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Microsoft (MSFT) – Shareholder Question 
 

Home entertainment as a service is critical to the consumer.  If MSFT isn’t fully committed to this segment of the 

market, why participate in the market?  By defining home entertainment as primarily X-box gaming, MSFT misses the 

great potential of this market segment.  If not already, the X-Box gaming franchise is going to experience significant 

market pressure from not only Sony but also (more importantly) the partnership of Android (operating system) and 

Nvidia (central processing and graphics).  The Android / Nvidia home entertainment system offers more than gaming 

to the consumer.  In fact, it establishes a connected foundation into the home of the consumer for the Android / Nvidia 

partnership, which further entrenches the Android operating system into the heart of the consumer.  

 

Arguably, with the Windows operating system, MSFT has created the greatest competitive advantage in the market, 

because the operating system offers the deepest penetration into the enterprise segment of the market.  The enterprise 

segment of the market offers greater stability than the consumer segment, and this provides a rock, solid foundation for 

MSFT to attack the market.  However, a competitive advantage doesn’t last forever.  MSFT needs to utilize the 

incredible strength of its enterprise position using the Windows operating system to win the heart of the consumer.       

 

Target the cable operators – because the cable operators utilize fragmented operating systems to deliver the home 

entertainment.  Despite serving more than one hundred million subscribers, the cable operators face significant market 

risk from cord cutting.  In fact, streaming entertainment through the internet will marginalize the cable / satellite 

operator – unless MSFT engineers the operating system and builds a device for the cable operators to efficiently 

manage the distribution agreements currently established with the ownership of the entertainment.  The shear 

economics behind the entertainment, distribution agreements represent the key element in this market development 

strategy.  If MSFT allowed the cable operators to, basically, retain the economics of the negotiated, entertainment, 

distribution agreements, the cable operators would rapidly adopt the MSFT technology.  Furthermore, to grow the 

MSFT mobile / cloud strategy, MSFT needs to sell the operating system / device as a service to the cable operator and 

assess a de minimis facilitation fee, which can be adjusted in the future as the service penetrates the market.   

To win the heart of the consumer, MSFT needs to sincerely serve the consumer by engineering the operating system to 

significantly deepen the reach of personal computing.  Reach into the home of the consumer, because the cable 

operator is vulnerable right now.  Help the cable operator defend the relationships built through the entertainment 

distribution agreement, and the cable operator will rapidly adopt the MSFT technology, which offers MSFT a solid 

foundation into the home of the consumer.  Every consumer has a home – because it’s a foundation of life. 

If MSFT establishes a secure, efficient device into the home of the consumer, then MSFT can fully exploit its 

dominant penetration into the enterprise organization through the Windows operating system.  Engineer the operating 

system, utilize the strength of the enterprise position and securely connect with the home of the consumer through a 

device which efficiently delivers choices for the consumer, including home entertainment, security and efficiency.     
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