communicate and work with documents, and there is business automation software to deal with functions like accounting or supply chain management. Today’s productivity software is designed for everyone, but it does not map to the specific kinds of jobs people have. Business process software, meanwhile, is far too complex for midsize companies to customize into tools that work the way their company actually works.

What midsize companies, especially, need is business software that bridges the gap between these two worlds.

Software that Drives Real Business Revenue Growth

Visiting thousands of companies across the full spectrum of industries also reinforced Microsoft’s belief that people drive business success. Behind every high-level organizational goal is an individual or team that truly makes it happen. Building upon this foundational tenet, Microsoft designs its software to uniquely amplify the efforts of every individual in an organization so they can make the greatest possible contribution to their business’ success.

Another basic precept behind Microsoft’s midsize business approach is that the right software, correctly implemented to align with a company’s strategies and underlying processes, is crucial to driving profitable business growth. This is vividly confirmed in the results of a July 2005 study performed by Keystone Strategy Inc., under the leadership of Harvard Business School professor Marco Iansiti and sponsored by Microsoft, which involved hundreds of companies around the world. Among the most significant study findings was that organizations which closely align the design and implementation of their critical business processes with those of their IT capabilities are able to more easily manage the intrinsic complexity of their businesses.

More specifically, the study found the following:

· Midsize companies with enhanced IT capabilities — as measured by how they use software across common process areas — achieve higher sustained revenue growth than their peers that lack such capabilities.

· Profitable revenue growth is directly correlated to IT capabilities.

· Midsize companies with high IT capabilities grow an average of 28.4 percent faster than their competitors with low IT capabilities.

To help enable this essential alignment, Microsoft is focusing its next-generation technology platform, products and services for midsize businesses on innovations that empower users in their specific job function, drive business insight, keep people connected and create adaptive business processes. In addition, Microsoft is continuing to expand its customer relationship model beyond a focus on standalone products to be oriented around integrated solutions that meet the unique, specific needs of midsize businesses.

The Microsoft Approach

These assessments left Microsoft determined to put people at the center of the way it designs and builds all of its software, and particularly its midsize business solutions. Together with its partners, Microsoft is creating products and services designed for who a person is in a company, not just what a person does when working. This orientation is accompanied by new thinking about core business processes — like sales and marketing, finance, operations, productivity and IT management — that matter most to midsize companies.

Software That Works the Way People Work

These are pivotal areas in which Microsoft is striving to ensure that its software works the way people really work, no matter where they are situated within a company. Microsoft believes that employees should be empowered with new, role-based, integrated software technology and new thinking about core business processes that will enable the more than 1 million midsize organizations around the world to achieve the following breakthroughs: 

· Innovation and excellence in product and service delivery with improved employee productivity 

· More profitable customer relationships with higher customer satisfaction

· Improved operational efficiency 

· High-value connections with partners and suppliers 

In the 1990s, Microsoft® Office desktop applications and the Microsoft Windows® operating system propelled the wave of personal productivity growth. Today, Microsoft is poised to drive a comparable transformation in the productivity of entire companies over the course of the next decade, through the combination of Windows, Windows Server System™, Office system and software now branded Microsoft Dynamics™ (formerly Microsoft Business Solutions). This combination will change the ways companies work via the following:

· Familiar and easy-to-use role-based software that integrates Office with business process automation will dramatically improve employee productivity and reduce the need of training.

· Out-of-the box integration of all business-critical tasks, such as reporting, business intelligence and search capabilities, will include pervasive integration of Web services, e-mail and mobile devices.

· It will be easier for customers to take advantage of Microsoft innovation anchored in the fundamentals of security, scalability, manageability and rapid development to fuel business evolution with more adaptable processes.

· Widely used and supported partner solutions built on top of this new role-based platform will help ensure that customers around the world can always find the most appropriate, locally available vertical or horizontal solution.

Software That Puts Real Opportunity in Partners’ Hands

Microsoft engages with more than 600,000 unique services partners worldwide, most of which dedicate at least a portion of their business to serving midsize businesses. This market segment is rich in opportunity, as evidenced by the following:

· The midsize business space is made up of 1.4 million entities worldwide, and the number is projected to grow 5 percent annually. (Source: AMI-Partners, “PC-owning businesses with 50–999 employees”)

· Midsize businesses have an installed base of 68 million PCs (an average of 49 per entity) and 4.8 million servers (an average of 3.4 per entity). (Source: AMI-Partners)

· Midsize businesses spent $134 billion on software and IT services in 2004, which is expected to grow to $185 billion by 2009 (a 7 percent compound annual growth rate or CAGR). This represented $96,000 in spending per entity in 2004, which is expected to grow to $106,000 by 2009. (Source: AMI-Partners)

Microsoft fully recognizes that partners are the key to extending the company’s core software assets. Working together, partners and Microsoft have a unique ability to combine people, processes and technologies into integrated solutions that deliver real business results.

While Microsoft products provide an extensible platform for partners’ products and services, partners must contribute their expertise to enliven the solutions based on how customers express their needs. This principle is supported by research showing that customers value locally available and supported solutions which meet a broad set of vertical and horizontal solution needs. From a horizontal solution perspective, partners can leverage Microsoft Partner Program competencies that map to relevant go-to-market requirements of midsize businesses and their critical processes. Partners’ vertical expertise is also critical to many midsize business customers seeking tools that directly apply to their industry.

Microsoft is innovating with partners to set a higher industry standard in how the company scales its services model to provide deeper support and better guidance for midsize businesses. Innovations being rolled out under the Microsoft Partner Program include these:

· New and updated Microsoft Partner Program competencies

· New small-business outreach opportunities and go-to-market sales offers

· Partner Learning Center and Marketing Center

· Partner Channel Builder and Partner Solution Profiler resources

· Enhancements to Partner Account Manager and Partner Technical Specialist roles

· Response Management through Partner Program

The Implementation Road Map

As part of making this vision for business software real, Microsoft continues to invest more than $7.2 billion annually to research and development to improve its solutions. The company’s road map for continuing to evolve its products and services for the midsize spans the following major areas.

Microsoft Dynamics, Formerly Microsoft Business Solutions

Microsoft has designed the forthcoming releases of its business solutions, called Microsoft Dynamics™, around 50 of the most common roles in a midsize company to empower users in their specific job function. These solutions expose and connect the specific activities, processes and reports people need for real jobs inside a company — whether it be the president or the finance manager, the warehouse worker or the support clerk — all with the familiar look and feel of Microsoft Windows and Office.

Microsoft also is investing heavily in innovations to Web services to securely connect all these job functions, enabling people and teams to collaborate effectively from wherever they can log in. This commitment extends to ensuring that workers can remain productive and in touch without being tied to their desks all day, through Microsoft innovations in mobile connectivity solutions — such as Windows Mobile™, Visual Studio®, SQL Server™ and the Microsoft .NET platform — that empower people to work from home or on the road just as effectively as when they’re in the office.

Through products such as Microsoft Office SharePoint® Portal Server and Microsoft SQL Server 2005, the company also is deeply integrating search, reporting and business intelligence solutions in a way that gives people real-time access to the data and analysis they want.

Overall, Microsoft is working to implement business processes in software in ways that are easy to understand and simple to adapt to changing business conditions. For example, as a new order flows from sales to finance, billing, production and shipping, Microsoft solutions will provide simple tools that enable employees in each role to see what the process looks like and then dynamically adapt the supporting software if the process needs to change.

Microsoft Office System
Microsoft Office has evolved from a suite of personal productivity products to a more comprehensive and integrated system of programs, servers and services. Building on the familiar tools that many people already know, Microsoft Office System offerings are designed to work together to help address a broad array of business problems. The Microsoft Office System delivers a wide range of benefits and solutions that are creating significant opportunities for customers and partners to address today’s information work challenges, including these:

· Providing business users with better access to information so they can gain deeper insights and take more effective action

· Improving organizations’ ability to anticipate, manage, respond to and comply with changes in the marketplace

· Enabling teams and organizations to work together across boundaries with speed and agility

· Helping individuals deliver better results, more quickly, in increasingly demanding environments

Microsoft Windows and Windows Server System

Microsoft is developing “Centro,” the code name for a new infrastructure solution that will help midsize businesses save time and money, as well as allow IT professionals to do more with less, through a renewed focus on meeting the needs of the IT generalist — a pivotal and frequently overworked role in midsize companies. “Centro” brings together Windows Server™ “Longhorn”; next-generation Exchange and security technologies; and a new, integrated management experience. It will be available to customers following the release of the next version of Windows Server, code-named “Longhorn.”

Available now is the Windows Server System Midsize Business Promotion, announced at Microsoft’s Worldwide Partner Conference 2005, which Microsoft developed to help IT managers create a more secure and well-managed infrastructure while reducing their operational costs and complexity. This promotion is designed to meet midsize businesses’ need for IT transformation in an easy-to-purchase package that allows them to benefit from attractive pricing of up to 20 percent off Open License. Once deployed, it also allows IT professionals to plan for continued IT growth and investment. This new promotional server/client access license (CAL) SKU offering includes the following:

· Three copies of Windows Server 2003 (Standard) including Microsoft Windows SharePoint Services

· One copy of Microsoft Exchange Server 2003 (Standard)

· One copy of Microsoft Operations Manager (MOM) Workgroup Edition

· Fifty combination CALs (Windows Server CALs and Exchange Server CALs included) 

Both this offer and additional combination CALs are discounted by up to 20 percent off Open License pricing. Accompanying this new promotion is the new Windows Server System Assessment and Deployment Solution for Midsize Businesses, which is a collection of tools and prescriptive guidance for each phase of the customer’s project life cycle (evaluation, planning, building, deploying, operating) to significantly reduce the cost and complexity associated with assessment, migration and deployment of Windows Server System infrastructure projects in midsize businesses. The assessment component will save Microsoft partners eight to 12 hours investigating the customer’s environment and automating the preparation of professional proposals. The deployment component reduces complexity, automates mundane setup tasks and prepares the IT infrastructure for migration.

Microsoft Customer Connection

As part of ongoing efforts to make interacting with Microsoft easier for customers, the company is introducing a new online Midsize Business Center (http://www.microsoft.com/midsizebusiness) that enables customers to take control of formulating their desired relationship with Microsoft and provides customers with tools to help them take optimal advantage of their current technology investments. This offering includes tools that do the following:

· Make it easier to evaluate technology
· IT Capability Assessment. This tool is based on lessons gained from the Keystone Strategy Inc., study mentioned above. Through this tool, customers can receive expert guidance in mapping Microsoft IT capabilities to their specific business needs.

· Microsoft Security Assessment Tool. This application is designed to help organizations with fewer than 1,000 employees assess their IT security environment. It identifies processes, resources and technologies designed to promote effective security planning and risk mitigation practices within an organization. More information can be found at https://www.securityguidance.com. 
· TCO assessment tool for midsize businesses. This is a survey-based tool for partners to help their midsize business customers assess the return on investment (ROI) for upgrading to Windows Server 2003 and Exchange Server 2003. Details are available online at http://www.improveefficiency.com.

· Make it easier to choose the right technology
· Solution Finder. This service provides access to the industry’s largest community of solution providers with deep skill sets in serving midsize business needs. Microsoft is committed to roll out this service by end of 2005 and populate it with at least 10,000 horizontal and vertical ISV solutions by the end of summer 2006.

· Make it easier to buy and track software licenses
· Open Value licensing program. Designed especially for midsize companies, this program includes additional financing support options as well as tools to help customers track and manage their technology assets: 

· The ability to spread payments over three years 
· Companywide coverage

· Subscription option

· Upgrades and Software Assurance benefits included

· Microsoft License Statement. This retrieves and aggregates the Volume Licensing purchase history across each midsize customer’s organization. It applies standard business rules to combine purchase and upgrade ownership rights and calculates the net, effective license position for all products owned. Comprehensive reports, pivots and supporting detail are presented securely online and are downloadable into Microsoft Excel.

· Make it easier to deploy and support technology
· Midsize Business IT Center on TechNet. This first-of-its-kind, segment-focused Web site within TechNet provides technical guidance. 
· Windows Server System Assessment and Deployment Solution for Midsize Businesses. This solution, described earlier in this paper, takes an integrated approach to providing predictable migration and deployment experiences for a secure and manageable infrastructure based on Windows Server System. Tailored for IT generalists in midsize businesses, the content encompasses a wide variety of Microsoft products, including guidance on deploying the Windows Server System for Midsize Business Promotion.

· “Windows Server System Deployment Guide for Midsize Businesses” from Microsoft Press. This new book provides direct, prescriptive guidance on how to deploy Windows Server, Exchange Server, Microsoft Operations Manager Workgroup Edition and Microsoft Internet Security and Acceleration Server in a midsize business. 
· Midsize Business Support Center. Resources such as online and chat-based technical assistance help ease the burden of supporting an IT infrastructure.

· Microsoft Essential Support. This offering is designed for midsize businesses that want managed support with both proactive and reactive resources. Phone incidents and chat support provide a low-cost means for customers to engage Microsoft in helping solve immediate technical issues with their Microsoft software. 

Together, We Build Business

Microsoft has always believed that people drive business success and that technology can amplify their impact. Microsoft is more determined than ever to continue putting people at the heart of its software design, and to bridge the gap between the two software worlds of business process automation and personal productivity to make today’s technology work like today’s businesses. Together with its global network of specialized partners, Microsoft is building business and turning these visions into reality.
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