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Ric Merrifi eld spent nearly 15 years in various 
consulting roles helping organizations defi ne and 
achieve their goals. Since joining Microsoft , Merri-
fi eld has spent more than 10,000 hours as a business 
architect and has fi led twelve patent applications 
all with the goal of helping companies rethink their 
operating models and get out of the “how” trap 
described in the pages of this book.
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tion in Productivity,” a June 2008 Harvard Business 
Review article focused on case studies that highlight 
needs of the organization and the opportunity to 
rethink business operating models before making 
major technology changes. Merrifi eld is an alum-
nus of Lakeside School in Seatt le and Georgetown 
University in Washington, D.C.
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The chapters in Rethink offer a new, yet proven, approach that 
has enabled many companies to achieve vastly greater effi-
ciency and f lexibility. They focus on the desired outcomes of 
an activity—what it does as opposed to how it is done. Rethink 
is essentially about helping leaders to better comprehend and 
manage their “whats.”
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THIS BOOK HAD ITS genesis around the turn of the 
millennium. At the time, many large companies 
were adopting two kinds of soft ware programs that 
transformed the way businesses were run. Cus-
tomer relationship management (CRM)   soft ware 
measured and controlled contacts with customers 
from marketing, through sales, and into support 
and other services.   Enterprise resource planning 
(ERP) soft ware helped manage inventory, logistics, 
accounting, and virtually every other aspect of an 
organization.

We at Microsoft  were aware that the CRM and 
ERP programs were coloring companies’ decisions 
about which computer systems to buy—and there 
we were sitt ing on the sidelines. So we decided to 
create our own business application soft ware. Th ere 
was one small problem: We lacked in-depth knowl-
edge of our potential customers’ operations. 

Th e team that was assembled to explore this terra 
incognita suggested the creation of a detailed map of 
a hypothetical company’s essential business activi-
ties. It began with an outline of an archetypal busi-
ness’ fi ve top activities—or as we initially called 
them, “capabilities  ”—that included the following:

1. Create Products and Services

2. Generate Demand

3. Deliver Products and Services
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4. Plan and Manage the Business

5. Manage Collaboration

Th e more the team examined these high-level 
capabilities, the more it saw them as overall cat-
egories encompassing hundreds of lesser, though 
still vital, capabilities that it set down in descend-
ing order. Under “Generate Demand,” for example, 
were listed several major capabilities, including 
“Market Products and Services,” which, in turn, sat 
atop a group of capabilities that included “Manage 
Marketing”—and so it went.

Eventually, the team had a list of literally hundreds 
of universal capabilities that covered about 80 per-
cent of all business activities and constituted an 
entire nomenclature for every company anywhere 
on earth. When presented in map form, the list 
fi lled a six-by-six-foot poster that, ironically, looked 
like a giant blowup of a computer chip. It described 
not just a company, but the workings of everything 
and everyone connected with the business.

Th e map served admirably as a means of orienting 
Microsoft  salespeople to the complex operations of 
potential customers. But it also took on a life of its own.

It turned out that the map, tailored to take into 
account the diff erences between industries, gave 
the company leaders we called on a unique overview 
of their operations. Laying out their capabilities in 
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discrete, interconnected chunks—LEGO bricks, if 
you will—made it much simpler for them to spot 
and eliminate duplications and determine which 
elements of their operations to keep and which to 
outsource or automate.

In what proved to be a happy coincidence, the map 
emerged just as two major developments—Web 2.0 
and   service-oriented architecture (SOA)—were 
starting to revolutionize business management. 
Th e advent of  Web 2.0 helped the Internet evolve 
from a mere collection of Web sites to a complete 
computing platform. Now, we could create Web-
based soft ware applications and operate them for 
our customers. Companies communicated and 
shift ed work as never before. At the same time, SOA 
was beginning to gain momentum, making it possi-
ble to see the relationships between and among the 
hundreds of capabilities within a company—and 
with its suppliers and customers as well. Suddenly, 
business leaders could automate, share, outsource, 
even sell one or another element of their operations 
without going through the messy analytics of inter-
faces and integration. 

Th e power of the map, the third piece of the puzzle, 
was now even more of a boon to business perfor-
mance. It provided the words to cut through the 
proprietary languages that are so pervasive at many 
companies (ours included), and it served to fully 
unlock the potential of SOA and the Internet.
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Since its fi rst appearance, the map has grown and 
evolved. Th e master list of typical capabilities, for 
example, has been substantially expanded. Beyond 
that, the basic concept of a capability has been 
enlarged and made part of the overarching new 
approach to management that is the topic of this 
book. Th ese ideas received their fi rst public airing in 
a June 2008 Harvard Business Review article writt en 
by the author of this book together with Jack   Cal-
houn of Accelare and Dennis Stevens of Synaptus.

And as the approach has evolved, the term “capabil-
ity” has been more precisely refi ned. Now the focus 
is on the desired outcomes of an activity—what 
it does as opposed to how it is done. So instead of 
speaking of capabilities in the pages ahead, they are 
referred to as “whats.” Th e distinction is important, 
particularly because management theory in recent 
decades has focused so strongly on how-oriented 
programs such as reengineering and Six Sigma. It 
has also helped make the approach basic enough to 
be understood and applied by employees at every 
level of a company.

Microsoft ’s product philosophy has undergone a 
major evolution as well. Today, we view the future 
of our corporate customers as being tied to the 
interaction of local soft ware and Internet services; 
the architectural-design power of SOA is wedded 
to the managerial power of Web-based soft ware-as-
a-service (SaaS). We call the combination   Soft ware 
Plus Services, or S+S.
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Information technology,   per se, does not receive a 
great deal of att ention in this book. Th at’s because 
IT is a means to an end rather than an end in and 
of itself—a “how” rather than   a “what”—and this 
book is essentially about helping leaders to bett er 
comprehend and manage their “whats.” From a 
Microsoft  point of view, that is a devoutly wished-
for consummation, because if our customers don’t 
know what their companies require, we have a hard 
time helping them decide how best to get there.

As these words are being writt en, the economic 
climate in the United States has taken a distinctly 
worrisome turn. A recession represents yet another 
challenge for business leaders already facing cruel 
competition, globalization, and the vagaries of ever 
more fi ckle and demanding customers. Th is book 
off ers a new, yet proven, approach that has enabled 
many companies to achieve vastly greater effi  ciency 
and fl exibility. May it do the same for you, too.

Ron Markezich, Corporate Vice President, 
Microsoft  Online Services
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