MICROSOFT

Microsoft was founded in 1975, when Bill Gates dropped out of Harvard at age 19 to work with high school friend Paul Allen on a version of the BASIC programming language. After moving the company from Albuquerque to Seattle in 1979, Gates and Allen began writing operating system software. What has happened to the company since its founding is a well-known and oft-told story. Here are a few of the key strategies that enabled Microsoft to achieve such remarkable growth in the very competitive computer industry. 

Product Innovation: Microsoft achieved early success because of a single product innovation. In 1980, IBM gave Microsoft a contract to write the operating system for its new PCs, which led to the creation of Microsoft Disk Operating System (MS-DOS). Because other computer manufacturers wanted compatibility with IBM machines, Microsoft was soon adopted as the standard PC operating system. 

Brand-Extension Strategy: Microsoft used its strong brand name to launch new software products such as Microsoft Word, Microsoft Office, and Microsoft Internet Explorer. In 1989, Microsoft became the world's largest software seller, boasting the broadest array of software products and applications as well as the highest profit margin in the industry (close to 25 percent). Launching a new product under a strong existing brand name gives the new product instant recognition and credibility with much less advertising outlay. Microsoft currently has the second most valuable brand (worth $103 billion) behind Proctor and Gamble.

Heavy Advertising: As the company matured and sought new avenues for growth, it increased both product and brand advertising. In 1994, the company made two major moves: It hired the head of marketing and advertising from Procter & Gamble, and it developed its first global advertising campaign. The campaign doubled the company's ad budget to $100 million, and the following year that figure ballooned to $200 million for the Windows 95 launch. Today, Microsoft routinely spends $50 million to market a single product. 
Competitive Toughness: Microsoft's aggressive competitive practices enabled it to establish a leadership role in many product categories, but they also led to legal battles. Microsoft settled an antitrust lawsuit from the U.S. Justice Department over claims that it had limited consumer choice and stifled competition in part by bundling software, such as Internet Explorer, with its operating system. 
Product Expansion: Microsoft quickly expanded its business beyond operating systems. The company moved from desktops to servers, from desktops to portables, and into consumer electronics. After overcoming its initial reluctance to embrace the Internet, Microsoft developed the Internet Explorer Web browser as an answer to Netscape and the Web portal Microsoft Network (MSN) to compete with Yahoo! and AOL. Expanding into media, Microsoft formed a joint venture with NBC to create the cable MSNBC, which features news, financial, and talk-show programming. The company rolled out a video game console called Xbox intended to compete with advanced game systems from Sony and Nintendo.

Product Integration: Microsoft uses integration between its products to boost cross-selling. A wristwatch with Microsoft software can receive messages from the desktop version of Microsoft Outlook.  Microsoft is continuing on the path of deeper integration. Its .NET (pronounced "dot-net") concept is designed to merge Windows with the Internet directly. Microsoft .Net will allow multiple devices—PCs, wireless phones, pagers, digital cameras, PDAs, and other "smart devices"—to work together over Web connections with unprecedented ease.
