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Introduction 
Microsoft incorporation was founded in the year 1975 by Bill Gates together with his high friend by the name Paul Allen. Initially, the company engaged in the sale of a programming language, BASIC. Currently, the company has grown with operations in about 190 countries around the globe (Microsoft.com, 2015). The company develop, license and supports a variety of software products, devices and services in the tech industry (Danielsethics.mgt.unm.edu, 2014). Microsoft portfolio of products includes operating systems, server applications, video games, software development tools, PCs, tablets, business solution applications among other products. The company has invested a lot in research and development that contributes to innovative ideas and place the company competitively in the technology industry (Microsoft.com, 2015). Further, the company research and development initiatives of the company are focused on creating more personal computing, building the intelligent cloud platform and reinventing businesses processes and productivity. 
This article covers the PEST analysis of the company in the year 1992 when the company expanded in China’s market and the appointment of Satya Nadella as the new CEO of Microsoft in the year 2014 (Gillen et al., 2014). The two examples of the company’s history were brought about by external forces and globalization. The entry into China’s market was as a result of external forces such as competition, US-China relations, the economic situation of the new market among other factors. the appointment of Satya Nadella as the new CEO of Microsoft in the year 2014, was as a response to changing technology industry from analog technology to digital technology (Gillen et al., 2014). Competitors in the tech industry have embraced the digital technology in bringing products and services closer to customers and thus, Microsoft was left behind by competitors such as Google hence the need for a change of leadership to the new CEO who had great experience in digital technologies (Rose, n.d.). Further, the paper analyzes how the nature of the global business environment has changed over time. Therefore, the PEST analysis targets three crucial events in the history of Microsoft:
· Expansion to China in the year 1992 
· Change of leadership by the appointment of Satya Nadella as the new CEO of Microsoft in the year 2014 
· How the global business environment has changed since the expansion into China’s economy 
Expansion to China in the Year 1992 
Microsoft first operation in China happened in the year 1992 (Microsoft.com, 2015). The process of internalization requires firms to gain experience in the local market before venturing into international trade. Therefore, Microsoft entry into the Chinese market was aimed at expanding the company’s revenue and enhances its market share in the technology industry (Microsoft.com, 2015). However, such an initiative was fueled by external forces discussed under PEST analysis.
Table 1: PEST Analysis in 1992
	Political / Legal
	· The year 1992 was of significant importance in the history of China when the country’s governance developed policies aimed at opening China’s economy to the rest of the world attributable to globalization (Glawe and Wagner, 2017).  
· Deng Xiaoping’s southern tour in the year 1992 and the commitment to open market policy significantly influenced the process of liberalization in China (Glawe and Wagner, 2017). 
· Chinese government reduced the tariffs and restrictions and strengthened the (Glawe and Wagner, 2017)
· intellectual rights  with an objective of attracting foreign investors(Campbell, 2013)
· In the year 1992, China and the US signed a Memorandum of Understanding relating to the protection of intellectual property (Atkinson, 2017). 
· China accepted to accede to the Universal Copyright Convention and the Berne Convention (Atkinson, 2017).  

	Economic 
	· The open market policy embraced by the Chinese government formed the basis of intense economic development since the year 1992 (Campbell, 2013)
· FDI increased by over 9% in the year 1991 (Glawe and Wagner, 2017)
· The level of inflation was, however, the highest in the record since 1978 between 1991-1996 (Szirmai, Ren, and Bai, 2005)
· Investment increased from 2% in 1990 to 15% in the year 1991 (Glawe and Wagner, 2017). 
· Consumer price index (CPI) increased by 55 in the year 1991 and by 10% in the year 1992 (Glawe and Wagner, 2017). 
· The interest rates on loans and deposits reduced significantly in the year 1991 (Szirmai, Ren, and Bai, 2005). 
· The township and village enterprises GDP country’s total GDP was 29.91% in the year 1991 and increased to 31.30% in the year 1992 (Glawe and Wagner, 2017). 
· Relatively lower labor rates compared with the U.S labor market rates (Szirmai, Ren, and Bai, 2005)
· The level of employment increased from $650 million to $730 million between the year 1991 to the year 2001. However, the number of unemployment in the rural areas was high (Bakken, 1998). 
· The Chinese government launched a housing provident fund with an objective of helping the citizens in purchasing houses in the private market in the year 1991 (Glawe and Wagner, 2017)
· Floating population in the urban areas (Keidel, 2007)
· China population in the year 1992 was approximately 1.165 billion (Keidel, 2007) 
· The disposable income per both rural and urban households was significantly increasing (Bakken, 1998). The disposable income for urban households in the year 1990 was 1,510.20 Yuan while that of the rural households was 686.3 Yuan during the same year (Statista, n.d.). 
· The Chinese government implemented a compulsory education plan in the 1990s (Li, 2018)

	Social 
	· The level of employment increased from $650 million to $730 million between the year 1991 to the year 2001. However, the number of unemployment in the rural areas was high (Bakken, 1998). 
· The Chinese government launched a housing provident fund with an objective of helping the citizens in purchasing houses in the private market in the year 1991 (Glawe and Wagner, 2017)
· Floating population in the urban areas (Keidel, 2007)
· China population in the year 1992 was approximately 1.165 billion (Keidel, 2007) 
· The disposable income per both rural and urban households was significantly increasing (Bakken, 1998). The disposable income for urban households in the year 1990 was 1,510.20 Yuan while that of the rural households was 686.3 Yuan during the same year (Statista, n.d.). 
· The Chinese government implemented a compulsory education plan in the 1990s (Li, 2018)


	Technology 
	· China’s agreement to uphold the Universal Copyright Convention was a major incentive for the technology industry to invest in the country (Glawe and Wagner, 2017)
· China’s silicon valley was a crucial research and development hub in technology (Glawe and Wagner, 2017)
· The Chinese government increased funding for technological research by roughly fifty times between the year 1991 and 2005 (Campbell, 2013)
· The school enrolment rate for people between the age of 6 and 15 years was over 98% by mid-1990s (Li, 2018).  


 
The famous Deng Xiaoping’s southern tour was the onset of the open Chinese economy (Glawe and Wagner, 2017). Initially, the country operated in a closed economy that was characterized by high tariffs to discourage foreign investors in the country. The move by the Chinese government to liberalize trade was an incentive for Microsoft expansion strategy to the country to take advantage of one of the largest emerging market (Szirmai, Ren, and Bai, 2005). The liberalization factor, therefore, was a strong external force that compelled the company to venture into the Chinese market.  Protection of intellectual property is of paramount significance to firms operating in the industry (MacCormack and Iansiti, 2004). Therefore the China effort to protect the intellectual property was an incentive for Microsoft to enter the Chinese market (Atkinson, 2017). Besides, the IP protection, the Chinese government reduced the tariffs on foreign investors. Governments raise tariffs with an objective of promoting local production and consumption and at the same time reduce the imports in the country. However, the Chinese government initiative to reduce the tariffs to foreign investors was also a force that compelled Microsoft to invest in the Chinese market. 
The economic progress of China prior to the year 1992 was also a strong force that made Microsoft enter into the Chinese market. The economic variables such as an increase in income per household, increase in GDP, reduction in the level of interest among other factors attracted Microsoft to the China’s market. These are external factors that influence globalization with companies and private investors seeking markets with more production, and sales advantages among other competitive advantages  (Gallardo, 2005). An increasing level of disposable income implies that the company consumers have a higher purchasing power of a company’s products. Low labor rates in the Chinese market incentivized the market and Microsoft sought to benefit from cost reduction. 
China’s population was on an increasing trend while the level of education among the citizens was high in the year 1992 (Keidel, 2007). This was an incentive for the enhanced demand for Microsoft products since the use of the products and services require some level of education (Wu and Zhang, 2010). China was considered to be among the leader in research and development that was necessary for the development of new ideas and innovations (Atkinson, 2017). The model of factor endowment illustrates that countries are differently endowed on factors of production. Therefore, companies internationalize to take advantage of such difference to reduce the costs of production and enjoy economies of scale  (Gallardo, 2005).  Therefore, this force made Microsoft venture into the Chinese market to take advantage of the intense research and development in the country to enhance product development and differentiation (Campbell, 2013). 
Change of Leadership in the Year 2014 
The International Data Corporation, one of the global leaders in market research established a negative trend in the traditional PC market (Gillen et al., 2014). This fact made Microsoft reevaluate its business priority given that the company heavily relied on the software services as its cash cow. The decline in the traditional PC market was as a result of increased competition from other players in the market such as Google, Samsung, and Apple (Download.microsoft.com, 2018). The competitors had already ventured into the digital technology and while Microsoft was struggling to modernize. Steve Ballmer, the then CEO stepped down for Satya Nadella to change the direction of the company to remain competitive in the technology industry (Gillen et al., 2014).

Table 2: PEST Analysis in Year 2014 
	Political / Legal 
	· Governments had put emphasis on the protection of intellectual property and acceding to the Universal Copyrights Rights (Microsoft.com, 2015)
· Political stability was prevalent during this period in the world (Microsoft.com, 2015)
· Antitrust issues (Danielsethics.mgt.unm.edu, 2014)
· Political intervention in new deals (Rose, n.d.)
· Laws on business regulation (Microsoft.com, 2015)
· Employee enrichment laws that specify working hours and other rights (Microsoft.com, 2015)
· Development of data protection law (Rose, n.d.)
· Competition regulation (Danielsethics.mgt.unm.edu, 2014)


	Economic 
	· Tax and export/ import barriers (Microsoft.com, 2015)
· Unpredictable behavior on currency fluctuation between countries 
· General reduction of the unemployment rate that translated to a general increase in disposable income among people (Li, 2018)  

	Social 
	· Donation of software to not for profit organizations worldwide (Download.microsoft.com, 2015)
· Youth empowerment (Download.microsoft.com, 2015)
· Accessibility of technology to people with different needs such as poor people and disabled people (Download.microsoft.com, 2015)
· High level of skills and talent among people and youth empowerment (Download.microsoft.com, 2015)

	Technological 
	· Improved infrastructure on a global perspective that could support cloud-based services such as internet penetration (Rose, n.d.)
· Enhanced research and development (Microsoft.com, 2015)
· Increasing innovation such as cloud computing (Li, 2018)
· Growing mobile device industry (Microsoft.com, 2015)



The external forces in the adoption of digital technology such as cloud computing by the rivals in the technology industry made Microsoft change the direction of the business (Arkan, n.d.). However, to achieve new changes, the leadership of the company had to change. The appointment of the new CEO was appropriate in steering the company towards digital technology given the vast experience by the new CEO (Gillen et al., 2014). The development of various laws concerning technology ownership was an incentive to embrace a riskier direction on digital technology. The laws protected the intellectual property from theft on a global scale and thus, Microsoft had to embrace the changes to keep pace with the other technology giants (MacCormack and Iansiti, 2004). This was an important decision given that the company was already lagging behind and would have resulted in a loss in the company’s market share. 
The development in technology infrastructure was also an external force that required a change of direction and leadership in Microsoft Company. The traditional approach to technology business was being rapidly replaced by the digital technology with competitors taking an early lead in embracing the technology (Gillen et al., 2014). Microsoft, therefore, responded to the changing technology by changing the company’s leadership and business direction to remain competitive in the industry. 
The social environment during this period had significantly changed with an increase in the need for corporate social responsibility. Consumers’ needs had changed to include the overall benefits of the company to the community and environment protection concern. Microsoft responded to this external force in various ways including the donation of software to not for profit organization in the world such as schools particularly to poverty-stricken countries in the world (Download.microsoft.com, 2015). Further, the company responded to youth social needs by developing products that meet their expectation such as gaming products. 
The increased level of education among consumers was also an external force that made Microsoft change business direction through a change in leadership (Wu and Zhang, 2010). Technology use was on the rise with more people buying PC and digital mobile devices. Therefore, the increased demand for the digital technology attracted Microsoft in changing the direction of the business (Arkan, n.d.).  
How the Global Business Environment has Changed Over the Years 
Microsoft has experienced significant changes since the year 1992 including the more expansions international markets development of digital technology among other changes. The business environment has become more competitive with competitors seeking to meet the customers’ expectations through innovative features of products and services (Gillen et al., 2014). 
Microsoft has embraced the digital technology where customers can access the company’s products through the internet and licensing third trade parties (Danielsethics.mgt.unm.edu, 2014). Political stability in various parts of the world has provided an opportunity for business expansion in various countries. Currently, the company has operations in 190 countries as well as online business. the global expansion has enhanced the company’s market share and maximization of shareholders’ wealth over the years. Besides political stability, governments have increased support for intellectual property protection and have accented to universal copyright rights (MacCormack and Iansiti, 2004). Governments have also become the major customers of the company’s product enhancing the generation of revenue. Further, international trade agreements have provided an opportunity for Microsoft expansion with reduced trade restrictions and tariffs. Therefore, the political factors have provided the company with significant opportunities that enhance the company performance and profitability in the technology industry. 
Microsoft Company has also benefited from the global economic factors over the years. The global economic stability has provided the company with the opportunity to explore more markets and benefit from stable economic conditions such as a general increase of disposable income to households, reducing the level of poverty among other factors (Li, 2018). Emerging economies have also provided the company with an opportunity to enhance its profitability by taking advantage of the benefits that accrue with emerging markets. Therefore, the economic factors have seen the company benefiting viably with increased demand for the products and services in various parts of the world. 
Social factors have also changed significantly over the years since 1992. People have embraced the cultural diversity and increased use of Microsoft products. People have become more educated from a global perspective and they have become acquainted with the use of personal PCs and digital mobile phones (Wu and Zhang, 2010). Government institutions, business, and people have significantly embraced the use of PCs and digital hardware and software developed by Microsoft. Changes in customers and business preferences and expectations have significantly changed over the years necessitating new products development or differentiation. Microsoft has responded to these changes through new product development and differentiation to remain competitive in the technology industry (Download.microsoft.com, 2018). Further, the company has enhanced customer support programs where they receive instant feedback on their queries 
Technological factors have also impacted on the progress and performance of Microsoft over the years. Various technological changes have occurred in the technology industry affecting the strategy and policy formulation of the company (Microsoft.com, 2015). Technology evolves very fast and companies in the high technology industry require intensive research and development to remain competitive in the industry. Microsoft Corporation has invested heavily in research and development to keep with the pace of technological development. For instance, the industry has experienced rapid adoption of mobile technology which has provided the company with both threats and opportunities. The advancement has reduced the demand for the traditional PC products an embraced the digital solutions to both personal and business needs (Arkan, n.d.). The volume of online transactions has increased as well as the automation of various business processes. However, Microsoft has responded to the changes by developing products that suit the market demand and expectations among customers (Microsoft.com, 2015). Further, the adoption of the changing technology has made the company respond by developing products that enhance the company’s competitiveness in the industry.
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