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1. SUMMARY  

What we propose  

1.1 The CMA proposes to designate Microsoft as having Strategic Market Status 

(SMS) in relation to its Business Software Ecosystem. SMS can apply where an 

undertaking has substantial and entrenched market power and a position of 

strategic significance in a digital activity linked to the UK. SMS designation does 

not find or assume wrongdoing. Instead, it is the gateway into the UK’s digital 

markets competition regime. It enables the CMA to take action aimed at promoting 

competition in technology sectors that are key to UK consumers, businesses and 

the economy.   

Why business software matters 

1.2 Business software is fundamental to corporate operations across the private and 

public sector. It enables people to collaborate effectively, helps organisations run 

efficiently and securely, and ensures that IT systems remain resilient against 

external threats.   

1.3 Healthy competition in business software ensures that UK customers can 

negotiate good deals and use the best products for their needs, supporting 

productivity. It also ensures that a wide range of companies can win customers if 

they offer a better deal or more innovative product, supporting investment and 

growth for the UK.  

1.4 A new era of business software is underway with AI being rapidly integrated 

across a wide range of applications and cloud infrastructure supporting more 

flexibility and availability of these products for businesses. AI enhanced tools can 

already automate routine tasks, support higher quality decision making, and 

unlock new ways of working. A shift to agentic AI is predicted to result in a further 

step change in the power of these tools. Rapid diffusion of this innovative 

technology is therefore a key ingredient for the UK's growth in the years to come. 

1.5 As AI becomes embedded in business software, effective competition will be 

critical to ensuring UK organisations can access innovative, secure solutions at 

competitive prices. It will also enable a broad range of providers, including UK 

start-ups, to compete and innovate, giving customers greater choice and helping 

drive productivity and UK growth. 
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Microsoft’s Business Software Ecosystem is key to UK customers 

1.6 Microsoft has been by far the largest provider of business software in the UK for 

decades. It initially built a leading position for operating systems and productivity 

applications, and over time has broadened its suite of productivity applications and 

expanded into new areas such as security and database management. Through 

its Copilot products and Azure cloud platform it is enabling further opportunities for 

UK customers. 

1.7 Offering a broad suite of business software products that work well together is how 

Microsoft seeks to differentiate itself from other providers. Its products cover a 

range of distinct but complementary digital activities. Integration across Microsoft’s 

products in these digital activities allows them to be installed, secured and 

managed together. Microsoft also offers bundling and enterprise-wide discounts 

for customers that buy a range of its products together.  

Figure 1.1: Microsoft's Business Software Ecosystem 

 

Source: CMA 

1.8 Many customers view and experience Microsoft's business software products as a 

unified software environment. They value Microsoft’s software offering as an end 

to end, integrated stack which enables easier technical integrations between 

products, easier deployment based on existing IT skills, lower search and 

procurement costs, fewer supplier relationships to manage, and discounted pricing 

for products bought as a bundle compared with prices for standalone applications.  
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1.9 A broad range of UK customers tell us that these commercial and integration 

benefits are an important driver for their decision to buy Microsoft business 

software products. This has allowed Microsoft to use a position of strength with 

customers in one product area to expand into others. As an example, Microsoft 

added security products to the bundles that included its productivity software 

applications, as security grew in importance for business software customers.  

1.10 Microsoft’s offering has become central to the operation of more than a million UK 

organisations in all sectors and sizes, which together spent more than $7 billion in 

2025 on Microsoft products. These include many of the largest UK businesses and 

public sector organisations which account for the vast majority of UK spend with 

Microsoft and which typically purchase across its full range of business software 

product areas.   

1.11 Given the widespread adoption of Microsoft’s business software products, a broad 

range of other software providers rely on integration with Microsoft’s business 

software to gain customers and grow. This is reflected in the large number of 

applications that have been developed to run on Microsoft Windows Server and 

SQL Server, alongside the thousands of third-party product add-ons to Microsoft’s 

productivity software suite.  

Microsoft has substantial market power in business software  

1.12 Since Microsoft’s products cover complementary parts of an organisation’s IT 

system, its strength in business software is not based on one product alone. The 

integration, skills and commercial bundling links between products means that its 

strength in one area can support adoption in another.  

1.13 As such, Microsoft's competitive position in business software can only be fully 

understood by looking at all these digital activities together in a group: Microsoft's 

Business Software Ecosystem. This group comprises a range of digital 

activities: PC Operating System (PC OS), Productivity Software Suite (PSS), 

Server Operating System (Server OS), Relational Database Management System 

(RDBMS) and Security Software. 

1.14 While UK businesses and public sector organisations can benefit from purchasing 

a range of products across these digital activities from Microsoft, they also face 

challenges in switching providers. Microsoft’s products benefit from deep native 

integration which can make using Microsoft’s offering more seamless for 

customers than seeking to integrate products from alternative providers. 

Microsoft’s control of important APIs, technical interfaces, and data flows can also 

limit the ability of alternative providers to offer equivalent functionality.  

1.15 Commercial bundling makes customers less likely to adopt products from 

alternative providers that may offer similar or superior functionality, as doing so 
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would duplicate licensing costs for products already in their Microsoft bundle. 

Volume discounts via Microsoft’s Enterprise Agreements may disincentivise 

customers from switching some of their products, if this would reduce their 

discount over the remaining products they buy from Microsoft. While discounts 

may appear to reduce a customer’s overall expenditure on business software, this 

may mask prices that are higher than they would be if Microsoft faced stronger 

competition. 

1.16 Overall, limits to technical integration and commercial bundling create switching 

costs and make it more difficult for alternative providers to attract customers away 

from Microsoft. These barriers to switching are compounded where network 

effects make it easier for customers to use the same Microsoft products as their 

partners, or where they rely on commercial applications that only run well on 

Microsoft’s Windows Operating Systems or SQL database products. There are 

also a range of customer-side frictions that can make it challenging for customers 

to use rival products. For example, moving to a different provider may require data 

migration, staff training, new security arrangements and careful management of 

operational risk. 

1.17 Barriers across individual digital activities reinforce each other as customers adopt 

more Microsoft products, weakening rivals’ ability to compete and scale within an 

individual digital activity. Even where they can initially attract customers, they may 

be displaced when Microsoft adds comparable functionality to its bundles. Rivals 

without a similarly broad portfolio therefore struggle to compete effectively with 

Microsoft. 

1.18 Even rivals who offer products across more than one digital activity face 

challenges in winning customers from Microsoft. Their narrower product range, 

disadvantages due to network effects and significant customer switching costs 

limit their ability to compete for existing Microsoft customers, many of which are 

large enterprises. As a result, these rivals often focus on specific groups of 

customers or workloads, rather than competing directly with Microsoft across all 

customers of its Business Software Ecosystem.  

1.19 Barriers to effective customer choice and limited competition from rivals can 

weaken bargaining power for UK businesses and the public sector, meaning that 

they may pay more for their software. It can also limit their ability to combine best-

in-breed solutions across Microsoft and rival products, reducing the incentive for 

Microsoft to innovate. This is consistent with Microsoft’s Business Software 

Ecosystem being highly profitable over the last ten years, with profit margins 

increasing and well above what we would expect in a competitive market. 

Together with the evidence on barriers to effective competition and Microsoft’s 

high shares of supply, this suggests that UK businesses and public sector 

organisations may face challenges in securing lower prices when negotiating with 

Microsoft.  
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1.20 Overall, we therefore provisionally conclude that Microsoft has substantial market 

power in its Business Software Ecosystem, and within each digital activity. 

Microsoft's market power is entrenched and its position strategically 

significant 

1.21 Business software is constantly evolving as new technologies emerge and 

compute becomes more powerful, enabling innovation in what business software 

tools are available and how they are deployed. Regardless of this ongoing 

dynamism, Microsoft has been able to retain its significant position of strength for 

decades, reflecting the limits on customers' ability to switch and rivals' ability to 

enter and scale.  

1.22 Looking ahead, cloud computing and AI adoption are expected to transform how 

UK businesses and public sector organisations use business software. Despite 

this dynamism, the factors that limit competition in business software are likely to 

persist. We have seen no clear and convincing evidence that current technology 

trends are likely to be sufficient in scope, timeliness and impact to eliminate 

Microsoft's substantial market power in business software in the next five years: 

(a) Cloud. UK customers are increasingly using cloud services to deploy their 

business software. This creates some opportunities to switch as they migrate 

their existing workloads to cloud. However, a broad range of customers and 

rivals tell us that it is difficult, risky and costly to switch business software, 

which prevents them from revising their use of Microsoft for a broad range of 

workloads when moving to the cloud. Customers therefore remain tied to 

Microsoft when moving into the cloud, and we have not seen evidence that 

these barriers will ease in future.  

(b) AI innovation. AI is changing how organisations use business software and 

has the potential to change competitive dynamics in the sector. New AI-

enabled products and services may create opportunities for providers to 

compete more effectively with Microsoft. However, Microsoft appears well 

positioned to benefit from AI adoption given its presence across 

organisational business software environments and its ability to integrate AI 

capabilities into its products already widely used by customers. There is 

already an early indication of this in Copilot's strong usage by customers in 

PSS, relative to alternative providers.  

(c) AI-powered switching. AI coding tools have the potential to reduce the cost 

and time needed to switch business software applications. However, 

customers did not consider that at this stage these tools are sufficiently 

powerful to overcome the wide range of competition barriers we have 

identified in our investigation so far. While these tools may improve, the 

speed and extent of progress is uncertain, and they are unlikely to help 
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overcome barriers that are associated with for example commercial bundling 

and ease of procurement.  

1.23 Overall, we therefore provisionally conclude that Microsoft's substantial market 

power in its Business Software Ecosystem is also entrenched.  

1.24 Given its broad reach across organisations of all sizes and sectors, alongside its 

central role in a wider ecosystem of enterprise IT, we also provisionally conclude 

that it has a position of strategic significance. We therefore propose to designate 

Microsoft with Strategic Market Status with respect to its Business Software 

Ecosystem. We are now consulting on that proposal and will take account of 

responses to our consultation in making a final decision prior to the statutory 

deadline for our investigation in February. 

Enabling competition in business software would promote growth 

1.25 Our proposed finding that the criteria for SMS designation are met does not find or 

assume wrongdoing and does not make any assumptions about the next steps 

after designation. The SMS assessment is purely focused on the power and 

position of the firm in respect of the digital activity being investigated. It is an 

important step as designation is the gateway to possible interventions, but UK 

Parliament clearly separated the assessment of designation from the assessment 

required for the imposition of such interventions, which are subject to separate 

legal processes. 

1.26 Designating Microsoft with SMS would enable us to consider proportionate, 

targeted interventions where necessary to ensure that its Business Software 

Ecosystem is open to effective competition, and that businesses that rely on 

Microsoft could have confidence that they are treated fairly. If we ultimately decide 

to designate Microsoft, any action would be targeted and proportionate, with a 

view to: 

(a) Supporting customer choice - strengthening customers’ bargaining power 

when negotiating with Microsoft, which can lower prices and reduce the cost 

of doing business in the UK. This would also ensure that customers can 

combine rival products with their Microsoft stack where this is more suited for 

their needs, supporting productivity and growth. 

(b) Enabling innovation - by ensuring that a broad range of rivals can compete 

and grow when offering innovative products in competition with Microsoft. 

This would enable investment in UK and global tech startups and scaleups, 

while keeping Microsoft focused on investing to the benefit of all. 



 Official   

 

12 

2. INTRODUCTION TO THE INVESTIGATION 

2.1 We are investigating whether to designate Microsoft as having Strategic Market 

Status (SMS) in the provision of its Business Software Ecosystem.  

2.2 We began this investigation on 14 May 2026 and must complete it by 13 February 

2027.1 We set out our grounds for launching the investigation and published an 

invitation to comment (the ITC) in which we explained that we chose to launch this 

SMS investigation because of the potential impact for people, businesses and the 

UK economy of effective competition in business software. 2 

2.3 This chapter lays out the context to the investigation by setting out the aims of the 

UK’s digital markets competition regime. It describes at a high level the 

development of Microsoft’s business software offerings and the scope of this 

investigation as well as the work we have undertaken to inform the proposed 

decision.     

The UK’s digital markets competition regime  

2.4 The Digital Markets, Competition and Consumers Act 2024 (the Act) establishes 

the UK’s digital markets competition regime. As the accompanying notes explain:3  

‘Businesses operating in digital markets make a very significant contribution to the 

UK economy. However, it is the Government’s view that the unprecedented 

market power, in relation to certain digital activities, of a small number of 

businesses, is holding back innovation and growth. Existing competition and 

consumer laws are not designed to address the unique barriers to competition in 

digital markets. In response, this Act establishes a new regime that is designed to 

boost competition in digital markets.’   

2.5 The Act came into force in January 2025. In line with the policy development that 

led to its creation, it established a framework that is flexible and forward-looking, 

reflecting the dynamic nature of the digital economy and providing for intervention 

in a bespoke and targeted way. It gave the CMA the responsibility of assessing 

whether firms should be subject to the regime, and if so, whether and how rules 

should apply to their business. In recognition of the need for clarity on how the 

 
 
1 This is the CMA's fourth SMS investigation: during 2025, we investigated and designated Google as having SMS in 
general search services, comprising its general search and search advertising activities; we then found Apple and 
Google had SMS in relation to their respective mobile platforms. 
2 CMA’s investigation notice to Microsoft in relation to the launch of initial strategic market status investigation and 
Invitation to comment dated 14 May 2026.  
3 Explanatory notes to the Act, paragraph 3. 

https://assets.publishing.service.gov.uk/media/6a044eeecd2e0e8b5b20b518/Investigation_Notice.pdf
https://assets.publishing.service.gov.uk/media/6a0495ca97000cb6073e4d8f/Invitation_to_comment.pdf
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regime applies, the CMA published statutory guidance (subject to Secretary of 

State approval) on how it will approach its functions under the Act.4   

Strategic market status: the gateway to the regime  

2.6 The Act empowers the CMA to designate a firm as having strategic market status 

(SMS). SMS designation is the gateway to the digital markets competition regime 

– it will only apply to a firm designated as having SMS in relation to a particular 

‘digital activity’.5 Only the largest firms can be designated: those with turnover 

greater than £1 billion in the UK or £25 billion globally, thresholds introduced ‘to 

make clear that smaller firms will not be in scope’.6  

2.7 To designate a firm which exceeds these turnover thresholds with SMS, the CMA 

must establish that the firm has (i) ‘substantial and entrenched market power’ and 

(ii) ‘a position of strategic significance’ in respect of a ‘digital activity’ linked to the 

UK.  

Digital activities  

2.8 Traditional competition regimes assess market power through the lens of market 

definition. This involves drawing boundaries by measuring how substitutable 

products and services are for one another, often using hypothetical models to 

predict how customers would respond to price increases. This can be a useful tool 

in many contexts; but in others, it may not reflect the reality of competition. This 

was recognised during the development of the digital markets competition regime:7  

‘The market power assessment should not require a formal market definition 

exercise, which results in a binary judgement of whether firms fall inside or outside 

of the market. Such a rigid approach would fail to recognise the nuanced and 

interconnected nature of digital products and services and underemphasise the 

importance of dynamic competition.’  

2.9 The new regime therefore did not use the concept of a relevant market. The 

explanatory notes to the Act confirm that the assessment of substantial and 

entrenched market power ‘does not require the CMA to undertake a formal market 

definition exercise’.8  

 
 
4 CMA194. The government’s 2022 response to consultation on a new pro-competition regime for digital markets, 
paragraph 46. 
5 Explanatory notes to the Act, paragraph 94; 2020 Advice of the Digital Markets Taskforce, paragraph 4.7. 
6 The government’s 2022 response to consultation on a new pro-competition regime for digital markets, page 17. 
7 2020 Advice of the Digital Markets Taskforce, paragraph 4.14. See also the government’s July 2021 consultation 
document, A new pro-competition regime for digital markets (CP 489), paragraph 54. 
8 Explanatory notes to the Act, paragraph 109. 
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2.10 Instead, the SMS conditions are assessed by reference to a ‘digital activity’ – a 

bespoke legal concept for this new legal regime. The advice of the digital markets 

taskforce was that:9  

‘In order to retain a targeted, practical and proportionate approach, we do not 

consider that the entire SMS firm should be assessed when considering SMS 

designation. Rather we propose the assessment should be applied with respect to 

a specific activity … A focus on activities encourages a focus on how a specific 

firm operates and how the products and services offered by the firm interact. This 

is appropriate given that the SMS regime is firm-specific.’  

2.11 In response to its consultation on the regime, the government noted that ‘This 

approach was generally preferred to linking the assessment to ‘markets’, as would 

normally be the case in a CMA investigation’; and that ‘Stakeholders agreed that 

the definition of digital activities needs to allow for flexibility so that the regime can 

respond to new technological developments and business models, whilst providing 

clarity for business.’10  

2.12 Rather than setting out definitions of products or services that the CMA must 

apply, the Act therefore requires the CMA to describe a digital activity carried out 

by the relevant firm.  

2.13 The Act allows the CMA to treat two or more digital activities carried out by a firm 

as a single digital activity – to ‘group’ what would otherwise qualify as separate 

activities – where they share a common purpose or can be carried out together to 

fulfil a specific purpose. 

2.14 This too allows the regime to reflect the reality of specific firms’ business models, 

and in particular the interconnected nature of products and services in the 

‘ecosystems’ or ‘platforms’ that feature in the digital economy. The 

recommendation of the digital markets taskforce was that the CMA should be able 

to ‘group products or services supplied by a firm into a single activity when these 

products or services (i) can reasonably be described as having a similar function 

or (ii) can reasonably be described as fulfilling, in combination, a specific function’, 

giving among other examples the services offered to buyers and sellers by an 

online marketplace or app store.11 The explanatory notes to the Act give as 

examples of activities that might appropriately be ‘grouped’: a social media 

provider offering a number of services under different brands with the common 

function of allowing advertisers and publishers to interact and communicate with 

each other; and products and services that are part of the same supply chain, 

 
 
9 2020 Advice of the Digital Markets Taskforce, paragraph 4.15. See also Appendix B, paragraphs 13-14 and 18; A new 
pro-competition regime for digital markets (CP 489), paragraph 51; and the UK’s 2022 note to the OECD on the evolving 
concept of market power in the digital economy, paragraphs 67-69. 
10 The government’s 2022 response to consultation on a new pro-competition regime for digital markets, page 14. 
11 The 2020 advice of the digital markets taskforce, Appendix B, paragraphs 16-17. 
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such as services selling advertisements and the provision of an advertising 

platform.12   

2.15 A digital activity must be ‘linked to the UK’, consistent with the government’s 

decision to require the CMA ‘to establish a UK nexus, ensuring a focus on 

competition in the UK’.13 Such a link exists where the digital activity has a 

significant number of UK users; the firm carries on business in the UK in relation to 

the digital activity; or the way in which the firm carries on the digital activity is likely 

to have an immediate, substantial and foreseeable effect on trade in the UK.  

The SMS conditions  

2.16 In addition to digital activities, the Act introduces another bespoke concept for the 

digital markets competition regime: ‘substantial and entrenched market power’.14 

This legal concept is tailored to the nature of the regime: to assess whether a firm 

has substantial and entrenched market power in a digital activity, the Act requires 

the CMA to carry out a forward-looking assessment of a period of at least five 

years, taking into account expected and foreseeable developments that may affect 

the firm’s conduct in carrying out the activity. 

2.17 The explanatory notes to the Act state that ‘The underlying policy intent is that the 

CMA should be satisfied that the undertaking’s power and influence in the digital 

activity is neither small nor transient, based on their consideration of competitive 

conditions. However, the CMA is not required to demonstrate that the 

undertaking’s market power will definitely endure for a minimum period of five 

years. The intent is also that the CMA should not be prevented from considering 

past and present market conditions as part of this forward-looking assessment’.15 

2.18 To establish that a firm has a position of strategic significance in respect of the 

digital activity, the CMA must show that the firm meets at least one of the criteria 

set out in the Act:   

(a) a position of significant size or scale in respect of the digital activity;   

(b) a significant number of other firms use its digital activity in carrying on their 

business;   

 
 
12 Explanatory notes to the Act, paragraph 103. Further examples of when it may be appropriate to ‘group’ digital 
activities can be found in CMA194, paragraphs 2.14-2.15. 
13 The government’s 2022 response to consultation on a new pro-competition regime for digital markets, paragraph 44. 
14 Although the Furman report proposed that ‘The ‘significant market power’ test in telecoms regulation provides a good 
starting point’ for the assessment of market power in the digital economy (the 2019 ‘Furman’ Report, paragraph 2.117), 
Parliament chose not to import concepts from other legal regimes. Cf, for example, the Communications Act 2003, which 
provides that ‘significant market power’ is to be construed in the same way as the concept of dominance under the 
Competition Act 1998: section 78. 
15 Explanatory notes to the Act, paragraph 109. 
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(c) the firm’s position in respect of the digital activity would allow it to extend its 

market power to a range of other activities; and  

(d) the firm’s position in respect of the digital activity allows it to determine or 

substantially influence the ways in which other firms conduct themselves.  

2.19 To ensure clarity as to what qualifies as a position of strategic significance, this is 

an exhaustive list of factors.16 It is complementary to the substantial and 

entrenched market power condition, since the government recognised that ‘Digital 

firms may have significant size or scale or have many business and consumer 

users, but that does not in itself indicate a competition problem’.17  

2.20 Only where the CMA can demonstrate that all the conditions in the Act are met is it 

able to designate a firm as having SMS in respect of the relevant digital activity.  

The process  

2.21 Before designating a firm with SMS, the CMA must carry out an ‘SMS 

investigation’ to determine whether the legal tests are met.  

2.22 This is a process of ongoing engagement with the relevant firm, stakeholders and 

the wider public, as part of the CMA’s ‘participative approach’ to operating the 

regime.18 

2.23 The CMA publishes an ‘invitation to comment’ (ITC) encouraging those interested 

to provide their views. We gather evidence through formal powers, through 

meetings and calls, and potentially through research commissioned from third 

parties; and provide the relevant firm with multiple opportunities to address 

decision makers directly. If we propose to designate that firm, we carry out a public 

consultation on our proposal, as we are doing in relation to Microsoft’s Business 

Software Ecosystem in this consultation.  

2.24 The CMA must reach a decision on final designation within nine months, subject to 

limited powers to extend. If, having considered all the evidence and submissions 

received, we decide to designate the firm, we must publish our decision and the 

reasons for it.   

2.25 A designation lasts, in principle, for five years. But it can be reviewed at any point 

and can be revoked, for example if changes in competitive conditions mean the 

firm no longer meets the SMS tests.  

 
 
16 The government’s 2022 response to consultation on a new pro-competition regime for digital markets, pages 16-17. 
17 Government consultation document, A new pro-competition regime for digital markets (CP 489), paragraph 62. 
18 See Overview of the CMA’s provisional approach to implement the new Digital Markets competition regime. 
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2.26 In designing the digital markets competition regime, the government recognised 

that ‘The size and presence of ‘big’ digital firms is not inherently bad’.19 There are 

no rules that apply automatically to designated firms, and the Act does not compel 

the CMA to impose any particular rules. Instead, in the event of designation, the 

Act allows the CMA to introduce targeted measures in relation to the digital 

activity, where such measures are proportionate for the purposes of specific 

statutory objectives – that users or potential users of the relevant digital activity:  

(a) Are treated fairly and subject to reasonable terms (fair dealing);  

(b) Are able to choose freely and easily between firms providing services or 

digital content (open choices); or  

(c) Have the information they need to understand the terms on which the activity 

is provided to them and make properly informed decisions about their 

interaction with the firm (trust and transparency).   

2.27 Before introducing such measures, the CMA must carry out further public 

consultation. 

Previous CMA work in relation to Microsoft’s Business Software 

Ecosystem 

2.28 The CMA has carried out some related work which informed the CMA Board’s 

decision to prioritise Microsoft’s Business Software Ecosystem as an SMS 

designation investigation:20 

(a) In July 2025, a CMA inquiry group concluded a market investigation into 

Cloud Services (Cloud market investigation) which found that competition 

was not working well in the UK cloud services markets. The investigation 

concluded that Microsoft held significant market power in several software 

products, for which customers were unable or unwilling to switch, and that its 

licensing practices affected the ability of AWS and Google to compete in the 

supply of cloud services.21  

(b) Separately, the CMA had heard concerns about Microsoft’s position in 

business software – particularly productivity software, operating systems, 

database management and security software, leading to horizon scanning 

work.  

 
 
19 The government’s 2022 response to consultation on a new pro-competition regime for digital markets, page 7. 
20 It also decided to monitor some actions being taken by Microsoft and AWS to improve customers’ ability to use both 
clouds together. 
21 Summary of final decision, 31 July 2025. 

https://assets.publishing.service.gov.uk/media/688b20e6ff8c05468cb7b120/summary_of_final_decision.pdf
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2.29 Taking this work into account, the CMA Board decided in March 2026 to take a 

range of actions to address, in aggregate, issues across cloud and business 

software, so that UK businesses and public sector organisations can best select 

the digital infrastructure and tools that meet their needs. A key decision was to 

launch an SMS designation investigation into Microsoft’s Business Software 

Ecosystem.  

2.30 Alongside this work, the CMA is monitoring actions being taken by the UK’s two 

largest cloud services providers, AWS and Microsoft to lower egress fees and 

improve interoperability between their clouds for UK customers.22 These actions 

should create benefits for UK businesses, enabling greater scope for switching 

and multi-homing to support customer choice and the resilience of their 

technology. 

Scope of this investigation  

Development of Microsoft’s Business Software Ecosystem 

2.31 Microsoft has been supplying software for over 50 years and is well established as 

a major supplier of software and technology to businesses and consumers,23 

including cloud services, gaming and other activities. 

2.32 Microsoft's range of business software has expanded from PC operating systems 

and productivity applications such as Word, Excel and PowerPoint into server 

operating systems, database software and software security products.  

2.33 Over the 2010s, Microsoft shifted towards cloud-based delivery of its software, 

including Software as a Service (SaaS) and subscription-based digital software 

licences (rather than physical product sales). Microsoft also launched Azure public 

cloud services, allowing customers to host workloads on remote, rather than on-

premises or privately managed servers.24 Evidence we have seen to date on 

customers’ technology use shows that most larger customers now run a mix of on-

premises and public cloud workloads.  

2.34 After its acquisition of Skype in 2011, Microsoft expanded its offering to include 

communication and collaboration tools such as Teams (combining instant chat, 

video conferencing, calling, and file sharing) designed for staff working in hybrid 

environments and across different locations. 

 
 
22 Actions announced by Microsoft, 31 March 2026, accessed 12 October 2026 and Amazon 31 March 2026, accessed 
12 October 2026. 
23 This investigation focusses on Microsoft’s provision of its business software ecosystem and does not include its 
software products for consumers. 
24 Azure now offers customers a large range of infrastructure, platform and software services. 

https://blogs.microsoft.com/on-the-issues/2026/03/31/working-constructively-with-the-uk-cma-to-support-customer-choice-and-cloud-competition/
https://www.aboutamazon.co.uk/news/aws/delivering-good-outcomes-for-uk-customers
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2.35 Microsoft is now integrating AI into its range of business software, including 

various forms of Microsoft Copilot. 

Microsoft products included in this investigation  

2.36 In the Investigation Notice (IN) issued at the start of the investigation, we set out a 

proposed scoping of five digital activities, namely:25 

(a) a productivity software suite that enables users to work and collaborate, 

including to create, record, communicate and manage information 

(Productivity Software Suite or PSS); 

(b) a personal computer (PC) operating system or equivalent, which acts as an 

intermediary between hardware and software on the computer, enabling 

software applications (referred to as applications or apps) and services to run 

on a PC (PC Operating System); 

(c) a server operating system software or equivalent, which acts as an 

intermediary between hardware and software on a server, enabling software 

applications and services to run on a server (Server Operating System); 

(d) a relational database management system that manages and stores data in 

separate tables and defines relationships between those tables (Relational 

Database Management System, or RDBMS); and 

(e) software that secures operating systems, as well as the applications and data 

running on those systems, through mechanisms including authentication and 

authorisation of access for individuals and devices, enforcement of endpoint 

management policies and detection and prevention of threats (Security 

Software).26 

2.37 We also explained that we would investigate the extent to which Microsoft’s AI 

products (such as those branded as Copilot) should be included within the scope 

of these digital activities. These AI offerings span all layers of the technology 

stack,27 so we would investigate whether AI features and functionalities fall in 

scope of each of the digital activities set out above. 

2.38 We set out that these five digital activities may be treated as a single digital activity 

as they can be carried out in combination with each other to fulfil the specific 

purpose of providing a software environment that enables organisations to perform 

 
 
25 Investigation notice, paragraph 5. 
26 The description of the digital activities in scope of the investigation may be refined during the investigation. See: 
CMA194, paragraph 2.89. 
27 Microsoft 2025 Annual Report, page 9, accessed 12 October 2026. 

https://assets.publishing.service.gov.uk/media/6a044eeecd2e0e8b5b20b518/Investigation_Notice.pdf
https://assets.publishing.service.gov.uk/media/6762f4f6cdb5e64b69e307de/Digital_Markets_Competition_Regime_Guidance.pdf
https://www.microsoft.com/investor/reports/ar25/download-center/?msockid=03e41692735c6e170dc401a872d66ff9
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work tasks effectively, securely and at scale. We referred to this grouped digital 

activity as Microsoft's Business Software Ecosystem.28 

Business software customers 

2.39 Microsoft's UK customers comprise a broad range of organisations across both the 

private and public sectors, ranging from small business (with 1-300 employees), 

corporate or mid-market organisations (with 300-3,000 employees) to large 

enterprises (with over 3,000 employees).  

2.40 Our analysis of data from Microsoft shows that the majority [80-90]% of its UK 

revenue comes from a small proportion of its customers who purchase products 

across all five of the digital activities. While around 90% of UK customers only buy 

in one digital activity (primarily PSS), Microsoft’s average revenue from these 

customers is very low, suggesting that most buy a single software licence. 

2.41 Microsoft makes its Business Software Ecosystem products available through a 

range of licensing and packaging arrangements. Some customers acquire 

products directly from Microsoft, with the remainder purchasing through a variety 

of intermediaries, including resellers, third-party IT providers and organisations 

participating in Microsoft's partner programme,29 which may also provide 

procurement, implementations and support services. These intermediaries also 

help customers choose from a range of software suite and product add-on 

licences which become a bundle with price and commercial terms reflecting the 

number of products included and the number of licensed users. 

2.42 For larger customers, Microsoft provides Enterprise Agreements (EAs) as a route 

to buy a range of products. These EAs are customisable and negotiated by each 

customer, allowing them to buy either perpetual or subscription licences.  

2.43 While Microsoft products are central to many customers’ technology stacks, most 

will also deploy software from other vendors to meet their particular needs.  

Our investigation to date  

2.44 Since launching our investigation, we have gathered a wide range of evidence 

from Microsoft and stakeholders across the digital economy to inform the 

provisional decisions we have now taken. Our evidence gathering includes: 

(a) At the outset of the investigation, we published an ITC inviting views on the 

scope and main avenues of the investigation.30 We received 33 responses 

 
 
28 Investigation Notice, paragraph 6-7. 
29 Find a Microsoft partner (accessed 12 October 2026). There are three main partner models available to customers 
through the Microsoft partner programme channel: Channel Partners, System Integrators and Independent Software 
Vendors. 
30 Invitation to comment. 

https://assets.publishing.service.gov.uk/media/6a044eeecd2e0e8b5b20b518/Investigation_Notice.pdf
https://partner.microsoft.com/en-us/partnership/find-a-partner
https://assets.publishing.service.gov.uk/media/6a0495ca97000cb6073e4d8f/Invitation_to_comment.pdf
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from third parties and published non-confidential responses on the case 

page.31 

(b) We have engaged with Microsoft throughout this initial stage of the   

investigation, with extensive information requests and its proactive 

submission of materials to the investigation and an in-person meeting with 

CMA decision-makers. 

(c) We requested qualitative and quantitative information and/or held bilateral 

meetings with a range of market participants. 

(d) It has been important for us to understand and represent the views and 

interests of UK business software customers in our investigation. To that end, 

we commissioned a major piece of qualitative customer research, drawing on 

in-depth interviews with 80 business software customers which is published 

alongside this report.32 This focused on understanding: 

(i) How and why customers purchased their existing business software 

range; 

(ii) The alternatives to Microsoft's business software; 

(iii) Switching between business software applications; 

(iv) Whether the trend of switching from on-premise to cloud services may 

impact market power; 

(v) The impact of AI assistants; and 

(vi) Customer experience of quality with Microsoft software 

2.45 We have also engaged directly with around 50 UK customers who use Microsoft 

products. These were mostly drawn from Microsoft’s own lists of customers and 

included both public and private sector organisations. While most were larger 

organisations, some were digital natives and mid-sized. 

2.46 Where we were aware of submissions and evidence obtained in other CMA work 

or investigations which we considered to be relevant to this investigation, we have 

used the information for the purposes of this investigation while also ensuring that 

the evidence relied upon is up to date.33 Throughout this proposed decision, the 

provenance of all information we are relying on is set out clearly in footnotes.34 

 
 
31 Microsoft’s business software ecosystem: Invitation to comment - GOV.UK. 
32 The report can be accessed on the CMA case page Microsoft’s business software ecosystem - GOV.UK. 
33 As envisaged by CMA194, paragraph 5.93. 
34 In particular, we have used information obtained by the CMA during the Cloud services market investigation, and our 
horizon scanning work, as set out earlier in this chapter.  

https://www.gov.uk/government/calls-for-evidence/microsofts-business-software-ecosystem-invitation-to-comment
https://www.gov.uk/cma-cases/microsofts-business-software-ecosystem
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3. THE UNDERTAKING AND TURNOVER CONDITION 

The Microsoft undertaking 

3.1 The Act provides that the CMA may designate an ‘undertaking’ as having SMS in 

respect of a digital activity carried out by the undertaking (where the conditions in 

the Act are met).35 

3.2 ‘Undertaking’ has the same meaning as it has for the purposes of Part 1 of the 

Competition Act 1998.36  

3.3 The concept of ‘undertaking’ covers any entity engaged in an economic activity, 

regardless of its legal status and the way in which it is financed. It is ‘an economic 

unit even if in law that economic unit consists of several persons, natural or 

legal’.37 An undertaking does not therefore correspond to the commonly 

understood notions of a legal entity or corporate group, for example under English 

commercial or tax law.38 

3.4 Multiple persons (such as a parent company and its subsidiaries) will usually be 

treated as a single undertaking if they operate as a single economic entity. This 

will be the case where one exercises ‘decisive influence’ over another – for 

example, a parent company which decides the commercial policy of its 

subsidiaries.39 

3.5 The Act requires us to describe the undertaking to which any SMS designation 

would relate.40 Our Guidance explains that where an undertaking comprises 

multiple companies, we will usually seek to identify the parent company and the 

main subsidiaries responsible for carrying on the digital activity, rather than 

providing an exhaustive list of the entities making up the undertaking at the 

relevant point in time.41 

3.6 The Microsoft undertaking we propose to designate as having SMS in respect of 

its Business Software Ecosystem includes (but is not limited to) Microsoft 

Corporation, Microsoft Limited, Microsoft Ireland Research Universal Company42 

and Microsoft Ireland Operations Limited, respectively the ultimate parent 

company and main subsidiaries responsible for carrying on Microsoft’s Business 

 
 
35 Section 2(1) of the Act. 
36 Section 118(1) of the Act. 
37 C-97/08 Akzo v Commission, at [54] - [55]. 
38 Sepia Logistics Limited v Office of Fair Trading [2007] CAT 13, at [70]. 
39 CMA194, footnote 2. Where a parent company holds all or virtually all of a subsidiary’s share capital or all of its voting 
rights, there is a rebuttable presumption that it exercises decisive influence over, and therefore forms a single 
undertaking with, that subsidiary. See, for example, C-97/08 Akzo v Commission, paragraph 60; C-595/18 P Goldman 
Sachs v Commission, paragraphs 35-36. 
40 Section 15(3)(a) of the Act. 
41 CMA194, paragraph 2.104, footnote 78 and paragraph 2.90. 
42 In the CMA’s Investigation Notice issued at the launch of its SMS investigation into Microsoft’s business software 
ecosystem, this is referred to as ‘Microsoft Ireland Research’. 

https://assets.publishing.service.gov.uk/media/6a044eeecd2e0e8b5b20b518/Investigation_Notice.pdf
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Software Ecosystem, which form part of a single economic unit engaged in an 

economic activity and therefore constitute an undertaking within the meaning of 

the Act: 

(a) Microsoft Corporation is the ultimate parent company responsible for each of 

the digital activities described in the next chapter.43 Within the company there 

are different divisions that cover the digital activities.44  

(b) Microsoft Limited, controlled by its ultimate parent company, Microsoft 

Corporation,45 is engaged in marketing and distributing computer software 

principally in the UK.46 Its product revenue includes sales of the digital 

activities.47  

(c) Microsoft Ireland Research UC, [] 48 also ultimately controlled by Microsoft 

Corporation,49 licenses other group companies to sell and distribute Microsoft 

products.50 In addition, it is also engaged in product localisation and product 

research and development activities.51  

(d) Microsoft Ireland Operations Limited is [].52 

3.7 We provisionally find that the Microsoft undertaking includes Microsoft 

Corporation, Microsoft Limited, Microsoft Ireland Research and Microsoft Ireland 

Operations Limited. 

The turnover condition 

3.8 The CMA may not designate an undertaking as having SMS in respect of a digital 

activity unless the ‘turnover condition’ is met in relation to the undertaking.53 

3.9 The turnover condition is met in relation to an undertaking if the CMA estimates 

that:54 

 
 
43 Microsoft’s response dated [] to section 69 notice dated []. 
44 []. (See Microsoft’s response dated [] to section 69 Notice dated [] 
45 Page 55, Microsoft Limited: Annual Report and Financial Statements for the Year Ended 30 June 2024. 
46 Pages 2 and 26, Microsoft Limited: Annual Report and Financial Statements for the Year Ended 30 June 2025. 
47 Pages 2 and 26, Microsoft Limited: Annual Report and Financial Statements for the Year Ended 30 June 2025. 
Product revenues include those from operating systems, cross-device productivity applications, server applications and 
business solution applications. 
48 Page 30 of Microsoft Ireland Research UC: Annual Report and Financial Statements for the Financial Year Ended 30 
June 2025. 
49 Page 36 of Microsoft Ireland Research UC: Annual Report and Financial Statements for the Financial Year Ended 30 
June 2025. 
50 Page 1 of Microsoft Ireland Research UC: Annual Report and Financial Statements for the Financial Year Ended 30 
June 2025. 
51 Page 1 of Microsoft Ireland Research UC: Annual Report and Financial Statements for the Financial Year Ended 30 
June 2025. 
52 Microsoft confirmed this to the CMA. 
53 Sections 2(3) and 7(1) of the Act. 
54 Section 7(2) of the Act. 
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(a) the total value of the global turnover of an undertaking or, where the 

undertaking is part of a group,55 the global turnover of that group in the 

relevant period exceeds £25 billion (the global turnover threshold); or  

(b) the total value of the UK turnover56 of an undertaking or, where the 

undertaking is part of a group, the UK turnover of that group in the relevant 

period exceeds £1 billion (the UK turnover threshold).57 

3.10 The ‘relevant period’ in each case means: 

(a) the most recent period of 12 months in respect of which the CMA considers 

that it is able to make an estimate of the total value of the relevant turnover of 

the undertaking or group; or 

(b) if the CMA estimates that the relevant turnover of the undertaking or group in 

the period of 12 months prior to the period in (a) above was higher, that 

earlier period of 12 months.58 59 

3.11 Our Guidance explains that the CMA’s starting point for assessing relevant 

turnover will usually be the undertaking and/or group’s latest published accounts.60 

Further, the CMA expects that the most recent period of 12 months in respect of 

which it is able to make an estimate of the total value of the relevant turnover of 

the undertaking or group will in most instances be the 12-month period covered by 

those accounts.61 

3.12 For the reasons set out below, we provisionally find that the global turnover 

threshold and the UK turnover threshold (either of which would suffice) are both 

exceeded – and therefore the turnover condition is met in relation to the Microsoft 

undertaking:62 

 
 
55 An undertaking is part of a group if one or more bodies corporate which are comprised in the undertaking are members 
of the same group as one or more other bodies corporate. Two bodies corporate are members of the same group if (a) 
one is the subsidiary of the other, or (b) both are subsidiaries of the same body corporate (section 117 of the Act). 
56 Turnover relating to UK users or UK customers: section 8(3) of the Act. ‘UK user’ and ‘UK customer’ are defined in 
section 118(1) of the Act as meaning any user or, as the case may be, customer who it is reasonable to assume (a) in 
the case of an individual, is normally in the UK; and (b) in any other case, is established in the UK. 
57 In each case, turnover arising in connection with any activities is taken into account: section 8(2) and (3) of the Act. 
58 Section 7(6) of the Act. 
59 Further details on the methodology for estimating turnover are set out in the Digital Markets, Competition and 
Consumers Act 2024 and Consumer Rights Act 2015 (Turnover and Control) Regulations 2024, Schedule 1 
60 Where the CMA is assessing turnover for the purposes of the UK turnover threshold, this will include considering any 
geographic breakdown contained in the published accounts. See paragraph 2.37 of CMA194. 
61 See paragraph 2.39 of CMA194. 
62 Pursuant to section 7(2) of the Act, where the undertaking is part of a group, the turnover of the group should be 
considered. We have therefore considered the turnover of the Microsoft Corporation as a whole rather than the turnover 
only attributable to the main subsidiaries responsible for carrying on the relevant digital activity. 
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(a) Microsoft Corporation’s most recent published accounts report revenues of 

$331.8 billion (£247.2 billion63) for the financial year ending 30 June 2026.64 

(b) Microsoft Corporation’s published accounts also include a geographic 

breakdown of global revenues classified by the geographic areas in which 

their customers were located. The UK is part of the ‘Other countries’ revenue 

reporting region, which reported revenues of $161.0 billion (£120.0 billion65) 

for the financial year ending 30 June 2026.66 

(c) While Microsoft Corporation’s published accounts do not include UK-specific 

revenue figures, Microsoft has confirmed to the CMA that all revenues 

generated by any sales to customers located in the UK exceeded and will 

exceed £1 billion for the financial years ending 30 June 2025 and 30 June 

2026 respectively.67 We also note that Microsoft Limited, the UK entity 

included in the Microsoft undertaking set out above – being the company 

engaged in marketing and distributing computer software principally in the 

UK – reported turnover of £10.9 billion for the financial year ended 30 June 

2025.68 

 
 
63 Using the Bank of England average exchange rate for USD vs GBP of 1.3422 for the period from 1 July 2025 to 30 
June 2026. Source: https://www.bankofengland.co.uk/boeapps/database/ (accessed 12 October 2026) 
64 Source: Form 10-K for Microsoft Corp filed 07/29/2026, page 37 (accessed 12 October 2026). Given the scale by 
which Microsoft Corporation’s reported turnover exceeds the global turnover threshold, we have not conducted a more 
detailed assessment of its global turnover based on the methodology specified in the Turnover Regulations. 
65 Using the Bank of England average exchange rate for USD vs GBP of 1.3422 for the period from 1 July 2025 to 30 
June 2026. 
66 Source: Form 10-K for Microsoft Corp filed 07/29/2026, page 84 (accessed 12 October 2026). 
67 Microsoft response dated [] to the section 69 Notice issued []. 
68 Microsoft Limited full accounts made up to 30 June 2025, page 21 (accessed 1 September 2026). 

https://www.bankofengland.co.uk/boeapps/database/
https://microsoft.gcs-web.com/static-files/8a9beeed-0e9e-48e6-b4fb-593d558e2693
https://microsoft.gcs-web.com/static-files/8a9beeed-0e9e-48e6-b4fb-593d558e2693
https://s3.eu-west-2.amazonaws.com/document-api-images-live.ch.gov.uk/docs/Jf3Hr9Wk4Dfo_H3N2FE6-oUHEoQzkljr7vVgFI4dkjk/application-pdf?X-Amz-Algorithm=AWS4-HMAC-SHA256&X-Amz-Credential=ASIAWRGBDBV3PUSAVOSZ%2F20260901%2Feu-west-2%2Fs3%2Faws4_request&X-Amz-Date=20260901T130440Z&X-Amz-Expires=60&X-Amz-Security-Token=IQoJb3JpZ2luX2VjEOL%2F%2F%2F%2F%2F%2F%2F%2F%2F%2FwEaCWV1LXdlc3QtMiJGMEQCIDx8owKB4OXKt9byF6PyKY6BoA4BfpNLFdxbFikivrsgAiAAoC6icDbCy01PAcu0pcHpdPSTh5vU%2Fo5PxK2iTrvVOyqKBAir%2F%2F%2F%2F%2F%2F%2F%2F%2F%2F8BEAUaDDQ0OTIyOTAzMjgyMiIMNAKy6AtHqBRTTo2bKt4DYM6GHl8RqRkhxg6ndHcmcfWeKPxIk9vtw2E584x6Br%2FYStmO8LV38KpvBUZaOyO1B6MbWwhV0oWjsQj9cpnD6yHFGA%2FHppllrG5Fk%2BmZ%2BmvA9eBvat%2BPH2QnY%2FAjngKbEJZlyTcOdKukA%2FyTnQxTpZih7JUWeR6ZolnyF6%2BXQH15dzPkwRzjyUTaKxQL8xX6lYp3d2E196PdPhWtC0ce0Kn%2BaW1LdstudbC8CfYfuW%2B9Vnp3k4wmtbmG3elL4ZwdmUxq21XiI%2BN4UQIWgkTrOBW0hl0U%2BoF6DnhZ99puJG6rvnuZOLBKF65FH2BKNMETLt8moMsCX7XQJpmnomFDhIdqVCbrwtPKe4Z4Q9JhHJNvcfm2P9GGK7Uk0xV%2BT1LIqFKdgWF7D23UhoSNzsqVgq2wP1XJ%2Flj1gSjrUWzvA%2Bj2O7fa%2BYxhOgP4ThpkLAHtXPuwo%2BBUmJTwax7fNR9ckpqg4U3ckN0zCJMr2c73rzbNj0rS54mqGN1qyiMIiSr2xQB5PCitW%2FOaii1QxrXjGLlFA7n6Uw3XbBiKuX0JqZ4aU7oxmdDGAsJcyiHsyduqHCy1v4TBqnyZ6mGWBwnQI6%2FAvwaBAtvVAtZx07ctw2hlzScEveACR04dhGw6QzCjttrUBjqmAZC%2FpDGGQ2TWohOQuXhGiEWlr23ldakjgMETdrQ3XsV4gg2fKf96spOcHiVV0IVb9yiVefjkvTk2UD7bS2qS8wFA8%2FtTJ57PHIfMI7CAv7%2FssZoLZxEfnvFbD5xYNBMaADt8Xo4IzuDp9E%2BWSlDjGDP3RVSk0SDbxbfe4tiAms5iyKahEjwuU0eRy811yB1b79hfjimiWbV9Q8TBuaAWp1p%2FrWzUCEk%3D&X-Amz-SignedHeaders=host&response-content-disposition=inline%3Bfilename%3D%22companies_house_document.pdf%22&X-Amz-Signature=1a713269f5892408dd2203b6f90f4bfd72907738e652ee6375de18232e26142c
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4. DIGITAL ACTIVITIES  

Summary 

This chapter sets out the description of the digital activities in respect of which we propose 

to designate Microsoft as having strategic market status (SMS).  

We first describe our legal framework, guidance and approach for assessing Microsoft’s 

digital activities. We then set out our proposed description and scope of the digital 

activities included in our proposed SMS designation before setting out our proposal to treat 

these digital activities as a single digital activity: Microsoft’s Business Software Ecosystem. 

We end this chapter with our proposed finding that Microsoft’s provision of its Business 

Software Ecosystem is linked to the UK. 

Digital activities 

Based on the evidence we have seen to date, we have considered how Microsoft products 

are offered and consumed and, where relevant, the links between them. In light of that 

evidence, we provisionally conclude that the descriptions of the digital activities set out in 

our Investigation Notice remain appropriate. The scope of the investigation remains 

Microsoft’s provision of the one or more pieces of digital content for organisational use, set 

out below, however accessed and deployed.  

In the course of our investigation, we have also considered which of Microsoft’s products, 

features and functionalities perform the function of each digital activity and should 

therefore be considered in scope. Our proposed decision is as follows:  

Personal computer operating system  

The personal computer operating system digital activity is defined as the provision of a 

personal computer operating system or equivalent, which acts as an intermediary between 

hardware and software on the computer, enabling software applications (referred to as 

applications or apps) and services to run on a personal computer (PC OS).  

We provisionally consider Windows 10 and 11, Azure Virtual Desktop and Windows 365 to 

be in scope. With regard to the inclusion of Azure Virtual Desktop and Windows 365, we 

consider that operating systems perform the same functions for a customer when 

accessed locally or via virtualisation. 

Productivity software suite (PSS)  

The PSS digital activity is defined as the provision of a productivity software suite that 

enables users to work and collaborate, including to create, record, communicate and 

manage information.  
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We provisionally consider that the following products perform the functions described by 

the PSS digital activity and should therefore be included within scope: 

• Microsoft’s Office and Office 365 applications, as listed further below; and  

• Microsoft’s M365 Copilot Offerings, including Microsoft 365 Copilot, Copilot Chat and 

features such as Cowork and Agents for M365 Copilot.  

We also consider that the Microsoft Graph API, Work IQ, Microsoft 365 Admin Center and 

Agent 365 are within scope where they underpin, manage or deploy functionality that falls 

within the PSS digital activity. 

Security Software  

The security software digital activity is defined as the provision of software that secures 

operating systems, as well as the applications and data running on those systems, through 

mechanisms including authentication and authorisation of access for individuals and 

devices, enforcement of endpoint management policies and detection and prevention of 

threats (Security Software).  

We provisionally consider Entra, Active Directory, Intune and Defender to be within the 

scope of the Security Software digital activity. We also consider that certain functionalities 

of Purview, Security Copilot and Agent 365 perform functions of the Security Software 

digital activity. We consider that:  

• Purview is in scope where its functionality is to protect data running on operating 

systems and applications. 

• Security Copilot is in scope where it performs the functions described by the Security 

Software digital activity by integrating with and performing the functions of any of Entra, 

Defender, Intune and Purview Security Copilot.  

• Agent 365 is in scope when used to extend the Software Security functionalities to AI 

agents. 

Server operating system 

The server operating system digital activity is defined as the provision of software or 

equivalent, which acts as an intermediary between hardware and software on a server, 

enabling software applications and services to run on a server (Server OS).  

We provisionally consider Windows Server to fall within the scope of the Server OS digital 

activity. 
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Relational database management system 

The relational database management system digital activity is defined as the provision of a 

relational database management system that manages and stores data in separate tables 

and defines relationships between those tables (RDBMS). 

We provisionally consider that SQL Server (including SQL Server-based PaaS and SaaS 

offerings); and SQL Database Engine are in scope of this digital activity. 

Grouping 

We provisionally conclude that the conditions for grouping the above five digital activities 

into a single digital activity are met. In particular, the individual activities can be carried out 

in combination for the specific purpose of providing a business software environment in 

which organisations can manage and secure users, devices, compute resources, 

applications and data, and users can access, create, record, communicate and manage 

business information (the ‘Microsoft Business Software Ecosystem’). Grouping the digital 

activities into one single activity best captures the reality of how the individual activities 

interact as part of the software stack and reflects how Microsoft offers and customers 

consume them in practice. 

Link to UK 

We provisionally conclude that Microsoft’s Business Software Ecosystem is linked to the 

UK. Microsoft has a significant number of UK users, carries on business in the UK in 

relation to the digital activities, and the way in which its business is carried out is likely to 

have an immediate, substantial and foreseeable effect on trade in the UK.  

Legal framework for assessing digital activities 

4.1 The CMA may designate an undertaking as having SMS in respect of ‘a digital 

activity carried out by the undertaking’ where the conditions in the Act are met.69 

4.2 For these purposes, ‘digital activities’ are:70 

(a) the provision of a service by means of the internet, whether for consideration 

or otherwise;  

(b) the provision of one or more pieces of digital content, whether for 

consideration or otherwise;  

(c) any other activity carried out for the purposes of an activity within (a) or (b) 

above.  

 
 
69 Section 2(1) of the Act. 
70 Section 3(1) of the Act. 
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4.3 The Act provides that the CMA may treat (or ‘group’) two or more digital activities 

that are carried out by a single undertaking as a single digital activity where:71  

(a) the activities have substantially the same or similar purposes, or  

(b) the activities can be carried out in combination with each other to fulfil a 

specific purpose.  

4.4 The Act requires us to describe the digital activity with respect to which the SMS 

designation has effect72 and refers to this as the ‘relevant digital activity’.73 

4.5 Our Guidance states that we will indicate which of the existing products offered by 

the firm we consider to be within the scope of the relevant digital activity at the 

point of making a decision to designate the firm as having SMS.74 

4.6 In identifying a digital activity and considering which of the firm’s products it may 

comprise, we will typically look at how those products are offered and consumed. 

For example, we may consider how the firm structures itself and its business 

model, how businesses and consumers use and access its products, including any 

interlinkages among them. In practice, this will largely focus on factual information 

and will not require an assessment of the competitive constraints on the firm or a 

market definition exercise.75 

4.7 Identifying digital activities is a case-specific assessment and the CMA may vary 

its approach between investigations depending on the particular circumstances of 

a case.76 

Our approach to describing digital activities 

4.8 Microsoft’s business software comprises a wide and evolving range of products, 

features and functionalities. Microsoft’s business software offerings may change 

over time; it may introduce, discontinue, rename or alter products, or reorganise 

functions between products. It is in this context that we assess the relevant digital 

activities. Given the five-year duration of any SMS designation,77 the scope of 

each digital activity in this investigation is therefore focused on the relevant 

functionality, rather than product names, to help ensure resilience to changes over 

time. 

4.9 Where we provisionally identify a Microsoft product as in scope, this reflects the 

extent to which it performs the functions described in the relevant digital activity. 

 
 
71 Section 3(3) of the Act; Explanatory notes to the Act, paragraph 103. See also CMA194, paragraphs 2.14-2.15. 
72 Section 15(3)(b) of the Act. 
73 Section 118(1) of the Act. 
74 CMA194, paragraph 2.107. 
75 Explanatory notes to the Act, paragraph 109 and CMA194, paragraph 2.10. 
76 CMA194, paragraph 2.11. 
77 Section 18 of the Act. 
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The inclusion of a product does not necessarily mean that all functions of that 

product are engaged in the relevant digital activity; nor is a product excluded from 

the scope of the digital activity merely because it also performs functions outside 

the digital activity. As set out below, we assess in the round whether, having 

regard to how a product is offered and consumed and, where relevant, its 

interlinkages with other applications, it performs the functions described by the 

digital activity.78 We do not consider that a product must be consumed by every 

organisation nor every end user within an organisation to fall within scope of the 

digital activity. 

4.10 If designated, Microsoft would be responsible for assessing which of its current 

products fall within the descriptions of the relevant digital activities during the 

designation period, for example, as it adapts products over time, changes the 

features or functionality of products, or new products are introduced.79 The CMA 

would discuss with Microsoft how a digital activity description applies to new or 

altered products.80 Where a development may require a change to the description 

of a digital activity, the CMA would consider whether reassessment or amendment 

is appropriate under the applicable statutory framework.81 The CMA would not be 

required to update any designation notice each time Microsoft changed the way in 

which it carries out the activity.82 

4.11 In addition, the list of products within scope of a digital activity may be updated by 

the CMA in the course of the designation period as part of the CMA’s monitoring of 

relevant developments. This would include monitoring work in relation to the 

introduction of new products and changes in features and functionalities of existing 

products.  

PC Operating Systems 

4.12 In the Investigation Notice (IN) we described the personal computer operating 

system (PC OS) digital activity as a personal computer operating system or 

equivalent, which acts as an intermediary between hardware and software on the 

computer, enabling software applications (referred to as applications or apps) and 

services to run on a personal computer. 83 In the IN we indicated the products, 

features and functionalities we considered at that stage were likely to be in scope 

of the digital activity.84  

 
 
78 CMA194, paragraph 2.10. 
79 CMA194, paragraph 2.107. 
80 CMA194, paragraph 2.107. 
81 CMA194, paragraphs 2.108 and 2.129.  
82 CMA194, paragraph 2.108. 
83 Investigation Notice, paragraph 5(b). As at launch, we consider the term ‘personal computer’ affords the correct level 
of flexibility, while distinguishing PC OS from Server OS. We considered that this captures Windows when installed on 
Surface Pros and Microsoft’s current offer of “all-in-one” Tablet-computers. Microsoft does not currently offer a tablet or 
mobile OS.  
84 Investigation Notice, paragraph 8 (b) lists Windows 10 and 11 and any subsequent versions. 

https://assets.publishing.service.gov.uk/media/6a044eeecd2e0e8b5b20b518/Investigation_Notice.pdf
https://assets.publishing.service.gov.uk/media/6a044eeecd2e0e8b5b20b518/Investigation_Notice.pdf
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Submissions on our description and scope of PC OS 

4.13 Microsoft said that its operating system was fully distinct from the other digital 

activities we had proposed in the IN and that its products (including operating 

systems) support numerous third-party applications and functionalities.85 Microsoft 

also submitted that customers increasingly rely on mobile devices for activities that 

were historically performed on PCs, and the advent of cloud computing reinforces 

this shift by enabling access to applications and services independent of a specific 

operating system and that IT investment decisions may move usage towards 

mobile, browser-based and application-centric workflows that may reduce reliance 

on PCs for certain tasks.86 

4.14 Submissions received from stakeholders were broadly supportive of our 

description of this digital activity.87 Google said that the description of the PC OS 

digital activity should be expanded to include services and associated 

functionalities that enable the functioning of PC OS, including products/services 

that provide virtual desktop access such as Desktop-as-a-Service (DaaS). It said 

that capturing this was essential given the rapid shift towards cloud-based 

infrastructure.88  

Our assessment  

4.15 A PC OS provides the platform through which other software may call on hardware 

to execute tasks.  

4.16 We have considered the submissions and evidence received to date. For the 

reasons set out below, our provisional view is that the description of the PC OS 

digital activity in the IN remains appropriate; and that the PC OS digital activity 

constitutes the provision of one or more pieces of digital content within the 

meaning of section 3(1)(b) of the Act.  

Products in scope 

Microsoft’s PC OS product offerings 

4.17 For the reasons set out below, we provisionally find that the following Microsoft 

products and functionalities meet the functional description of the PC OS digital 

activity and are therefore in scope: 

 
 
85 Microsoft's response to invitation to comment dated 14 May 2026, paragraph 2.1. Microsoft.pdf 
86 Microsoft’s response dated [] to section 69 notice dated []. We consider mobile OS further in the PC OS SEMP 
section below.  
87 For example, Anonymous 3’s response to invitation to comment dated 14 May 2026, page 1. Anonymous_3.pdf 
Anonymous 1’s response to invitation to comment dated 14 May 2026, paragraph 6. Anonymous_1.pdf 
88 Google's response to invitation to comment dated 14 May 2026, paragraph 7(a). Google.pdf 

https://assets.publishing.service.gov.uk/media/6a3a3f9f25c5199bda11799a/Microsoft.pdf
https://assets.publishing.service.gov.uk/media/6a3a4060e590e5e061c9a488/Anonymous_3.pdf
https://assets.publishing.service.gov.uk/media/6a3a4060e590e5e061c9a487/Anonymous_1.pdf
https://assets.publishing.service.gov.uk/media/6a3a3f9f25c5199bda11799c/Google.pdf
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(a) Windows 10 and 11 and any subsequent versions; and 

(b) Azure Virtual Desktop89 and Windows 365 (Cloud PC). 

4.18 In identifying the PC OS digital activity, its description and the products, features 

and functionalities within scope, we have considered how it is offered and 

consumed. 

4.19 Microsoft offers its PC OS in several ways: 

(a) Pre-installed on a device either manufactured by an original equipment 

manufacturer (OEM) or Microsoft itself.90 When purchased with a device, PC 

OSs are licensed on a per-device basis and included in the device 

purchase.91  

(b) As an upgrade of a customer’s PC OS licence that is pre-installed on the 

device by an OEM.92 These upgrades typically offer additional functionality 

targeted at larger customers,93 and can be sold on a standalone basis or 

bundled with other software products. Microsoft frequently bundles this 

version of its PC OS with PSS and Security software by including Windows 

11 Enterprise in many of its M365 bundles including its E3, E5 and E7 

bundles. 

(c) Through virtual desktop infrastructure (VDI),94 which allows customers to use 

a virtualised version of a PC OS, hosted either in the cloud or on customers’ 

on-premises servers. Access to VDI can be purchased on a standalone basis 

or is included in the upgraded version of Microsoft’s PC OS, Windows 

Enterprise.95  

4.20 Customers use operating systems as an intermediary on which to run other 

software or services. Our customer research found that Microsoft Windows was a 

default decision for most organisations,96 with all participants stating that they used 

 
 
89 Azure Virtual Desktop can also be described as Desktop as a Service (DaaS), which is a term for virtualised PC OS 
offerings where the underlying infrastructure is managed by the cloud provider supplying the DaaS. Microsoft, ‘What is 
desktop as a service (DaaS) and how can it help your organization? | Microsoft Azure Blog’, dated 7 July 2022, accessed 
by the CMA on 8 October 2026.  
90 For example, Microsoft licenses its PC OS to be pre-installed on Dell devices. Dell, ‘Windows 11 Pro Buy Dell Laptops 
– Latest PCs for Work, Gaming & Business | Dell UK’ undated, accessed by the CMA 8 October 2026, and sells 
proprietary Windows Surface devices. Microsoft ‘Buy Surface Pro – Compare Latest 2-in-1 Laptop Specs & Price | 
Microsoft Store’, undated, accessed 24 September 2026. 
91 Microsoft, ‘Microsoft License Terms’, dated 2024, accessed by the CMA on 8 October 2026.  
92 Microsoft sells Windows Enterprise as an upgrade to Windows Pro. 
93 Microsoft’s response dated [] to section 69 notice dated [].  
94 Customers may use VDI for example for added security or to better facilitate remote working. Customers devices will 
still typically need a PC OS that can be used to connect to the virtualised desktop via its VDI provider. 
95 Microsoft, ‘Windows 11 Licensing For Virtual Desktops Licensing Guidance’, undated, accessed by the CMA on 5 
October 2026. 
96 Jigsaw Customer Research, 28 September 2026, page 10, paragraph 37.  

https://azure.microsoft.com/en-us/blog/what-is-desktop-as-a-service-daas-and-how-can-it-help-your-organization/
https://azure.microsoft.com/en-us/blog/what-is-desktop-as-a-service-daas-and-how-can-it-help-your-organization/
https://www.dell.com/en-gb/shop/laptop-computers/scr/laptop/appref=windows-11-pro-operating-system?msockid=3683892f712d6f141c599e7d70d76eef
https://www.dell.com/en-gb/shop/laptop-computers/scr/laptop/appref=windows-11-pro-operating-system?msockid=3683892f712d6f141c599e7d70d76eef
https://www.microsoft.com/en-gb/store/b/buy-surface-pro?ef_id=_k_a68a2a87d56e19ca2feb40ef4d984868_k_&OCID=AIDcmmydqkurjc_SEM__k_a68a2a87d56e19ca2feb40ef4d984868_k_&msclkid=a68a2a87d56e19ca2feb40ef4d984868
https://www.microsoft.com/en-gb/store/b/buy-surface-pro?ef_id=_k_a68a2a87d56e19ca2feb40ef4d984868_k_&OCID=AIDcmmydqkurjc_SEM__k_a68a2a87d56e19ca2feb40ef4d984868_k_&msclkid=a68a2a87d56e19ca2feb40ef4d984868
https://www.microsoft.com/content/dam/microsoft/usetm/documents/windows/11/oem-(pre-installed)/Useterms_OEM_Windows_11_EnglishGreatBritain.pdf
https://www.microsoft.com/licensing/guidance/Windows-11-Licensing-for-Virtual-Desktops#section-20-219
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Windows 10 and 11 as the main operating system for their productivity software 

suite, for all or most of their staff.97 

4.21 In light of the above, we provisionally consider that Microsoft’s PC OS product 

offerings, set out above, fall within the functional description of the PC OS digital 

activity. Microsoft offers and customers consume Microsoft’s PC OS product 

offerings as a personal computer operating system or equivalent, which acts as an 

intermediary between hardware and software on the computer enabling software 

applications and services to run on a PC. 

4.22 In addition to the versions which are installed locally on devices, Microsoft 

provides its PC OS Windows as a virtualised version under the Microsoft 365 

branding and Azure Virtual Desktop offering.98 This means that organisational 

customers can access Microsoft’s PC OS both on local devices and via multiple 

virtualisation offerings. As noted above, virtualisation means that the PC OS is run 

on a server (either on-premises or in the cloud) which the device accesses, 

instead of being run entirely on the device itself.  

4.23 How a product is accessed, deployed or packaged may be a relevant factor, but 

does not in itself determine whether the product is within scope. Indeed, a product 

may perform the functions set out in the relevant digital activity description whether 

accessed through desktop application, mobile application, browsers, virtualised 

environments or other access points and whether deployed on--premises, in the 

cloud or in a hybrid environment. Similarly, a product does not fall outside scope 

merely because its functionality is supplied together with additional services, such 

as for example as part of a Software as a Service (SaaS) or Platform as a Service 

(PaaS), or other service-based offering. We have therefore considered whether 

virtualised versions provide the functionality of a PC OS. 

4.24 Microsoft’s main PC OS virtualisation offerings are Azure Virtual Desktop and 

Windows 365 (Cloud PC), both of which outsource the computing workloads away 

from the personal device via a network connection, browser or dedicated app. 

Windows 365 (Cloud PC) and Azure Virtual Desktop can also be described as 

DaaS, a term for virtualised PC OS offerings where the underlying infrastructure is 

managed by the cloud provider supplying the DaaS.99 

4.25 Microsoft’s PC OS offerings perform the same functions for a customer both when 

accessed locally or via virtualisation (namely that of an intermediary between 

hardware and software on a computer) with the software being accessed remotely 

rather than stored on the hardware itself in the latter case. Microsoft describes 

 
 
97 Jigsaw Customer Research, 28 September 2026, page 59, paragraph 226.  
98 A virtualised version of a PC OS is hosted either in the cloud or on customers’ on-premises servers.  
99 Microsoft, ‘What is desktop as a service (DaaS) and how can it help your organization? | Microsoft Azure Blog’, dated 
7 July 2022, accessed by the CMA on 24 September 2026. 

https://azure.microsoft.com/en-us/blog/what-is-desktop-as-a-service-daas-and-how-can-it-help-your-organization/
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Azure Virtual Desktop as delivering a ‘full Windows experience’,100 and says that 

Windows 365 (Cloud PC) ‘lets users access Windows 10 or 11 from various 

devices’.101 In an internal document, Microsoft positions these virtual desktop 

offerings as delivering a ‘[]’.102  

4.26 Differences between these deployment routes are minor,103 pertaining to functions 

such as user allocation and security settings. For example, Microsoft notes that: 

(a) Windows PC OS operates a physical one-to-one hardware relationship (with 

each user corresponding to the hardware of a specific device),104 and 

Windows 365 (Cloud PC) allocates each user to a virtual machine on a one-

to-one basis (according to the Windows 365 licence assigned to the user).105 

But in Azure Virtual Desktop, multiple users share the resources of a single 

virtual machine host concurrently.106  

(b) Windows PC OS includes core security capabilities ‘out of the box’ but 

requires IT administrators to actively deploy Microsoft Security Baselines via 

Intune or Group Policy to secure physical hardware.107 Windows 365 (Cloud 

PC) operates an automated security baseline by default that follow security 

best practices, so customers do not have to set this up themselves.108 Azure 

Virtual Desktop offers customers granular customisation for peripheral 

controls and network security boundary control.109 

4.27 In light of the above, we provisionally consider that Microsoft's PC OS is in scope 

however accessed and deployed (on-premises, cloud, or a hybrid environment). 

This is because it performs the same functions for a customer both when 

accessed locally or via virtualisation.  

 
 
100 Microsoft, ‘What is Azure Virtual Desktop? - Azure - Azure Virtual Desktop | Microsoft Learn’, undated, accessed by 
the CMA on 30 July 2026. 
101 Microsoft, ‘What is Windows 365? | Microsoft Learn’, undated, accessed by the CMA on 30 July 2026. 
102 Microsoft’s internal document, [] to section 69 notice dated []. 
103 Microsoft, ‘What is Azure Virtual Desktop? - Azure - Azure Virtual Desktop | Microsoft Learn’, undated, accessed by 

the CMA on 24 September 2026 ; Microsoft ‘Automated provisioning steps for Windows 365 | Microsoft Learn’, undated, 

accessed by the CMA on 24 September 2026. 
104Microsoft, ‘Windows 11 Specs and System Requirements’, undated, accessed by the CMA on 8 October 2026. 
105 Microsoft, ‘Get started with virtual desktop architecture design – Azure Architecture Centre’, undated, accessed by the 

CMA on 22 September 2026. 
106Microsoft, ‘What is Azure Virtual Desktop? - Azure - Azure Virtual Desktop | Microsoft Learn’, undated, accessed by 

the CMA on 22 September 2026; Microsoft, ‘Get started with virtual desktop architecture design – Azure Architecture 

Centre’, undated, accessed by the CMA on 22 September 2026. 
107 Microsoft, ‘Learn about Intune security baselines for Windows devices’, undated, accessed by the CMA on 22 

September 2026. 
108 Microsoft, ‘Overview of security concepts in Windows 365’, undated, accessed by the CMA on 22 September 2026.  
109 Microsoft ‘Security, governance, and compliance for Azure Virtual Desktop infrastructure’, undated, accessed by the 

CMA on 22 September 2026. 

https://learn.microsoft.com/en-us/azure/virtual-desktop/overview
https://learn.microsoft.com/en-us/windows-365/overview
https://learn.microsoft.com/en-us/azure/virtual-desktop/overview
https://learn.microsoft.com/en-us/windows-365/enterprise/automated-provisioning-steps
https://www.microsoft.com/en-us/windows/windows-11-specifications
https://learn.microsoft.com/en-us/azure/architecture/virtual-desktop/virtual-desktop-get-started
https://learn.microsoft.com/en-us/azure/virtual-desktop/overview
https://learn.microsoft.com/en-us/azure/architecture/virtual-desktop/virtual-desktop-get-started
https://learn.microsoft.com/en-us/azure/architecture/virtual-desktop/virtual-desktop-get-started
https://learn.microsoft.com/en-us/intune/device-security/security-baselines/overview
https://learn.microsoft.com/en-us/windows-365/enterprise/security
https://learn.microsoft.com/en-us/azure/cloud-adoption-framework/scenarios/azure-virtual-desktop/eslz-security-governance-and-compliance
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Products not in scope 

Mobile operating systems 

4.28 Microsoft’s product offering does not currently include a mobile operating system.  

4.29 While a mobile device may sometimes be used as an entry point to a PC OS (via 

the Windows App or web browser) or used to accomplish some of the same tasks 

achieved by a PC OS, we consider that the functionality of mobile and tablet 

devices is very different to that of PCs due to differing input methods, processing 

power, and portability.110 Evidence collected to date suggests that mobile and 

tablet OSs are not generally considered an alternative to PC OS.111 We, therefore, 

provisionally consider that a mobile OS is not used by customers in the same or 

similar way to a PC OS and therefore not in scope. 

Productivity Software Suite 

4.30 In the IN, we described the Productivity Software Suite (or PSS) digital activity as 

a productivity software suite that enables users to work and collaborate, including 

to create, record, communicate and manage information. In the IN, we indicated 

the products, features and functionalities we considered at that stage were likely to 

be in scope of the digital activity.112 

Submissions on our description and scope of PSS  

4.31 In response to the ITC and in other submissions to the CMA, Microsoft stated that:  

(a) Microsoft offers a range of productivity suite options and enables customers 

to mix-and-match Microsoft applications with those of other providers.113  

(b) Customers can choose whether to license certain applications and 

functionalities as part of a suite (eg Microsoft Teams (or Teams)), as 

 
 
110 A provider submitted that tablet OSs remain complementary to PC OS rather than acting as substitutes, with many 
organisational customers relying on PCs for ‘productivity intensive tasks and enterprise workflows’ [], [] response 
dated [] to section 69 notice dated []. Another provider submitted that mobile/tablet OSs are not viable alternatives 
to PC OSs for organisational customers, noting that procuring a mobile device does not negate the need for the use of a 
PC for primary knowledge work, [] response dated [] to section 69 notice dated []. 
111 See also the SEMP assessment regarding PC OS – Mobile and Tablet OS in Chapter 5 and Appendix A. 
112 Investigation Notice, paragraph 8(a): ‘Based on Microsoft’s current business model, the CMA considers that the 
following products, referred to by their current brand names are likely to be in scope: Microsoft’s Office 365 applications, 
including Word, Excel, PowerPoint, Outlook, Exchange, Teams, SharePoint, OneDrive and OneNote; and the services 
and associated functionalities that enable the functioning of the Microsoft Productivity Software Suite, such as the Graph 
API and Microsoft 365 Admin Center. We explained that our investigation would include assessing whether Copilot 
features and functionalities that can be used with these apps (eg, Copilot features within Outlook, Excel, Word and 
OneNote), and/or AI assistant features and functionalities accessed in the Microsoft 365 Copilot App, would be in scope.’ 
113 Microsoft's response to invitation to comment dated 14 May 2026, paragraph 5.2. Microsoft.pdf. 

https://assets.publishing.service.gov.uk/media/6a044eeecd2e0e8b5b20b518/Investigation_Notice.pdf
https://assets.publishing.service.gov.uk/media/6a3a3f9f25c5199bda11799a/Microsoft.pdf
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standalones (eg Word only), or as add-ins (eg Microsoft 365 Copilot and 

Agent 365).114  

(c) Microsoft’s Copilot offering is a distinct and complementary ‘AI layer’, which 

should not be included in the scope of any SMS designation decision.115 

Microsoft’s submissions on its AI offerings are discussed further below.  

4.32 Several stakeholders commented on our proposed scope and description of the 

PSS digital activity: 

(a) In response to the ITC, several stakeholders expressed support for our 

proposed PSS digital activity description and scope.116 

(b) Several stakeholders submitted that we should include Microsoft’s AI 

offerings in this digital activity, which have become an important part of 

organisations’ workflow and productivity software suite.117 Some 

stakeholders stated that AI is changing business software more generally 

and could be considered a control layer of the ecosystem.118 

(c) Some stakeholders submitted that additional Microsoft software applications 

not listed in our IN should be in scope, namely Microsoft’s Edge,119 Visual 

 
 
114 Microsoft's response to invitation to comment dated 14 May 2026, paragraphs 5.1 and 5.2 Microsoft.pdf; Microsoft's 
submission to the CMA dated []; Microsoft's submission to the CMA dated []. 
115 Microsoft's submission to the CMA dated []. 
116 Third Stage Consulting Group’s response to invitation to comment dated 14 May 2026, page 2. 
Third_Stage_Consulting_Group.pdf; Element’s response to invitation to comment dated 14 May 2026, page 3. 
Element.pdf; SCiDA’s response to invitation to comment dated 14 May 2026, page 2. 
Shaping_Competition_in_the_Digital_Age.pdf; a company’s response to invitation to comment dated 14 May 2026, page 
2, paragraphs 6 to 7. Anonymous_1.pdf; a company’s response to invitation to comment dated 14 May 2026, page 1, 
response to Question 1. Anonymous_3.pdf; Browser Choice Alliance’s response to invitation to comment dated 14 May 
2026, page 10. Browser_Choice_Alliance.pdf; CFSL’s response to invitation to comment dated 14 May 2026, page 21, 
section III. Coalition_for_Fair_Software_Licensing.pdf; Open Cloud Coalition’s response to invitation to comment dated 
14 May 2026, page 2, Part 1, section 1. Open_Cloud_Coalition.pdf; Open Web Advocacy’s response to the invitation to 
comment, page 8, section 2.1. Open_Web_Advocacy.pdf; and Cloudflare’s response to invitation to comment dated 14 
May 2026, page 3, section 2(b). Cloudflare.pdf 
117 Element's response to invitation to comment dated 14 May 2026, page 3. Element.pdf; Third Stage Consulting 
Group's response to invitation to comment dated 14 May 2026, page 3. Third_Stage_Consulting_Group.pdf; Anonymous 
1’s response to invitation to comment dated 14 May 2026, page 2, paragraph 7. Anonymous_1.pdf; CFSL's response to 
invitation to comment dated 14 May 2026, pages 21 - 23, section III.A, Coalition_for_Fair_Software_Licensing.pdf; Open 
Cloud Coalition's response to invitation to comment dated 14 May 2026, pages 2 and 4 Open_Cloud_Coalition.pdf; and 
Browser Choice Alliance's response to invitation to comment dated 14 May 2026, page 10 . 
Browser_Choice_Alliance.pdf 
118 Third Stage Consulting Group's response to invitation to comment dated 14 May 2026, paragraph 4.1, pages 7 - 
8, Third_Stage_Consulting_Group.pdf; and CFSL's response dated 4 June 2026 to invitation to comment dated 14 May 
2026, page 23, section III.A, Coalition_for_Fair_Software_Licensing.pdf. 
119 BrowserWorks' response dated 04 June 2026 to invitation to comment dated 14 May 2026, page 
3, BrowserWorks.pdf; Vivaldi Technologies ASA's response dated 3 June 2026 to invitation to comment dated 14 May 
2026, page 4, Vivaldi_Technologies_ASA.pdf; Open Web Advocacy's response dated 11 June 2026 to invitation to 
comment dated 14 May 2026, question 1, paragraph 2.1, page 7, Open_Web_Advocacy.pdf; and Mozilla's response 
dated 4 June 2026 to invitation to comment dated 14 May 2026, question 1, pages 1 - 3, Mozilla.pdf. 

https://assets.publishing.service.gov.uk/media/6a3a3f9f25c5199bda11799a/Microsoft.pdf
https://assets.publishing.service.gov.uk/media/6a3a405fe590e5e061c9a483/Third_Stage_Consulting_Group.pdf
https://assets.publishing.service.gov.uk/media/6a3a3f9f00ff27f06e3efc5f/Element.pdf
https://assets.publishing.service.gov.uk/media/6a3a406000ff27f06e3efc64/Shaping_Competition_in_the_Digital_Age.pdf
https://assets.publishing.service.gov.uk/media/6a3a4060e590e5e061c9a487/Anonymous_1.pdf
https://assets.publishing.service.gov.uk/media/6a3a4060e590e5e061c9a488/Anonymous_3.pdf
https://assets.publishing.service.gov.uk/media/6a3a3fa000ff27f06e3efc61/Browser_Choice_Alliance.pdf
https://assets.publishing.service.gov.uk/media/6a3a3f9fc6e94f095f3efc5b/Coalition_for_Fair_Software_Licensing.pdf
https://assets.publishing.service.gov.uk/media/6a3a4060e590e5e061c9a485/Open_Cloud_Coalition.pdf
https://assets.publishing.service.gov.uk/media/6a3a5dd5da47783d8772381c/Open_Web_Advocacy.pdf
https://assets.publishing.service.gov.uk/media/6a3a3f9f00ff27f06e3efc60/Cloudflare.pdf
https://assets.publishing.service.gov.uk/media/6a3a3f9f00ff27f06e3efc5f/Element.pdf
https://assets.publishing.service.gov.uk/media/6a3a405fe590e5e061c9a483/Third_Stage_Consulting_Group.pdf
https://assets.publishing.service.gov.uk/media/6a3a4060e590e5e061c9a487/Anonymous_1.pdf
https://assets.publishing.service.gov.uk/media/6a3a3f9fc6e94f095f3efc5b/Coalition_for_Fair_Software_Licensing.pdf
https://assets.publishing.service.gov.uk/media/6a3a4060e590e5e061c9a485/Open_Cloud_Coalition.pdf
https://assets.publishing.service.gov.uk/media/6a3a3fa000ff27f06e3efc61/Browser_Choice_Alliance.pdf
https://assets.publishing.service.gov.uk/media/6a3a405fe590e5e061c9a483/Third_Stage_Consulting_Group.pdf
https://assets.publishing.service.gov.uk/media/6a3a3f9fc6e94f095f3efc5b/Coalition_for_Fair_Software_Licensing.pdf
https://assets.publishing.service.gov.uk/media/6a3a3fa025c5199bda11799d/BrowserWorks.pdf
https://assets.publishing.service.gov.uk/media/6a3a405fc6e94f095f3efc5c/Vivaldi_Technologies_ASA.pdf
https://assets.publishing.service.gov.uk/media/6a3a5dd5da47783d8772381c/Open_Web_Advocacy.pdf
https://assets.publishing.service.gov.uk/media/6a3a405fe590e5e061c9a484/Mozilla.pdf
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Studio and GitHub.120 Other stakeholders invited us to consider Dynamics 

365 and Power BI Pro in assessing the proposed scope.121 

Our assessment 

4.33 We have considered the submissions and evidence received, including 

submissions that additional products should be included in scope, as set out 

below. Our provisional conclusion is that the description of the PSS digital activity 

in the IN remains appropriate and that the PSS digital activity meets the statutory 

definition of a digital activity, as it constitutes the provision of one or more pieces 

of digital content within the meaning of section 3(1)(b) of the Act.  

4.34 For the reasons below, we provisionally consider that the following existing 

Microsoft apps, features and functionalities meet the functional description of the 

PSS digital activity and are therefore in scope:  

(a) Microsoft’s Office and Office 365 Applications: Microsoft Access, Microsoft 

Audio Conferencing, Microsoft Bookings, Microsoft Excel, Microsoft 

Exchange, Microsoft Forms, Microsoft Loop, Microsoft OneDrive, Microsoft 

OneNote, Microsoft Outlook, Microsoft Planner, Microsoft Power Apps, 

Microsoft Power Automate, Microsoft Power BI Pro, Microsoft PowerPoint, 

Microsoft Publisher, Microsoft SharePoint, Microsoft Stream / Clipchamp, 

Microsoft Sway, Microsoft Teams, Microsoft To Do, Microsoft Viva 

Connections, Microsoft Viva Engage, Microsoft Viva Insights, Microsoft Viva 

Learning and Microsoft Word. 

(b) Microsoft’s M365 Copilot Offerings: Microsoft 365 Copilot and Microsoft 365 

Copilot Chat, including features (such as Copilot Cowork and Agents for 

M365 Copilot) and access points (such as the Microsoft Copilot App and 

Microsoft 365 Copilot add-ins to other applications).  

(c) Supporting features and functionalities: Graph API, Work IQ, M365 Admin 

Center and Agent 365. 

4.35 These applications, features and functionalities fall within scope however 

accessed (for example, via a web browser, desktop application or mobile 

application) and deployed (on-premises, cloud, or a hybrid), as explained below. 

 
 
120 Google's response dated 4 June 2026 to invitation to comment dated 14 May 2026, paragraph 7(d), page 
2, Google.pdf; and Coalition for Fair Software Licensing's response dated 04 June 2026 to invitation to comment dated 
14 May 2026,  pages 23 - 25, Coalition_for_Fair_Software_Licensing.pdf. 
121 Third Stage Consulting Group's response dated 20 May 2026 to invitation to comment dated 14 May 2026, page 
7, paragraph 4.1, Third_Stage_Consulting_Group.pdf, and Anonymous 2’s response dated 4 June 2026 to invitation to 
comment dated 14 May 2026, pages 2 – 3, paragraph 4, Anonymous_2.pdf. 

https://assets.publishing.service.gov.uk/media/6a3a3f9f25c5199bda11799c/Google.pdf
https://assets.publishing.service.gov.uk/media/6a3a3f9fc6e94f095f3efc5b/Coalition_for_Fair_Software_Licensing.pdf
https://assets.publishing.service.gov.uk/media/6a3a405fe590e5e061c9a483/Third_Stage_Consulting_Group.pdf
https://assets.publishing.service.gov.uk/media/6a3a3fa00bea238415c9a44b/Anonymous_2.pdf
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Description of the PSS digital activity 

4.36 Microsoft submitted that for over 35 years its productivity offering has been 

available as a suite.122 It stated that a productivity software suite comprises 

applications used to carry out day-to-day work tasks, such as word processing, 

spreadsheets, presentations, email and calendaring, and collaboration.123 It further 

explained that these applications sit at the top of the IT stack and are often used 

directly by end users or employees in an organisation.124  

4.37 Microsoft submitted that the range of functionalities and features in its productivity 

software suites collectively serve to make workers more productive in their tasks 

and functions.125 Microsoft also explained that AI is being ‘infused’ into every 

business solution and has become an ‘integral part of enterprise productivity’.126  

4.38 We provisionally consider that the description of the PSS digital activity in the IN 

remains appropriate. Productivity software is characterised by serving to support 

diverse workflows across sectors and job roles, rather than serving a specific 

industry or use case. Our proposed description therefore reflects the wide range of 

everyday work and collaboration tasks for which Microsoft offers, and UK 

organisations use, Microsoft’s productivity software suite. 

Products in scope  

4.39 This section explains which existing products we provisionally consider to be in 

scope of the PSS digital activity. In line with our functional approach, only 

products, features and functionalities that fit the description of the digital activity 

are in scope, considering how they are offered and consumed, including 

interlinkages among products.127  

Office and Office 365 

4.40 Having launched its Office suite in 1990, Microsoft now offers a range of suites 

that vary by category and tier, with higher tiers providing more functionality.128 

Microsoft’s key offerings for organisations include:  

(a) Basic productivity suites and standalone offers, such as Word as a 

standalone app, M365 Apps for Business/Enterprise, frontline worker plans 

 
 
122 Microsoft’s response dated [] to section 69 notice dated []. 
123 Microsoft's submission to the CMA dated []. As noted below, Microsoft Office applications are also available on a 
standalone basis.  
124 Microsoft's submission to the CMA dated []. 
125 Microsoft’s response dated [] to section 69 notice dated []. 
126 Microsoft’s response dated []to section 69 notice dated []. 
127 CMA194, paragraph 2.10. 
128 Microsoft's submission to the CMA dated [] and Microsoft’s response dated [] to section 69 notice dated []. For 
further detail see, for example, Cloud MI Final Report, July 2025, 7.99 – 7.100. 

https://assets.publishing.service.gov.uk/media/688b8891fdde2b8f73469544/final_decision_report.pdf
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(F1/F3) and small and mid-size business suites (Business Basic, Standard 

and Premium); 

(b) Office 365 suites (E1, E3, E5), which provide cloud productivity without 

Windows PC OS or advanced Security Software; and 

(c) Microsoft 365 Suites (E3, E5, E7), which include a licence to upgrade to 

Windows Enterprise with additional, advanced Windows PC OS capabilities. 

They also include Security Software (defined below) and, for example, M365 

Copilot and Agent 365 at progressively higher tiers.129 

4.41 Among these, Microsoft stated that its Office 365 offerings contain ‘core cloud 

productivity and collaboration’ applications.130 This is consistent with how Microsoft 

differentiates Office 365 from Microsoft 365 publicly: the former are the set of 

productivity applications included in the latter.131  

4.42 We have first considered whether the applications in Office 365 are in scope of the 

PSS digital activity. Our assessment considers the applications in the most 

comprehensive Office 365 tier, Office 365 E5, which all also feature in Microsoft’s 

most popular package among organisations in the UK, Microsoft 365 E5.132 We 

have assessed whether the applications included in the Office 365 E5 package 

meet the functional description of the PSS digital activity, considering how these 

products are offered and consumed. 

4.43 In respect of how the applications are offered: 

(a) Microsoft stated that its Office 365 packages have included the same core 

productivity, communication and collaboration features and functionalities 

since it launched Office 365 in 2011.133 Those include features such as 

email, file storage, communication and collaboration, and other productivity 

apps.134 

 
 
129 See further: Microsoft ‘Microsoft 365, Office 365, Enterprise Mobility + Security, and Windows 11 Subscriptions’, 
undated, accessed by the CMA on 5 October 2026. See also Microsoft's submission to the CMA dated []. 
130 Microsoft's submission to the CMA dated []. 
131“Microsoft 365 includes: Everything in Office 365, plus Windows, built-in security, and device and identity management 
on a single platform. Office 365 includes: Foundational productivity apps such as Word, Excel, PowerPoint, Outlook, 
email, and cloud storage.” Microsoft, ‘Microsoft 365 vs Office 365 Enterprise Suite Comparison’, undated, accessed by 
the CMA on 5 October 2026:  
132 Microsoft’s response dated [] to section 26 notice dated [] and Microsoft's submission to the CMA dated []. We 
understand that Office 365 E5 currently comprises: Microsoft Access, Microsoft Audio Conferencing, Microsoft Bookings, 
Microsoft Excel, Microsoft Exchange, Microsoft Forms, Microsoft Loop, Microsoft OneDrive, Microsoft OneNote, 
Microsoft Outlook, Microsoft Planner, Microsoft Power Apps, Microsoft Power Automate, Microsoft Power BI Pro, 
Microsoft PowerPoint, Microsoft Publisher, Microsoft SharePoint, Microsoft Stream / Clipchamp, Microsoft Sway, 
Microsoft Teams, Microsoft To Do, Microsoft Viva Connections, Microsoft Viva Engage, Microsoft Viva Insights, Microsoft 
Viva Learning, and Microsoft Word. We note that Microsoft Delve was discontinued in 2024, so is not included in this list. 
133 Microsoft’s response dated [] to section 69 notice dated []. 
134 Microsoft’s response dated [] to section 69 notice dated []. 

https://cdn-dynmedia-1.microsoft.com/is/content/microsoftcorp/microsoft/bade/documents/products-and-services/en-us/education/Modern-Work-Plan-Comparison-Enterprise.pdf
https://www.microsoft.com/en-us/microsoft-365/enterprise/compare-microsoft-365-and-office-365?msockid=319b2fc7ae8e6867033138e0af7d69bb
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(b) Microsoft also stated that it does not typically allocate revenue to specific 

productivity applications; [].135, 136 In its financial reporting, revenue from 

Office 365 applications falls under the same Productivity and Business 

Processes financial reporting segment.137 

4.44 From the perspective of how the applications are consumed: 

(a) Several customers stated that they use Microsoft’s productivity software suite 

for a variety of work and collaboration tasks.138 For example, one reseller said 

that customers typically license this software to support collaboration, 

communication, document creation, email, meetings and workforce 

productivity requirements.139 Another customer summarised their 

requirements for licensing this software as: ‘[r]eliable email and collaboration, 

hybrid working, document management and co-authoring, standardisation 

across users, and increasingly AI-assisted productivity (Copilot) – a single, 

well-supported platform that integrates with everything else.’140  

(b) Some customers also stated that they experience Office applications as a 

seamless, integrated package.141 For example, one customer said that 

Microsoft’s productivity software suite is ‘integrated’ rather than a set of 

standalone tools, providing ‘seamless movement’ of content and context, for 

example, between Outlook, Teams, SharePoint, OneDrive and other Office 

applications.142  

(c) Some customers also noted that within an organisation, different business 

areas can require different levels of functionality;143 for example, one 

customer explained that some retail staff only need Teams and the ability to 

 
 
135 Microsoft’s response dated [] to section 69 notice dated []. [].  
136 We note Microsoft’s response dated [] to section 69 notice dated [], []: Microsoft’s response dated [] to 
section 69 notice dated []; [] Microsoft’s response dated [] to section 69 notice dated []. As set out in this 
chapter, we provisionally consider Power BI Pro in scope of the Productivity Software Suite digital activity as it meets the 
functional description of the digital activity. 
137 Microsoft, ‘Microsoft 2025 Annual Report’, 15 October 2025, accessed by the CMA on 6 October 2026. See also 
Microsoft’s response dated [] to section 69 notice dated []. 
138 For example, note of call with [] on []; Note of call with [] on []; Note of call with []. 
139 [] response dated [] to voluntary request for information dated []. 
140 [] response dated [] to voluntary request for information dated []. 
141 One customer noted that the suite allows easy integration with functionality such as Planner and integration with 
Copilot. Note of call with [] on []; another said the integrated approach of the M365 environment had led to 
operational, resilience and non-functional benefits. Note of call with [] on []; Another noted the use of some Office 
applications is driven by increased integration with organisational data, and the benefits of a more consistent technology 
environment. Note of call with [] on []. 
142 Anonymous 2’s response dated 4 June 2026 to invitation to comment dated 14 May 2026, paragraph 2.1. 
Anonymous_2.pdf. Technically, we understand that the main way through which the connection between applications is 
enabled is by the Microsoft Graph API that, among other things, mediates data exchange among Office 365 applications 
(see further below). 
143 Note of call with [] on [], which noted that whilst it generally uses Google Workspace, some business functions 
require certain Microsoft productivity applications; and [] on [], which noted that Microsoft PSS products are mainly 
used in HR, legal and finance departments. 

https://www.microsoft.com/investor/reports/ar25/
https://assets.publishing.service.gov.uk/media/6a3a3fa00bea238415c9a44b/Anonymous_2.pdf
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open documents on SharePoint, while its head office requires access to the 

full suite of productivity tools.144  

4.45 We recognise that customers are heterogeneous and not all buy all applications in 

the Office 365 E5 package.145 As stated above, we do not consider that an 

application must be consumed by every organisation or every end user within an 

organisation to fall within scope of the digital activity. We have considered 

evidence on customer use alongside other evidence relevant to whether an 

application meets the functional description. 

4.46 We also note that Microsoft offers suites without some applications or as 

standalone applications. We do not consider that all applications must be offered 

in the same bundled offering to meet the functional description. For example, 

Microsoft offers the option of packages without Teams,146 which for the reason set 

out below, we provisionally consider falls within scope of the PSS digital activity: 

(a) Microsoft described Teams’ purpose as a ‘productivity hub for teamwork’ 

within the suites that brings together productivity, collaboration, and 

communication functionalities.147  

(b) Some ITC respondents indicated that, even though packages are offered 

without Teams, they consider Teams to remain part of Microsoft’s 

productivity software suite offering.148 Similarly, our customer research found 

that “[a]ll [participants] used Teams. Teams was mainly used for meetings, 

sometimes for project working and messaging.  It was seen to have improved 

in recent years and as having the benefit of being integrated with Office and 

other productivity tools in the suite.”149  

(c) Taking the evidence in the round, accounting for how Teams is offered 

(including variations in that offer) and consumed, we provisionally consider 

that Teams meets the functional description of the PSS digital activity. 

4.47 We have considered the applications in Microsoft’s Office 365 E5 package and the 

evidence we have received on how these are offered and consumed. As noted 

 
 
144 Note of call with [] on []. 
145 Microsoft submitted that customers are heterogeneous and there are ‘material volumes’ of paid seats in the UK 
across suite categories and tiers. Microsoft's submission to the CMA dated []. 
146 Since September 2025, Microsoft has offered Office 365 and Microsoft 365 packages without Teams, including in the 
UK. This follows Microsoft’s offer of Commitments in accordance with Article 9 of Council Regulation (EC) No 1/2003 to 
address the competition concerns identified by the European Commission in Cases AT.40721 and AT.40873. European 
Commission, ‘Cases AT.40721 and AT.40873 Commitments’, undated, accessed by the CMA on 5 October 2026. 
147 Microsoft’s response dated [] to section 69 notice dated []. 
148 Coalition for Fair Software Licensing's response dated 04 June 2026 to invitation to comment dated 14 May 2026, 
page 16, paragraph 22.2 Coalition_for_Fair_Software_Licensing.pdf; Element's response dated 04 June 2026 to 
invitation to comment dated 14 May 2026, page 2, Element.pdf; and Anonymous 3’s response dated 22 June 2026 to 
invitation to comment dated 14 May 2026, page 3. Anonymous_3.pdf, which indicated that the EC Teams commitments 
have not yet made a material change. See also Killinghall Parish Council's response dated 01 June 2026 to invitation to 
comment dated 14 May 2026, paragraph 3, page 1. Killinghall_Parish_Council.pdf, which indicates that Microsoft Teams 
remains commercially connected to other productivity software applications.  
149 Jigsaw Customer Research, 28 September 2026, page 37, paragraph 167.  

https://ec.europa.eu/competition/antitrust/cases1/202537/AT_40721_7173.pdf
https://assets.publishing.service.gov.uk/media/6a3a3f9fc6e94f095f3efc5b/Coalition_for_Fair_Software_Licensing.pdf
https://assets.publishing.service.gov.uk/media/6a3a3f9f00ff27f06e3efc5f/Element.pdf
https://assets.publishing.service.gov.uk/media/6a3a4060e590e5e061c9a488/Anonymous_3.pdf
https://assets.publishing.service.gov.uk/media/6a3a3f9fe590e5e061c9a47f/Killinghall_Parish_Council.pdf
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above, Microsoft itself told us that Office packages comprise its core productivity 

and collaboration applications.150 Taken together, we provisionally consider that 

those applications fulfil the functional description of the PSS digital activity and are 

in scope of the PSS digital activity.  

4.48 We also consider these applications to be in scope however accessed and 

deployed. This includes web, mobile and desktop access points, as well as on-

premises, cloud and hybrid deployment. We recognise that some functionality 

varies between, for example, desktop and web apps, and that some apps are not 

available on--premises, such as Teams.151 However, we consider that differences 

in availability of specific features across access points and deployments are 

immaterial to our provisional view that these applications meet the functional 

description of the PSS digital activity.152  

AI features and functionalities in scope of the PSS digital activity 

4.49 In the IN, we explained that we would consider whether Copilot features and 

functionalities within other applications (eg Copilot features within Outlook, Excel, 

Word and OneNote), and/or AI assistant features and functionalities accessed in 

the Microsoft 365 Copilot App are in scope of the PSS digital activity.153 

4.50 Microsoft submitted that its AI offerings should not be in scope of our investigation 

and that they serve a different function to the PSS digital activity, stating that:  

(a) Microsoft’s AI offerings are a distinct and complementary ‘AI layer’.154  

(b) AI solutions have a range of uses, many of which extend beyond productivity. 

For example, AI solutions can be used to automate customer service or for 

software development.155  

(c) M365 Copilot, in particular, can synthesise and create information from a 

large variety of sources allowing it to perform a broad range of functions 

across multiple software categories and workflows, such as analysing data in 

an enterprise’s CRM or HR systems, and integrate that with public sources 

 
 
150 Microsoft's submission to the CMA dated []; Microsoft’s response dated [] to section 69 notice dated []. 
151 A provider of PSS noted that the web version of Teams lacks certain features, such as the ability to ‘give and take 
control’ during a meeting. [] consolidated response dated [] to section 69 notice dated []: ‘This means that 
customers have to use the desktop version of Teams if they want to, for example, have the ability to “give and take 
control” on calls or stream a video and screenshare at the same time, both important features for an enterprise’s IT 
operations.’ A customer also noted that PSS applications can have lower functionality on MacOS than Windows PC OS 
Note of call with [] on []. 
152 For example, the lack of ‘give and take control’ feature referred to in the previous footnote does not alter our 
provisional view that Teams web application meets the functional description of the PSS digital activity.  
153 Investigation Notice, paragraph 8(a). 
154 Microsoft's submission to the CMA dated []. 
155 Microsoft's submission to the CMA dated []. Microsoft referred to O-Mega, ‘Enterprise AI Adoption 2025: Complete 
Guide & Statistics’ 29 December 2025, accessed by the CMA on 5 October 2026: “79% of enterprises report using AI to 
generate content, 68% of organisations use AI in software development, 61% of enterprises use AI for data analysis and 
visualisation, 54% are leveraging AI to automate customer service, and up to 76% of enterprises have implemented AI-
driven process automation (e.g. back-office operations, supply chain, or finance workflows).” 

https://assets.publishing.service.gov.uk/media/6a044eeecd2e0e8b5b20b518/Investigation_Notice.pdf
https://o-mega.ai/articles/enterprise-ai-adoption-in-2025-an-in-depth-guide-by-the-numbers
https://o-mega.ai/articles/enterprise-ai-adoption-in-2025-an-in-depth-guide-by-the-numbers
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via web search.156 While it is capable of retrieving information from or 

grounding responses in Microsoft 365 applications, that is insufficient to bring 

it within the scope of any PSS designation.157  

(d) AI solutions are sold and marketed separately from productivity applications; 

Microsoft 365 Copilot, for example, is available to customers as an optional 

per-seat add-on to Microsoft 365 subscriptions or through the highest-tier 

‘frontier’ Microsoft 365 suite, Microsoft 365 E7.158  

4.51 For context, Microsoft stated that as work patterns shift, and new technologies 

become available, organisations demand new features.159 Consequently, features 

that started as ‘nice to haves’ can quickly become ‘must haves’; this was 

previously the case with features such as spellcheck in Word and is becoming the 

case with AI functionality.160 Microsoft noted that it must continue to innovate in 

order to retain and attract customers in PSS, including by investing heavily in AI 

across its productivity offerings through, for example, Copilot capabilities in 

Microsoft 365 and the development of AI agents.161 

4.52 We have focused our assessment on areas where Microsoft has already added 

AI-enabled solutions into its productivity packages: Microsoft’s M365 Copilot 

Offerings (as defined below). We also consider Work IQ and Microsoft’s Agent 365 

further below. 

4.53 Given that these products were recently introduced and AI-enabled software is 

developing, we will continue to keep Microsoft’s offerings under review as 

products, features and functionalities are introduced or change, and customers’ 

usage develops.  

4.54 As a general point, we recognise that AI solutions can be used for a range of tasks 

within and outside of the PSS digital activity. For example, Microsoft referenced a 

customer survey, which found that 68% of organisations use AI in software 

development.162 However, the same customer survey data indicated that the most 

common use case (79% of enterprises) was to create content, a functionality 

within scope of the PSS digital activity. 

 
 
156 Microsoft's submission to the CMA dated []. 
157 Microsoft's submission to the CMA dated []. 
158 Microsoft's submission to the CMA dated []. 
159 Microsoft's submission to the CMA dated []. 
160 Microsoft's submission to the CMA dated []. 
161 Microsoft’s response dated [] to section 69 notice dated []. 
162 Microsoft's submission to the CMA dated [], referring to O-Mega, ‘Enterprise AI Adoption 2025: Complete Guide & 
Statistics’ 29 December 2025, accessed by the CMA on 5 October 2026. 

https://o-mega.ai/articles/enterprise-ai-adoption-in-2025-an-in-depth-guide-by-the-numbers
https://o-mega.ai/articles/enterprise-ai-adoption-in-2025-an-in-depth-guide-by-the-numbers
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Microsoft’s M365 Copilot Offerings 

4.55 As noted above, Microsoft stated that AI is becoming an ‘integral part of enterprise 

productivity’.163 In that context, Microsoft said that it offers: 

(a) Microsoft Copilot Chat (or Copilot Chat), a web-grounded and document-

aware AI assistant that integrates with the Office applications and enables 

users to use web-grounded chat for search assistance and content 

generation. Microsoft 365 Copilot Chat is available to customers of 

Microsoft’s productivity suites, but customers control whether to deploy it or 

not within their tenant.164  

(b) Microsoft 365 Copilot (or M365 Copilot),165 an AI assistant for work. Microsoft 

describes this as a full-featured paid-for web-grounded and document-aware 

AI assistant leveraging business data available through the Microsoft Graph 

API, such as documents the organisation has stored on SharePoint, emails in 

Exchange Online, or other online resources within the organisation. It works 

with the Office applications and can be used, for example, to summarise 

meetings, write text, send emails, and assist with other tasks based on user 

prompts.166  

4.56 Copilot Chat and M365 Copilot have a range of features and functionalities. For 

example, M365 Copilot includes:  

(a) Agents for M365 Copilot. Agents can be described as systems that can 

reason, plan and act on behalf of users.167 Agents can ‘automate tasks, 

collaborate with people, and accelerate productivity’.168 In relation to 

Microsoft 365 Copilot, Microsoft explains publicly that agents can use 

enterprise data and take actions across applications, such as Teams or 

Outlook, to enhance productivity.169 With a M365 Copilot licence, Microsoft 

provides agents such as the ‘Researcher agent’ for complex, multi-step 

research tasks.170 Alternatively, users can use Agent Builder in the Copilot 

App to create their own agents using natural language, which Microsoft 

 
 
163 Microsoft’s response dated [] to section 69 notice dated []. In the same submission Microsoft also explained that 
Generative AI is increasingly being used for productivity tasks: ‘GenAI is injecting new competitive dynamics into the 
productivity space. Productivity involves creating, manipulating, and sharing content. GenAI assistants and agents such 
as ChatGPT and Gemini are increasingly used to access and create content, automating tasks knowledge workers 
previously did manually or accelerating them.’ 
164 Microsoft’s response dated [] to section 69 notice dated [].  
165 We note that some public resources indicate Microsoft 365 Copilot was renamed to Microsoft Copilot in September 
2026; however, we use the brand names used in Microsoft’s submissions. Microsoft, ’Anthropic models in Microsoft 
Online Services’, undated, accessed by the CMA on 5 October 2026.  
166 Microsoft’s response dated [] to section 69 notice dated []. 
167 https://learn.microsoft.com/en-us/startups/build/ai/agents/intro-agents, accessed 5 October 2026. 
168 https://www.microsoft.com/en-gb/copilot/blog/2025/11/18/microsoft-agent-365-the-control-plane-for-ai-agents/, 
accessed 6 October 2026. 
169Microsoft, ‘Introduction to AI Agents’, undated, accessed by the CMA on 6 October 2026. 
170 Microsoft, ‘What is a Researcher Agent in Microsoft Copilot?’, undated, accessed by the CMA on 6 October 2026. 

https://learn.microsoft.com/en-us/microsoft-365/copilot/connect-to-ai-subprocessor
https://learn.microsoft.com/en-us/microsoft-365/copilot/connect-to-ai-subprocessor
https://learn.microsoft.com/en-us/startups/build/ai/agents/intro-agents
https://www.microsoft.com/en-us/copilot/blog/2025/11/18/microsoft-agent-365-the-control-plane-for-ai-agents/?msockid=3948641ee3df6df60b1b73fce2b06ce1
https://learn.microsoft.com/en-us/startups/build/ai/agents/intro-agents
https://learn.microsoft.com/en-gb/microsoft-365/copilot/researcher-agent
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describes as part of the Microsoft 365 Copilot license.171 Accordingly, we 

consider agents built by users within Microsoft 365 Copilot or provided by 

Microsoft to be a feature of Microsoft 365 Copilot.  

(b) Microsoft 365 Copilot Cowork (or Cowork). Cowork is an agentic AI assistant 

that performs work tasks across Microsoft 365.172 Microsoft states that users 

describe what they need and Cowork can then, for example, send emails, 

schedule meetings, create documents, manage files and search information 

across an organisation.173 Cowork is available with a Microsoft 365 Copilot 

licence, if that feature is enabled in an organisation.174 Microsoft’s related 

agentic offering, Agent 365, is considered further below. 

4.57 Users can access the functionalities of Microsoft Copilot Chat and Microsoft 365 

Copilot via a web browser or through the Microsoft Copilot app (on Windows, Mac 

and mobile devices).175 Microsoft 365 Copilot and Copilot Chat can also be 

accessed using add-ins for productivity applications (eg where they appear as a 

pane on the right-hand side of an application).176 Microsoft submitted that there is 

no functional difference between the operation of Copilot as a standalone app or 

add-in; the only difference is the access point into the relevant M365 Copilot 

Offering.177 Therefore, our assessment considers these functionalities to be part of 

Copilot Chat and M365 Copilot, and the assessment applies across these access 

points.  

4.58 We refer to these products, features and functionalities together as Microsoft’s 

M365 Copilot Offerings, or by reference to their individual brand name, as 

necessary. We have assessed whether Microsoft’s M365 Copilot Offerings meet 

the functional description of the PSS digital activity, considering how they are 

offered and consumed, including interlinkages with other applications in scope.  

4.59 In terms of how the M365 Copilot Offerings are offered by Microsoft, we 

provisionally find that they are offered for a productivity use case. Microsoft 

describes these as enabling users to undertake the functionality we have 

described in the PSS digital activity: 

 
 
171 Microsoft, ‘Agents admin guide for Microsoft 365’, undated, accessed by the CMA 6 October 2026; Microsoft, ‘Set up 
your Development Environment for a Microsoft 365 Copilot Plugin’, undated, accessed by the CMA on 6 October 2026. 
172 Microsoft, ‘Copilot Cowork overview’, undated, accessed by the CMA on 6 October 2026. 
173 Microsoft, ‘Copilot Cowork overview’, undated, accessed by the CMA on 6 October 2026. 
174 Microsoft, ‘Get started with Copilot Cowork’, undated, accessed by the CMA on 6 October 2026. 
175 In relation to the Copilot app, see: Microsoft, ‘Get started with Microsoft 365 Copilot App’, May 2026, slides 3 and 4, 
accessed by the CMA on 6 October 2026.In this document Microsoft publicly describes the Copilot App as ‘the starting 
place for AI at work’, where a user can chat with Copilot, find work files, collect and organise notes, create content and 
complete tasks all in one place. The Microsoft Copilot app is available on desktop and mobile. We note that the Copilot 
app was previously branded as the Microsoft 365 Copilot app. Microsoft, ‘Get started with the Microsoft Copilot app’, 
undated, accessed by the CMA on 6 October 2026. 
176 Microsoft, ‘A simplified system – Microsoft Design’, 12 May 2026, accessed by the CMA on 6 October 2026. 
177 Microsoft's submission to the CMA dated []. 

https://learn.microsoft.com/en-gb/microsoft-365/copilot/agent-essentials/m365-agents-admin-guide#option-3---agents-with-microsoft-copilot-licensed
https://learn.microsoft.com/en-us/microsoft-365/copilot/extensibility/prerequisites#agent-capabilities-and-licensing-models
https://learn.microsoft.com/en-us/microsoft-365/copilot/extensibility/prerequisites#agent-capabilities-and-licensing-models
https://learn.microsoft.com/en-us/microsoft-365/copilot/cowork/
https://learn.microsoft.com/en-us/microsoft-365/copilot/cowork/
https://learn.microsoft.com/en-gb/microsoft-365/copilot/cowork/get-started
https://view.officeapps.live.com/op/view.aspx?src=https%3A%2F%2Fadoption.microsoft.com%2Ffiles%2Fcopilot%2FGetStarted_Microsoft365CopilotApp.pptx&wdOrigin=BROWSELINK
https://support.microsoft.com/en-us/microsoft-365-copilot/what-is-microsoft-copilot-app
https://microsoft.design/articles/a-simplified-system/
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(a) In submissions to the CMA Microsoft refers to Microsoft 365 Copilot as: an AI 

assistant ‘for work’;178 ‘Microsoft’s primary AI-powered productivity offering 

for business and enterprise customers’;179 and being used for ‘brainstorming, 

writing, searching, and summarising content…it can be used to summarise 

meetings, write text, send emails, and assist with other tasks based on user 

prompts.’180 This is consistent with how M365 Copilot is referred to in 

Microsoft internal documents.181 

(b) Similarly, Microsoft told the CMA that Copilot Chat can be used, amongst 

other things, for ‘generation of content’.182 This is consistent with how Copilot 

Chat is referred to in Microsoft internal documents.183 

(c) Microsoft states publicly that Copilot Cowork can be used, for example, to 

communicate (eg to draft and send emails), create Word documents, browse 

Work IQ to pull in content, schedule meetings and search information across 

an organisation.184  

(d) Microsoft also states publicly that Agents for Microsoft 365 Copilot help with 

everyday tasks and processes, and, for example, can be used to analyse 

data, send an email or update records.185 For example, users can create an 

agent within M365 Copilot that provides writing or presentation coaching 

tailored to organisational standards.186 

(e) We note that how the M365 Copilot Offerings are licensed varies, but they 

are nonetheless offered for use with other PSS applications. M365 Copilot is 

available to customers as an optional per-seat add-on to most 

Office/Microsoft 365 subscriptions.187 We also note that agents may be 

offered on a consumption basis (eg pay-as-you go or credit-based charging) 

and these usage-based elements are optional and separable from the core 

M365 Copilot Offering.188 Nonetheless, M365 Copilot is included with other 

applications in scope of the PSS digital activity in the highest-tier frontier 

suite, Microsoft 365 E7, since March 2026 and Copilot Chat is included with 

 
 
178 Microsoft's submission to the CMA dated []. 
179 Microsoft’s response [] to section 69 notice []. 
180 Microsoft’s response [] to section 69 notice dated []. 
181 See, for example: [] and []. 
182 Microsoft's submission to the CMA dated []. 
183 See, for example: [] and []. 
184 Microsoft, ‘Copilot Cowork overview’, undated, accessed by the CMA on 6 October 2026. 
185 Microsoft, ‘AI Agents for Individuals and Businesses’, undated, accessed by the CMA on 6 October 2026. 
186 Microsoft, ‘Agent Builder overview’, undated, accessed by the CMA on 6 October 2026. 
187 Microsoft's submission to the CMA dated []. 
188 Microsoft’s response dated [] to section 69 notice []. 

https://learn.microsoft.com/en-gb/microsoft-365/copilot/cowork/get-started
https://www.microsoft.com/en-gb/microsoft-365-copilot/agents
https://learn.microsoft.com/en-us/microsoft-365/copilot/extensibility/agent-builder
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most Office/Microsoft 365 subscriptions.189 Moreover, Agents for M365 

Copilot are included with a M365 Copilot licence.190  

4.60 In respect of how Microsoft’s 365 Copilot Offerings are consumed, customer 

evidence indicates that organisations use Microsoft’s M365 Copilot Offerings for 

the function described by the PSS digital activity:  

(a) Customer evidence indicates that Microsoft’s M365 Copilot Offerings support 

creating content, as well as other productivity and collaboration use cases we 

have described in the PSS digital activity, such as communicating and 

managing information. For example: 

(i) A customer said its organisation used M365 Copilot Offerings to 

summarise emails and prepare drafts.191 

(ii) A large customer stated that it expected M365 Copilot to be the core 

productivity tool for colleagues going forward.192  

(iii) A reseller noted that AI solutions, such as Copilot functionalities, could 

be used to translate information from English to Welsh, improving 

accessibility in institutions.193  

(iv) Another customer noted that Copilot is part of its personal productivity 

offering for employees, while Claude is used for more complex tasks.194  

(v) A customer also stated that it saw Copilot as the natural choice for 

augmenting the functionality offered to thousands of its employees who 

were already familiar with Microsoft’s Office applications.195  

(vi) Another customer said that it expects Microsoft to provide general-

purpose AI tools, while there may be several providers that supply tools 

for bespoke applications and specialist business processes.196 

(b) Similarly, our customer research found that most participant customers were 

using AI solutions to draft and summarise text.197 In particular, it found that 

Copilot free (Copilot Chat) and paid (M365 Copilot) versions are regularly 

used within businesses for everyday tasks, including help with writing emails 

 
 
189 Microsoft's submission to the CMA dated []. 
190“Use agents to boost productivity: Agents in Microsoft 365 Copilot help with everyday tasks and processes. All agents 
are included with a Copilot license.” Microsoft, ‘AI Agents for Individuals and Businesses’, undated, accessed by the 
CMA on 6 October 2026. 
191 Note of call with [] on []. 
192 Note of call with [] on []. 
193 Note of call with [] on []. 
194 Note of call with [] on []. 
195 Note of call with [] on []. 
196 Note of call with [] on []. 
197 Jigsaw Customer Research, 28 September 2026, page 49, paragraph 196, ‘…most participants said they were using 
AI to help with administrative tasks, such as drafting or summarising text’. 

https://www.microsoft.com/en-gb/microsoft-365-copilot/agents
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or reports, reviewing documents, transcribing meetings and note-taking, or 

more advanced tasks like automating complex analysis.198  

(c) A 2026 Microsoft analysis of more than 100,000 chats in Microsoft 365 

Copilot shows that 49% of all conversations support cognitive work, such as 

helping workers analyse information, solve problems, evaluate, and think 

creatively. The remainder also indicate frequent productivity and 

collaboration use cases: working with people (19%), finding information 

(15%), and producing work (17%).199  

4.61 We have also considered how Microsoft’s M365 Copilot Offerings are interlinked 

with other applications in scope of the PSS digital activity. Evidence we have seen 

so far indicates that there are important technical links between Microsoft’s M365 

Copilot Offerings and other applications in scope of the PSS digital activity. 

(a) A 2026 Microsoft internal document states that [].200  

(b) M365 Copilot is interrelated with other applications through its ability to 

ground its responses in organisational data. Microsoft explained that M365 

Copilot can be grounded in business information made available on the 

Microsoft Graph API, such as documents on SharePoint and emails on 

Exchange Online, among other resources.201 Microsoft also notes publicly 

that Copilot Cowork is able to ‘[b]rowse your entire Work IQ to pull in the 

content you need.’202  

(c) Some customers noted this integration as a key feature of its M365 Copilot 

Offerings;203 for example, one customer stated that a key reason for using 

M365 Copilot is that staff can use it securely with organisational 

information.204 Similarly, our customer research noted that Microsoft’s 

‘Copilot’ is seen as being integrated with other Microsoft software, such as 

Teams, Word, Outlook and Excel, conferring perceived ease of use and 

security benefits.205 

 
 
198 Jigsaw Customer Research, 28 September 2026, page 51, paragraph 202, Copilot free and paid versions were 
regularly used within organisations for everyday tasks. The benefits were often still being explored, there were a range of 
examples cited of successful use cases and productivity gains. These included Copilot helping with writing emails or 
reports, reviewing documents, transcribing meetings and note-taking, or more advanced tasks like automating complex 
analysis.’ 
199 Microsoft, ‘2026 Work Trend Index Report: Agents, human agency, and opportunity’, 5 May 2026, accessed by the 
CMA on 6 October 2026, page 7. 
200 Microsoft’s internal document, [] to section 69 notice dated []. 
201 Microsoft’s response dated [] to section 69 notice dated []. 
202 Microsoft, ‘Copilot Cowork overview’, undated, accessed by the CMA on 6 October 2026. 
203 Note of call with [] on []; Note of call with [] on []; Note of call with [] on [].; and Note of call with [] on 
[]. 
204 Note of call with [] on []. 
205 Jigsaw Customer Research, 28 September 2026, page 52, paragraph 206. ‘The integration of Copilot within the 
Microsoft ecosystem was seen to reduce this risk as it was considered to be within the tenant. Integration was also said 
to make it easy to use with other Microsoft software, such as using it for notetaking in Teams, for crafting emails in 
Outlook, summarising text in Word or information in Excel.’  

https://www.microsoft.com/en-us/worklab/work-trend-index/agents-human-agency-and-the-opportunity-for-every-organization
https://www.microsoft.com/en-us/worklab/work-trend-index/agents-human-agency-and-the-opportunity-for-every-organization
https://www.microsoft.com/en-us/worklab/work-trend-index/agents-human-agency-and-the-opportunity-for-every-organization
https://learn.microsoft.com/en-gb/microsoft-365/copilot/cowork/get-started
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4.62 In light of the evidence above we provisionally consider that Microsoft’s M365 

Copilot Offerings perform the functions described by the PSS digital activity. They 

enable users to work and collaborate, including to create, record, communicate 

and manage information. This is supported by Microsoft’s description of these 

products and evidence of how they are offered and consumed, including 

interlinkages with other PSS applications.  

4.63 We have considered that Microsoft offers M365 Copilot Offerings in different ways 

and that they may perform additional functions outside of the PSS digital activity. 

As set out above, this does not alter our provisional view that the M365 Copilot 

Offerings perform the functions described by the digital activity. For the avoidance 

of doubt, this includes however the M365 Copilot Offerings are accessed and 

deployed, including via web browser, through the Microsoft Copilot app (on 

Windows, Mac and mobile devices) and as add-ins for other applications. 

Features and functionalities that support the functioning of PSS applications 

4.64 We have also considered whether the scope of the PSS digital activity includes 

supporting features and functionalities, namely Microsoft Graph API, Work IQ, 

Microsoft 365 Admin Center and Agent 365. We assess whether each feature or 

functionality performs the function of the digital activity, considering how it is 

offered and consumed, including interlinkages with the other PSS applications.  

Microsoft Graph API 

4.65 Microsoft introduced the Microsoft Graph API in 2015 to simplify access to 

Microsoft cloud data.206 Microsoft Graph API is a unified API endpoint that allows 

customers and internal and third-party applications access to data stored in, for 

example, SharePoint or OneDrive. 

4.66 Microsoft Graph API is offered to enable data exchange among and with the 

applications in scope of the PSS digital activity. For example, using certain 

Microsoft Graph APIs (Microsoft 365 Group APIs, managed via Microsoft Graph 

API) enables members of a group in an organisation to access shared resources 

like Outlook conversations and calendars; SharePoint files; and OneNote 

notebooks.207 Likewise, the Microsoft Graph API allows OneDrive items to be 

shared between apps through the creation of links, permissions and invitations.208 

For third-party applications, Microsoft Graph API provides ‘a single, consistent 

access layer’ for interacting with, for example, ‘email, calendars, files, 

communications, and identity services.’209  

 
 
206 Note of meeting with Microsoft on []. 
207 Microsoft, ‘Manage groups in Microsoft Graph’, undated, accessed by the CMA on 6 October 2026. 
208 Microsoft ‘Working with files in Microsoft Graph’, undated, accessed by the CMA on 6 October 2026. 
209 Microsoft’s response dated [] to section 69 notice dated []. 

https://learn.microsoft.com/en-us/graph/api/resources/groups-overview?view=graph-rest-1.0&tabs=http
https://learn.microsoft.com/en-us/graph/api/resources/onedrive?view=graph-rest-1.0
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4.67 Evidence from some customers and resellers indicates that this integration 

between Microsoft PSS applications is important to how organisations use those 

applications,210 which is enabled in part by the Graph API. For example, as noted 

above, in response to the ITC, one customer noted that the seamless movement 

of content, identity and context between Outlook, Teams, SharePoint / OneDrive 

and Office applications substantially reduces friction for users and improves 

collaboration.211 

4.68 We provisionally consider Microsoft Graph API to be in scope of the PSS digital 

activity because it underpins the functionality of applications in scope of the PSS 

digital activity. Accounting for how it is offered and consumed, Microsoft Graph API 

meets the functional description of the PSS digital activity because it enables 

users to work and collaborate using those applications. 

Work IQ 

4.69 Work IQ is a ‘workplace intelligence layer’ that enables AI solutions, such as 

Microsoft 365 Copilot, to access and reason over organisational data, context and 

tools.212  

4.70 Work IQ is offered to enable users to use effectively organisational data through 

Microsoft’s M365 Copilot Offerings. Microsoft recently explained publicly that: 

‘Work IQ takes the data underneath Microsoft 365 and creates the most valuable 

stateful agent for every organization. It delivers powerful reasoning capabilities 

over people, their roles, their artifacts, their communications, and their history and 

memory – all within an organization’s security boundary. Microsoft 365 Copilot’s 

accuracy and latency powered by Work IQ is unmatched, delivering faster and 

more accurate work-grounded results than competition [sic]’.213 

4.71 Consistent with Microsoft’s statement above, in our customer research, one 

customer noted the value of M365 Copilot being able to reason across work 

data.214 Another customer using M365 Copilot and Work IQ told us that deep 

integration with the Microsoft 365 environment is a key capability.215 

 
 
210 A reseller identified integration across productivity amongst other factors as a reason for customers’ choice of 
Microsoft products: [] response dated [] voluntary request for information []; another reseller identified that 
customers value, amongst other things, integrated collaboration and AI capabilities when purchasing PSS: [] response 
dated [] to voluntary request for information []; and the Jigsaw Customer Research found that participants cited 
integration within Microsoft’s PSS as a benefit of its offering, page 38, paragraph 175. 
211 Anonymous 2’s response dated 4 June 2026 to invitation to comment dated 14 May 2026, paragraph 2.1. 
Anonymous_2.pdf 
212 Microsoft, ‘ Work IQ overview’, undated, https://learn.microsoft.com/en-us/microsoft-365/copilot/extensibility/work-
iq/accessed by the CMA on 6 October 2026. 
213 Microsoft, ‘ Microsoft Fiscal Year 2026 Second Quarter Earnings Conference Call’ 28 January 2026, accessed by the 
CMA on 6 October 2026. 
214 Jigsaw Customer Research, 28 September 2026, page 29: ‘The biggest benefit of going for the paid-for Copilot [M365 
Copilot] is obviously the integration with your own data. You can use it to search emails, create emails, search 
SharePoint sites that you've got access to […] upload your documents into it easily, create new documents from it.’ 
215 Note of call with the [] on [] 

https://assets.publishing.service.gov.uk/media/6a3a3fa00bea238415c9a44b/Anonymous_2.pdf
https://learn.microsoft.com/en-us/microsoft-365/copilot/extensibility/work-iq/
https://learn.microsoft.com/en-us/microsoft-365/copilot/extensibility/work-iq/
https://learn.microsoft.com/en-us/microsoft-365/copilot/extensibility/work-iq/
https://www.microsoft.com/en-us/investor/events/fy-2026/earnings-fy-2026-q2
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4.72 Therefore, we provisionally consider Work IQ to be in scope of the PSS digital 

activity because it underpins the functionality of Microsoft’s M365 Copilot 

Offerings. Accounting for how it is offered and consumed, Work IQ meets the 

functional description of the PSS digital activity because it enables to users to 

work and collaborate using those applications. 

Microsoft 365 Admin Center  

4.73 Microsoft 365 Admin Center is the central administrative portal for managing the 

applications in scope of the PSS digital activity (among others).216 Customers that 

purchase a Microsoft 365 or Office 365 subscription receive administrative 

functionalities through the Microsoft 365 Admin Center.217 Organisations use 

Microsoft 365 Admin Center, for example, to manage users, accounts and 

licences; create and manage groups; and manage email domains. Microsoft 365 

Admin Center is used to deploy and install applications across an organisation.218 

A Microsoft internal document notes that a key benefit of Microsoft 365 is the 

[].219  

4.74 Accounting for how it is offered and consumed, we provisionally consider that the 

Microsoft 365 Admin Center is in scope of the PSS digital activity when controlling 

the management and deployment of applications that perform functionalities that fit 

the PSS digital activity. It underpins the functionality of applications in scope of the 

PSS digital activity and meets the functional description of the PSS digital activity 

because it enables to users to work and collaborate using those applications. 

Agent 365 

4.75 In November 2025, Microsoft introduced Agent 365.220 Microsoft describes Agent 

365 as the control plane for AI agents.221 Among its functionalities, Agent 365 is 

offered to manage and deploy agents in an organisation; Microsoft explains 

publicly that Agent 365 provides (among other things) agent management and 

deployment controls, allowing administrators to (un)install, (un)block, publish, 

 
 
216 As an example of out of scope functionality, Microsoft 365 Admin Center includes the Microsoft Edge management 
service, which can be used to configure Microsoft Edge browser settings for the organisation. Because we provisionally 
consider that Edge does not meet the functional description of the PSS digital activity, we do not consider this 
functionality of the Microsoft 365 admin center to be in scope. Microsoft, ‘Get started with configuration policies’, 
undated, accessed by the CMA on 6 October 2026. 
217 “Your Microsoft 365 or Office 365 subscription includes a set of administrator roles that you can assign in the 
Microsoft 365 admin center” Microsoft, ‘About administrator roles in the Microsoft 365 admin center’, undated, accessed 
by the CMA on 6 October 2026. 
218 Microsoft, ‘Install Microsoft 365 apps’, undated, accessed by the CMA on 6 October 2026. 
219 Microsoft’s internal document, [] to section 69 notice dated []. 
220 Microsoft, ‘Microsoft Agent 365: The control plane for AI agents’, 18 November 2025, accessed by the CMA on 6 
October 2026. 
221https://microsoftpartners.microsoft.com/abs/Blog/?title=Introducing Microsoft 365 E7%3A The Frontier SuiteMicrosoft, 
‘Introducing Microsoft 365 E7: The Frontier Suite’, 5 March 2026, accessed 6 October 2026. 

https://learn.microsoft.com/en-us/deployedge/microsoft-edge-management-service
https://learn.microsoft.com/en-us/microsoft-365/admin/add-users/about-admin-roles?view=o365-worldwide
https://learn.microsoft.com/en-us/microsoft-365/admin/setup/install-applications?view=o365-worldwide
https://www.microsoft.com/en-us/copilot/blog/2025/11/18/microsoft-agent-365-the-control-plane-for-ai-agents/
https://microsoftpartners.microsoft.com/abs/Blog/?title=Introducing%20Microsoft%20365%20E7%3A%20The%20Frontier%20Suite
https://microsoftpartners.microsoft.com/abs/Blog/?title=Introducing%20Microsoft%20365%20E7%3A%20The%20Frontier%20Suite
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assign owners to and otherwise manage agents from the Microsoft 365 admin 

centre, including for all users, or selected users or groups.222  

4.76 We have considered whether Agent 365 is in scope of the PSS digital activity 

where it deploys and manages agents that are used for work and collaboration 

tasks, functions that form part of the PSS digital activity. Given its recent 

introduction, and that we have received limited customer evidence on its use to 

date,223 our assessment is focused on how the product is offered by Microsoft, 

including how it interlinks with other PSS applications:   

(a) As noted above and in Microsoft submissions, AI agents can be used for 

productivity tasks.224 Agent 365 can be used for pinning and default 

placement, allowing administrators to pin deployed agents in Microsoft 365 

Copilot for all users, or selected users or groups.225 By pinning agents, it 

‘ensure[s] that those agents are visible and accessible for all members of 

your organization.’226 

(b) Agent 365 is often licensed as an add-on to Microsoft/Office 365 packages 

and, since March 2026, it is also offered with other applications in scope of 

the PSS digital activity in the Microsoft 365 E7 package.227   

(c) Some evidence indicates that Agent 365 is interlinked with other applications 

and features in scope, such as M365 Copilot and Work IQ; Agent 365 

‘unlocks access to Work IQ’ which grants access to organisational ‘data, 

relationships, and context’ and allows AI agents to integrate directly with 

M365 / Office apps.228 As noted above, Agent 365 can be used to determine 

which agents appear on the agent list in Microsoft 365 Copilot. 

4.77 Considering how it is offered and consumed, our provisional view is that Agent 365 

falls within the scope of the digital activity where controlling the management and 

deployment of agents that perform functionalities that fit the PSS digital activity. It 

underpins the functionality of agents in scope of the PSS digital activity and meets 

 
 
222Microsoft, ‘Agent registry in Microsoft 365 admin center – Microsoft 365 admin’ undated, accessed by the CMA on 6 
October 2026. 
223 One customer noted that that it will need to be able to monitor how AI agents operate across its 
digital estate but it does not yet know whether Microsoft tools will be appropriate. Note of call with the [] on []. 
224 Microsoft's submission to the CMA dated []. 
225 Microsoft, ‘Agent registry in Microsoft 365 admin center – Microsoft 365 admin’ undated, accessed by the CMA on 6 
October 2026. 
226 Microsoft, ‘Agent registry in Microsoft 365 admin center – Microsoft 365 admin’ undated, accessed by the CMA on 6 
October 2026. 
227Microsoft, ‘Introducing Microsoft 365 E7: The Frontier Suite’, 5 March 2026, accessed 6 October 2026. 
228 “Agent 365 unlocks access to Work IQ. Agents help accelerate time to value by accessing Work IQ, your 
organization’s unique data, relationships, and context and integrate directly with Microsoft 365 apps.” Microsoft, 
‘Microsoft Agent 365: The control plane for AI agents’, 18 November 2025, accessed by the CMA on 6 October 2026; 
Microsoft, ‘Microsoft Ignite 2025: Copilot and agents built to power the Frontier Firm’https://www.microsoft.com/en-
us/copilot/blog/2025/11/18/microsoft-agent-365-the-control-plane-for-ai-agents/, 18 November 2025, accessed by the 
CMA on 6 October 2026. 

https://aka.ms/ABSIgnite2025
https://learn.microsoft.com/en-us/microsoft-365/admin/manage/agent-registry?view=o365-worldwide
https://learn.microsoft.com/en-us/microsoft-365/admin/manage/agent-registry?view=o365-worldwide
https://learn.microsoft.com/en-us/microsoft-365/admin/manage/agent-registry?view=o365-worldwide
https://microsoftpartners.microsoft.com/abs/Blog/?title=Introducing%20Microsoft%20365%20E7%3A%20The%20Frontier%20Suite
https://aka.ms/ABSIgnite2025
https://www.microsoft.com/en-us/copilot/blog/2025/11/18/microsoft-agent-365-the-control-plane-for-ai-agents/
https://www.microsoft.com/en-us/copilot/blog/2025/11/18/microsoft-ignite-2025-copilot-and-agents-built-to-power-the-frontier-firm/
https://www.microsoft.com/en-us/copilot/blog/2025/11/18/microsoft-agent-365-the-control-plane-for-ai-agents/
https://www.microsoft.com/en-us/copilot/blog/2025/11/18/microsoft-agent-365-the-control-plane-for-ai-agents/
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the functional description of the PSS digital activity because it enables to users to 

work and collaborate using those agents. 

Products not in scope 

Edge 

4.78 Some stakeholders submitted that Microsoft Edge (Edge), should be in scope of 

the PSS digital activity:  

(a) The Browser Choice Alliance submitted that the line between PC browser 

and productivity apps is blurred, with ‘browsers increasingly offering 

productivity features.’229 

(b) Similarly, Vivaldi referred to Microsoft public statements that in today’s digital-

first workplace, the browser has quietly become the ‘new operating system 

for enterprise productivity.’230  

(c) Mozilla stated that ‘50% of employee PC time is spent in a browser’ and 

referred to a Microsoft public webpage that states that ‘[t]he browser is the 

primary gateway to access work resources and AI.’231  

4.79 In assessing whether Edge meets the functional description of the PSS digital 

activity, we have considered how it is offered and consumed, including 

interlinkages with other PSS applications:  

(a) Edge is offered as a browser enabling access to web-based content and 

applications. However, we recognise that Edge increasingly incorporates 

some productivity-related features.232  

(b) We have also considered Microsoft’s business model, which includes Edge in 

a different financial reporting segment to other applications considered in 

scope, namely Search and news advertising within More Personal 

Computing.233 Edge is provided for free rather than licensed under, for 

example, a Microsoft 365 or Office 365 subscription.234 

 
 
229 Browser Choice Alliance's response dated 04 June 2026 to invitation to comment dated 14 May 2026, page 13, 
Browser_Choice_Alliance.pdf. 
230 Vivaldi Technologies ASA's response dated 3 June 2026 to invitation to comment dated 14 May 2026, 
p4, Vivaldi_Technologies_ASA.pdf. 
231 Mozilla's response dated 4 June 2026 to invitation to comment dated 14 May 2026, page 1, Mozilla.pdf. 
232Microsoft Editor, for example, ‘offers suggestions for grammar, spelling, and style’ and PDF reader ‘includes tools to 
read, annotate, and summarize files” Microsoft. ‘ Microsoft Edge Features’, undated, accessed by the CMA on 6 October 
2026 
233 Microsoft, ‘Microsoft 2025 Annual Report’, 15 October 2025, accessed by the CMA  on 6 October 2026. 
234 “Microsoft describes Edge as a web browser it provides free of charge to both business users and end users in the 
Union and that it offers on multiple devices and OS.” European Commission, ‘CASES DMA.100017 Microsoft - online  
social networking services; DMA.100023 Microsoft - number-independent interpersonal communications services;  

 

https://assets.publishing.service.gov.uk/media/6a3a3fa000ff27f06e3efc61/Browser_Choice_Alliance.pdf
https://assets.publishing.service.gov.uk/media/6a3a405fc6e94f095f3efc5c/Vivaldi_Technologies_ASA.pdf
https://assets.publishing.service.gov.uk/media/6a3a405fe590e5e061c9a484/Mozilla.pdf
https://explore.microsoft.com/en-us/edge/features?ep=2363&es=393&cat=productivity&form=MT0160&cs=1641510134
https://www.microsoft.com/investor/reports/ar25/
https://ec.europa.eu/competition/digital_markets_act/cases/202344/DMA_100017_183.pdf
https://ec.europa.eu/competition/digital_markets_act/cases/202344/DMA_100017_183.pdf
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(c) Edge was not typically mentioned by customers as part of their productivity 

software suite in our customer evidence gathering.235 This indicates that 

currently customers do not consider it part of their PSS. 

(d) While Edge interfaces with various Microsoft services and may act as an 

access point for productivity applications,236 we have seen limited evidence 

that such integrations mean that Edge meets the digital activity description.   

4.80 Taking the above evidence in the round, we provisionally consider that Edge 

currently does not meet the function described by the PSS digital activity, 

considering how it is offered and consumed, including interlinkages with other PSS 

apps. Although Edge is an access point for PSS applications, this does not bring it 

within scope itself, and we have not seen sufficient evidence to provisionally find 

that it performs the functionality described in the PSS digital activity.  

4.81 For the avoidance of doubt, as noted above, we provisionally include products, 

features and functionalities in scope of the PSS digital activity however accessed 

and deployed, which includes access points in a browser, such as Edge.  

Visual Studio and GitHub 

4.82 In response to representations, we have considered whether Visual Studio and 

GitHub are in scope of the PSS digital activity.237 Visual Studio is a Microsoft 

integrated development environment (or IDE) used to develop software 

applications.238 GitHub is a code-hosting, software collaboration and DevOps 

platform.239 

4.83 In assessing whether Visual Studio and GitHub are part of the PSS digital activity, 

we have considered that:  

(a) In terms of how these products are offered, Microsoft publicly states that 

these support specialised software development and code-collaboration 

tasks. Visual Studio is an IDE “where you can develop, build, debug, test, 

and deploy your apps, all in one place”.240 Likewise, GitHub is a “developer 

 
 

DMA.100026 Microsoft - operating systems’, 5 September 2023, accessed by the CMA on 6 October 2026, paragraph 
63. 
235 One customer to whom we have spoken mentioned browsers in relation to work, and this was in relation to a 
discussion on security software. Note of call with [] on []. 
236 Microsoft explains publicly that users can work within PSS apps in the browser through web applications, including 
opening these apps as a sidebar within Edge ‘for a seamlessly productive online experience.’ Microsoft, ‘Using Microsoft 
365 Apps in Edge’, 18 June 2024, accessed by the CMA on 6 October 2026. 
237 Google's response dated 4 June 2026 to invitation to comment dated 14 May 2026, paragraph 7(d), page 
2 Google.pdf; Coalition for Fair Software Licensing's response dated 04 June 2026 to invitation to comment dated 14 
May 2026,  paragraphs 7.2 and 33, Coalition_for_Fair_Software_Licensing.pdf; and Anonymous provider of AI 
services' response dated 3 June 2026 to invitation to comment dated 14 May 2026, question 2, paragraph 2.1.2, page 
2, Anonymous_provider_of_AI_services.pdf. 
238 Microsoft, ‘What is Visual Studio?’, undated, accessed by the CMA on 6 October 2026. 
239 Microsoft, ‘Training for GitHub’, undated, accessed by the CMA on 6 October 2026. 
240 Microsoft, ‘What is Visual Studio?’, undated, accessed by the CMA on 6 October 2026. 

https://ec.europa.eu/competition/digital_markets_act/cases/202344/DMA_100017_183.pdf
https://www.microsoft.com/en-us/edge/learning-center/access-microsoft-365-apps?form=MA13I2
https://www.microsoft.com/en-us/edge/learning-center/access-microsoft-365-apps?form=MA13I2
https://assets.publishing.service.gov.uk/media/6a3a3f9f25c5199bda11799c/Google.pdf
https://assets.publishing.service.gov.uk/media/6a3a3f9fc6e94f095f3efc5b/Coalition_for_Fair_Software_Licensing.pdf
https://assets.publishing.service.gov.uk/media/6a3a3fa025c5199bda11799e/Anonymous_provider_of_AI_services.pdf
https://learn.microsoft.com/en-us/visualstudio/get-started/visual-studio-ide?view=visualstudio
https://learn.microsoft.com/en-gb/training/github/
https://learn.microsoft.com/en-us/visualstudio/get-started/visual-studio-ide?view=visualstudio
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platform to build, scale, and deliver secure software.”241 Microsoft’s business 

model treats these differently to other applications considered in scope, 

including these tools in a different financial reporting segment, namely 

Intelligent Cloud.242 We note that this position is converging,243 and that 

Visual Studio subscriptions can include a Microsoft 365 or Office 365 

subscription, but not vice versa.  

(b) One customer indicated that it considered GitHub to be an important 

productivity tool.244 One ITC respondent also submitted that GitHub and 

Visual Studio provide the functions described by the PSS digital activity.245 

4.84 Although these products integrate with various Microsoft services, we have seen 

limited evidence that those integrations mean that users are not consuming these 

products as software development tools.  

4.85 Our provisional view is that Visual Studio and GitHub are offered and consumed to 

support software development and code-collaboration tasks. This differentiates 

them from the broad range of work and collaboration workflows across sectors and 

job roles for which Microsoft’s PSS applications are offered and consumed. Taking 

this evidence together, we provisionally consider that Visual Studio and GitHub 

currently do not meet the functional description of the PSS digital activity.  

Dynamics 365  

4.86 In response to submissions, we have considered whether Dynamics 365 customer 

relationship management (CRM) and enterprise resource planning (ERP) software 

is in scope of the PSS digital activity. Dynamics 365 is a family of Microsoft 

business software applications, which includes CRM and ERP software.246  

4.87 In assessing whether these products meet the PSS digital activity description, we 

have considered the following:  

(a) In terms of how Dynamics 365 is offered, there has historically been an 

organisational separation in Microsoft’s internal reporting between ‘business’ 

applications, such as Dynamics 365, and ‘productivity’ applications.247 We 

also note that Dynamics 365 is typically subject to separate licensing 

 
 
241 Microsoft, ‘Training for GitHub’, undated, accessed by the CMA on 6 October 2026. 
242 Microsoft, ‘Microsoft 2025 Annual Report’, 15 October 2025, accessed by the CMA on 6 October 2026. 
243 From Financial Year 2027, Microsoft’s new Agents and Infra financial reporting segment will combine GitHub and 
Microsoft 365. Microsoft, ‘FY27 Segments and Investor Metrics’, September 2026, accessed by the CMA on 6 October 
2026, slide 5. 
244 Note of call with [] on []. 
245 Coalition for Fair Software Licensing's response dated 04 June 2026 to invitation to comment dated 14 May 
2026, paragraph 33, Coalition_for_Fair_Software_Licensing.pdf.  
246 Microsoft, ‘What is Dynamics 365 and What Does It Do’, undated, accessed by the CMA on 5 October 2026. 
247 Microsoft, ‘Microsoft 2025 Annual Report’, 15 October 2025, accessed by the CMA on 6 October 2026. 

https://learn.microsoft.com/en-gb/training/github/
https://www.microsoft.com/investor/reports/ar25/
https://view.officeapps.live.com/op/view.aspx?src=https://cdn-dynmedia-1.microsoft.com/is/content/microsoftcorp/FY27ExternalKPIs.pptx
https://assets.publishing.service.gov.uk/media/6a3a3f9fc6e94f095f3efc5b/Coalition_for_Fair_Software_Licensing.pdf
https://www.microsoft.com/en-us/dynamics-365/what-is-dynamics-365
https://www.microsoft.com/investor/reports/ar25/
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arrangements to other applications in the PSS digital activity.248 However, 

that position is converging with both now part of the ‘Productivity and 

Business Processes’ reporting segment, and set to be part of Microsoft’s 

‘Agents and Infra’ segment from the 2027 financial year.249  

(b) In response to the ITC, one stakeholder referred to Dynamics 365 as part of 

Microsoft’s Business Software Ecosystem but did not state whether it 

considered Dynamics 365 to be part of the PSS digital activity.250 In response 

to an information request, one PSS provider submitted that Dynamics 365 is 

outside the Productivity Software Suite definition, but ‘in practice [it is] treated 

by Microsoft as part of its broader productivity software offering’.251 

(c) Some Microsoft internal documents indicate business applications like 

Dynamics 365 typically perform a different function to productivity. One 

internal document explains that: ‘[u]nlike most other software categories, 

business applications require software to have a deep understanding of a 

customer’s business operations and objectives.’252 However, there is also 

some evidence of increasing convergence, for example, another Microsoft 

internal document indicates that the distinction between productivity and 

business applications is blurring.253  

4.88 While Dynamics 365 increasingly interoperates with Microsoft productivity 

applications and shares common infrastructure, we have not seen sufficient 

evidence that users use Dynamics 365 CRP and ERP as a productivity software 

application rather than as software designed to manage specific business 

functions.  

4.89 In light of the above, while there is some evidence of convergence, we 

provisionally consider that Dynamics 365 CRM and ERP software currently do not 

meet the function described by the PSS digital activity, considering how they are 

offered and consumed.  

Security Software 

4.90 In the IN, we described the Security Software digital activity as software that 

secures operating systems, as well as the applications and data running on those 

 
 
248 We note that Power Apps, Power Automate and Power BI can be licensed under either Office / Microsoft 365 or 
Dynamics 365, and we provisionally consider these in scope of the PSS digital activity, as discussed above. Microsoft, 
‘Dynamics 365 Licensing Guidance’, undated, accessed by the CMA on 5 October 2026. 
249 Microsoft, ‘FY27 Segments and Investor Metrics’, September 2026, accessed by the CMA on 6 October 2026, slide 7. 
250 Third Stage Consulting Group's response dated 20 May 2026 to invitation to comment dated 14 May 2026, 
Third_Stage_Consulting_Group.pdf. 
251“[] recognises that the CMA’s definition of Productivity Software under Digital Activities does not include Microsoft 
products such as Power BI and Dynamics 365. However, in practice they are treated by Microsoft as part of its broader 
productivity software offering.” [] response dated [] to section 69 notice dated []. 
252 Microsoft’s internal document, [] to section 69 notice dated []. 
253 Microsoft’s internal document, [] to section 69 notice dated [], []. 

https://www.microsoft.com/licensing/guidance/Dynamics-365
https://view.officeapps.live.com/op/view.aspx?src=https://cdn-dynmedia-1.microsoft.com/is/content/microsoftcorp/FY27ExternalKPIs.pptx
https://assets.publishing.service.gov.uk/media/6a3a405fe590e5e061c9a483/Third_Stage_Consulting_Group.pdf


 Official   

 

57 

systems, through mechanisms including authentication and authorisation of 

access for individuals and devices, enforcement of endpoint management policies 

and detection and prevention of threats (Security Software). We indicated the 

products, features and functionalities we considered at that stage were likely to be 

in scope of the digital activity.254 

Submissions on our description and scope of Security Software 

4.91 Microsoft has described security software as serving the function set out in our IN, 

as software ‘designed to protect operating systems, applications, and data’;255 and 

the Security Software function as ‘protecting identities, devices, data and networks 

from unauthorised access or attack.256 This spans identity and access 

management (Entra ID, Active Directory), device management (Intune), and 

endpoint and threat protection (Defender)’.257 

4.92 Several stakeholders expressed support for our proposed description and scope of 

the digital activity, describing security software as serving the function set out in 

our IN.258  

4.93 Some stakeholders indicated that the scope of the Security Software digital activity 

should be wider.  

(a) Some resellers said that additional functionalities should be considered in 

scope of the digital activity. For example, one reseller listed regulatory 

compliance, vendor consolidation and operational security among the needs 

to be addressed by security software.259 Another listed regulatory and cyber-

insurance requirements, consolidation of tooling and clear visibility and 

response, often via managed detection and response as main needs that 

customers seek to address through security software.260 

(b) Google noted that the full breadth of Microsoft's security bundling, including 

Purview and Sentinel 261 should be in scope because they are subject to 

 
 
254 Investigation Notice, paragraph 8(e). “Based on Microsoft’s current business model, the CMA considers that the 
following products, referred to by their current brand names are likely to be in scope: Security Software: Entra and Active 
Directory-related software and services, Intune and Defender. 
255 Microsoft’s response dated [] to section 69 notice []. 
256 Microsoft's submission to the CMA dated []. 
257 Microsoft's submission to the CMA dated []. 
258 For example, Third Stage Consulting Group’s response dated 19 May 2026 to invitation to comment dated 14 May 
2026, question 1, page 2. Third_Stage_Consulting_Group.pdf’; Vivaldi’s response dated 3 June 2026 to invitation to 
comment dated 14 May 2026, page 6. Vivaldi_Technologies_ASA.pdf; JISC’s response dated 4 June 2026 to invitation 
to comment dated 14 May 2026, page 6; 8; 9 and 10. Jisc.pdf; Google’s response dated 4 June 2026 to invitation to 
comment dated 14 May 2026, question 1, paragraph 7b, page 2. Google.pdf. 
259 [] response dated [] to voluntary request for information dated []. 
260 [] response dated [] to voluntary request for information dated []. 
261 Sentinel is a “cloud-native Security Information and Event Management (SIEM) and Security Orchestration, 
Automation and Response (SOAR) platform.” It aggregates and correlates security signals from an organisation’s IT 
environment (eg M365, Entra ID, Defender as well as third-party security vendors and multi-cloud infrastructure) to 
support security teams in investigating and responding to cyber threats. Microsoft, ‘What is Microsoft Sentinel’, undated, 

 

https://assets.publishing.service.gov.uk/media/6a044eeecd2e0e8b5b20b518/Investigation_Notice.pdf
https://assets.publishing.service.gov.uk/media/6a3a405fe590e5e061c9a483/Third_Stage_Consulting_Group.pdf
https://assets.publishing.service.gov.uk/media/6a3a405fc6e94f095f3efc5c/Vivaldi_Technologies_ASA.pdf
https://assets.publishing.service.gov.uk/media/6a3a3f9fc6e94f095f3efc5a/Jisc.pdf
https://assets.publishing.service.gov.uk/media/6a3a3f9f25c5199bda11799c/Google.pdf
https://learn.microsoft.com/en-us/azure/sentinel/sentinel-overview
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Microsoft’s broader commercial bundling strategy and self-preferential cross-

subsidisation practices, creating financial barriers for the adoption of 

alternative security products.262 

Our assessment 

4.94 We have considered the submissions and evidence to date, including those 

supporting a broader scope of the digital activity or for the inclusion of additional 

products. For the reasons set out below, our provisional view is that the 

description of the Security Software digital activity set out in the IN remains 

appropriate; and that Security Software meets the statutory definition of a digital 

activity, as it entails the provision of one or more pieces of digital content within the 

meaning of section 3(1)(b) of the Act.   

4.95 We propose to list the following existing Microsoft products as within the scope of 

the Security Software digital activity: 

(a) Entra and Active Directory: Entra (cloud-based) and Active Directory (on-

premises) which serve to facilitate secure sign in and access of resources 

(this includes managing user identities, single sign-on, multi-factor 

authentication and conditional access); 

(b) Intune: which secures and manages organisations’ devices and apps; it also 

enrols, configures, secures, and updates devices, deploys and protects apps, 

and controls which users and devices can access organisation resources; 

(c) Defender: which protects devices (endpoints), identities, cloud workloads, 

email, and other applications from threats, offering extended detection and 

response capabilities; 

(d) Certain functionality of Purview as set out below; and 

(e) Certain functionalities of Agent 365 and Security Copilot as set out below.  

4.96 We provisionally consider these products to be in scope however accessed (for 

example, via a web browser, desktop application or mobile application) and 

deployed (on-premises, cloud, or a hybrid environment). This is because Security 

Software performs the same function for a customer irrespective of their 

underlying architecture and deployment environments. 

 
 

accessed by the CMA on 29 September 2026; Microsoft, ‘Microsoft Sentinel – Cloud native SIEM for SOCs’, undated, 
accessed by the CMA on 29 September 2026. 
262 Google’s response dated 4 June 2026 to invitation to comment dated 14 May 2026, question 1, paragraph 7b, page 2, 
Google.pdf. 

https://www.microsoft.com/en-us/security/business/siem-and-xdr/microsoft-sentinel-siem
https://assets.publishing.service.gov.uk/media/6a3a3f9f25c5199bda11799c/Google.pdf
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Description and scope of the Security Software digital activity  

4.97 We recognise that Microsoft offers a range of security products. In identifying the 

Security Software digital activity, its description and the products, features and 

functionalities within scope, we have considered the function performed and 

evidence on how these products are offered and consumed, including 

interlinkages among them.  

4.98 Businesses use security software to protect their operating systems, and the 

applications and data running on those systems. This is achieved through the use 

of a range of complementary functions that business customers use to protect 

their IT environments and is reflected in the adoption of Zero Trust security 

frameworks.263 

4.99 Under the Zero Trust security framework, access is not implicitly granted simply 

because a user, device or workload is within an organisation’s network. Instead, 

security decisions are informed continuously by real-time signals relating to 

identity, device status and possible threats.264 Integration and interoperability 

between security functions are increasingly important as risk signals identified in 

one area of the security environment may need to inform controls elsewhere.265  

4.100 Microsoft provides these signals mainly through Active Directory and its Entra, 

Intune and Defender suites with some relevant data protection functionality also 

provided through Purview. Entra and Active Directory provide identity and access 

management,266 Intune endpoint management and security,267 Defender threat 

protection,268 and Purview threat signals relating to data security.269 The suite 

model allows Microsoft to combine capabilities that address different but 

interrelated layers of an organisation's security environment. Each suite is 

provided in several tiers with increased functionality the higher the tier.270  

4.101 Although these functions are provided through separate products, they 

increasingly operate as interconnected components of a broader security 

architecture rather than as standalone solutions, where they exchange real-time 

security signals and operate as a foundational security layer in Microsoft’s wider 

security offering. This is reflected in customers buying a range of security products 

 
 
263 National Cyber Security Centre, ‘Introduction to Zero Trust’, undated, accessed by the CMA on 5 October 2026; In 
addition, a reseller referred to Zero Trust. [] response dated [] to voluntary request for information dated []. 
264 Microsoft considered the functionality of security software as ‘protecting identities, devices, data and networks from 
unauthorised access or attack. This spans identity and access management (Entra ID, AD), device management 
(Intune), and endpoint and threat protection (Defender), Microsoft's submission to the CMA dated []. 
265 Microsoft describes that a comprehensive Zero Trust architecture requires security across identities, endpoints, 
networks, applications, data and infrastructure to be connected through unified policies and integrated threat protection. 
Microsoft, ‘Zero Trust Security and Strategy | Microsoft Security’, undated, accessed by the CMA on 31 August 2026. 
266Microsoft, ‘Microsoft Entra: Identity and Network Access Solutions’, accessed by the CMA on 30 September 2026. 
267Microsoft, ‘Microsoft Intune Core Features’, undated, accessed by the CMA on 30 September 2026. 
268Microsoft, ’Microsoft Defender—Cybersecurity Solutions’, undated, accessed by the CMA on 30 September 2026. 
269Microsoft, ‘Microsoft Purview: Data Security and Governance’, undated, accessed by the CMA on 30 September 2026. 
270Microsoft, ’Enterprise Security Suites’, undated, accessed by the CMA on 30 September 2026. 

https://www.ncsc.gov.uk/collection/zero-trust/introduction
https://www.microsoft.com/en-us/security/business/zero-trust
https://www.microsoft.com/en-gb/security/business/microsoft-entra
https://www.microsoft.com/en-gb/security/business/endpoint-management/microsoft-intune
https://www.microsoft.com/en-gb/security/business/microsoft-defender
https://www.microsoft.com/en-gb/security/business/microsoft-purview
https://www.microsoft.com/en-us/security/pricing/enterprise/security-suites
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to fulfil their business security needs.271 Our customer research noted that 

participants value having one place to set security policies centrally, enforce 

controls (such as conditional access), and respond to incidents.272  

4.102 Microsoft describes purchasing individual solutions and building such an 

architecture independently as a substantial undertaking, and therefore positions its 

security portfolio around built-in integrations, unified policies, controls and 

automation. 273 Microsoft has similarly noted that consolidating security capabilities 

can reduce management complexity, attack surface,274 licensing costs and support 

costs.275  

4.103 In view of the above, our assessment of the digital activity and the products within 

scope has focused on the security functionality identified in the IN, namely 

software that secures operating systems, as well as the applications and data 

running on those systems, through mechanisms including authentication and 

authorisation of access for individuals and devices, enforcement of endpoint 

management policies and detection and prevention of threats, identity and access 

management, device management and threat detection and prevention. We have 

also considered emerging products and functionalities where they perform or 

underpin those functionalities. 

Products in scope 

Entra, Active Directory, Intune and Defender 

4.104 We have considered Entra, Active Directory, Intune and Defender together 

because they provide the core complementary security functionality described 

above.276 

 
 
271 For example, Note of call with [] on []; Note of call with [] on []; Note of call with [] on []. 
272 Jigsaw Customer Research, 28 September 2026, page 28, paragraph 121.  
273 Microsoft, ‘The Microsoft Entra Suite and unified security operations platform are now generally available | Microsoft 
Security Blog’, 24 July 2024, accessed by the CMA on 22 September 2026. 
274 Attackers constantly scan organisations' IT systems (the hardware, software, services and cloud assets), looking for 
weaknesses they can use to gain access, or to steal data. The sum of potential access points is known as the ‘attack 
surface’ National Cyber Security Centre, ‘Disruptive cyber attacks – reducing their impact, reducing the risk’, undated, 
accessed by the CMA on 5 October 2026. 
275 Microsoft, ‘The Microsoft Entra Suite and unified security operations platform are now generally available | Microsoft 
Security Blog’, 24 July 2024, accessed by the CMA on 22 September 2026. 
276 Active Directory Domain Services was developed as the directory and identity infrastructure for organisations' on-
premises Windows environments, providing functionality including the management of users, computers and groups, 
user authentication, access control and the application of security policies. As organisations' IT environments have 
evolved from predominantly on-premises Windows environments towards cloud and hybrid environments, Microsoft's 
IAM functionality has similarly developed. Microsoft introduced Azure Active Directory, now Microsoft Entra ID, to provide 
cloud-based identity and access management across cloud and on-premises applications and resources, with 
functionality extending beyond the traditional on-premises directory model. While Active Directory and Entra perform 
overlapping IAM functions, they reflect different stages and environments in the development of Microsoft's IAM offering: 
Active Directory provides traditional on-premises directory and authentication functionality as part of Windows Server, 
whereas Entra provides cloud-based IAM functionality and is offered as a distinct Microsoft service, including as part of 
Microsoft 365 suites. 

https://www.microsoft.com/en-us/security/blog/2024/07/11/simplified-zero-trust-security-with-the-microsoft-entra-suite-and-unified-security-operations-platform-now-generally-available/?msockid=1013abcb1f9568e516ddbd101e4169d0&utm_source=chatgpt.com
https://www.microsoft.com/en-us/security/blog/2024/07/11/simplified-zero-trust-security-with-the-microsoft-entra-suite-and-unified-security-operations-platform-now-generally-available/?msockid=1013abcb1f9568e516ddbd101e4169d0&utm_source=chatgpt.com
https://www.ncsc.gov.uk/collection/disruptive-cyber-attacks/reducing/2-reducing-exposure-attack
https://www.microsoft.com/en-us/security/blog/2024/07/11/simplified-zero-trust-security-with-the-microsoft-entra-suite-and-unified-security-operations-platform-now-generally-available/?msockid=1013abcb1f9568e516ddbd101e4169d0&utm_source=chatgpt.com
https://www.microsoft.com/en-us/security/blog/2024/07/11/simplified-zero-trust-security-with-the-microsoft-entra-suite-and-unified-security-operations-platform-now-generally-available/?msockid=1013abcb1f9568e516ddbd101e4169d0&utm_source=chatgpt.com
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4.105 Microsoft offers Entra, Intune and Defender together as part of broader Microsoft 

security and productivity bundles and on a standalone basis. 

(a) Microsoft submitted that its security software products can be purchased as 

part of a suite or on a standalone basis.277 It said that suites are standard in 

the software industry, and lower price and complexity for companies.278 

Microsoft 365 suites E3-E7 include Defender, Intune and Entra suites.279  

(b) Entra, Intune and Defender suites can also each be purchased as add-

ons.280 Similarly, some security software products within the Entra, Intune 

and Defender suites can be purchased on a standalone basis outside of its 

respective suite. For example, Microsoft Defender for Cloud can be 

purchased on its own, or on a pay-as-you-go basis (but a Microsoft Azure 

subscription is required).281  

(c) Reflecting the historical development of Microsoft's IAM functionality and its 

inclusion with Windows Server, Active Directory is not offered as part of the 

Microsoft 365 bundles or as a stand-alone product but included with 

Windows Server.282 Notwithstanding that it is commercially packaged as part 

of Windows Server, its core functionality is to provide identity and access 

management in on-premises and hybrid environments and it can operate 

alongside Entra, Intune and Defender.  

4.106 Although Microsoft offers different commercial routes to acquire these products, as 

part of suites or on a standalone basis, customers value their integration and they 

are technically configured as a connected security offering.  

4.107 Evidence we have seen to date indicates that customers use Entra, Active 

Directory, Intune and Defender to satisfy their security needs. In particular, our 

customer research provides evidence that customers value an integrated security 

offering comprising a range of complementary security capabilities, including 

identity and access management, device management and threat detection. 283  

 
 
277 Microsoft's submission to the CMA dated []. 
278 Note of meeting with Microsoft on []. 
279 We note that the functionality provided within each of these products varies depending on suite. Microsoft, ‘Microsoft 
365 Security Enterprise Plans’, undated, accessed by the CMA on 5 October 2026; Microsoft, ‘Microsoft 365 Enterprise: 
Compare Plans and Pricing’, undated, accessed by the CMA on 5 October 2026 
280Microsoft's submission to the CMA dated []. 
281Microsoft, ’Enterprise Security Products’, undated, accessed by the CMA on 29 September 2026. 
282 See above on historical development of Active Directory. Microsoft confirmed that Active Directory is a feature of 
Windows Server and is not available for purchase separately from Windows Server. Email from Microsoft to the CMA 
dated []. 
283 Jigsaw Customer Research, 28 September 2026, page 28, paragraph 121.  

https://www.microsoft.com/en-us/security/pricing/enterprise-plans
https://www.microsoft.com/en-us/security/pricing/enterprise-plans
https://www.microsoft.com/en-us/microsoft-365/enterprise/microsoft-365-plans-and-pricing?msockid=3683892f712d6f141c599e7d70d76eef
https://www.microsoft.com/en-us/microsoft-365/enterprise/microsoft-365-plans-and-pricing?msockid=3683892f712d6f141c599e7d70d76eef
https://www.microsoft.com/en-gb/security/pricing/enterprise/featured-security-products
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4.108 Our customer research also indicates that customers may need the functionality 

provided by the higher-tier suites, and/or third-party tools to meet their security 

requirements in full. 284  

4.109 This is consistent with third party evidence we have seen. For instance, Oracle 

said that it made sense that the integration and interoperability of Microsoft’s 

Security Software products with each other was a significant consideration for 

customers.285 

4.110 Overall, the customer evidence supports the functional description of Security 

Software as encompassing these complementary capabilities and indicates that 

customers value their integration. 

4.111 Entra, Active Directory, Intune and Defender are also technically interlinked in a 

way that reinforces their combined security functionality.  

(a) Microsoft submitted that Entra, Intune, Defender shared signals and 

enforcement mechanisms.286 When used together, they create a complete 

offering in which identity information, device state, and security telemetry are 

continuously exchanged and acted upon. This design reduces fragmentation 

between traditionally separate security domains and enables a coordinated 

response to risks that span users, devices, and applications.287  As an 

example, Microsoft noted that, ‘Defender can detect a compromised device 

and share that risk signal with Intune, which can automatically mark the 

device as noncompliant and trigger access restrictions through Entra ID 

Conditional Access policies.’288  

(b) Microsoft submitted that organisational customers may perceive technical 

benefits from using its security software products together because they ‘can 

enable real-time, cross product enforcement of security policies’.289 

(c) Competitor evidence supports this technical interlinkage. A competitor noted 

that ‘where a customer uses several interdependent Microsoft products - for 

example Entra ID underpinning Microsoft 365, with Intune and Defender tied 

in through conditional access - the products reinforce one another and 

cannot be cleanly separated’.290 

(d) Stakeholder evidence also highlights technical interlinkages between security 

and identity products within hybrid environments.  

 
 
284 Jigsaw Customer Research, 28 September 2026, page 30, paragraph 140.  
285 Oracle’s response dated [] to section 69 notice []. 
286 Microsoft’s response dated [] to section 69 notice []. 
287 Microsoft’s response dated [] to section 69 notice []. 
288 Microsoft’s response dated [] to section 69 notice []. 
289 Microsoft’s response dated [] to section 69 notice []. 
290 [] response dated [] to section 69 notice dated []. 
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(i) One noted that ‘Windows devices can be joined to, managed through, 

or authenticated against AD and/or Entra ID, including through Group 

Policy, Intune and Autopilot provisioning’.291  

(ii) Another noted that Active Directory uses Entra Connect as a 

‘streamlined, proprietary solution for synchronising with Entra ID. Entra 

ID is a must-have product by virtue of being technically tied to O/M365 

as the mandatory IAM layer and being the only IAM solution that 

interoperates seamlessly with Active Directory’.292  

(iii) Another highlighted that ‘Microsoft Defender for Identity primarily 

monitors on-premises Active Directory for suspicious activity. 

Microsoft's structural advantage is the native relationship between 

Defender for Identity and its own identity directory services’.293  

4.112 These products' functionality is accessed through their respective admin centres or 

portals. We provisionally consider that the functionality of admin centres or portals, 

through which customers access, configure and manage those products, is within 

the scope of the Security Software Digital activity. 

4.113 Taken together, the evidence we have seen to date supports our provisional view 

that Entra, Active Directory, Intune and Defender product offerings each perform 

the functions described by the Security Software digital activity, namely they 

secure operating systems, as well as the applications and data running on those 

systems. Each fits the functional description of the Security Software digital activity 

and are in scope however accessed and deployed.294 

Purview  

4.114 Purview was not listed in the IN as a product in scope of the Security Software DA. 

Purview provides data security capabilities through data loss prevention (DLP), 

data security investigations, information barriers, information protection, privileged 

access management and Insider risk management.295 In addition, it provides data 

governance and data compliance functionality.296 

4.115 Submissions received during our investigation indicated that Purview should be 

considered in scope.  

 
 
291 [] response dated [] to section 69 notice dated []. 
292 [] response dated [] to section 69 notice dated []. 
293 [] response dated [] to section 69 notice dated []. 
294 For the avoidance of doubt this includes access via the admin centres for each of the products in scope. 
295 Microsoft, ‘Learn about Microsoft Purview’, accessed by the CMA on 22 September 2026. 
296 Microsoft, ‘Learn about Microsoft Purview’, accessed by the CMA on 22 September 2026. 

https://learn.microsoft.com/en-us/purview/purview
https://learn.microsoft.com/en-us/purview/purview
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(a) Customer evidence indicates that as businesses begin to use AI, data 

security is playing an increasingly important role. 297 

(b) Google said that the full breadth of Microsoft's security bundling, including 

Purview  should be in scope.298 

4.116 We have therefore assessed whether Purview should be included as part of 

Microsoft’s Security Software digital activity. We have considered the function it 

performs, how Microsoft offers this product, how customers use it and its technical 

links with Entra, Active Directory, Intune and Defender. 

4.117 Purview’s data security offering protects data running on operating systems and 

applications. Its capabilities also include broader data governance and compliance 

functionality including audit, communication compliance, eDiscovery, records 

management. 

4.118 We have considered the following evidence as part of our assessment:  

(a) Certain of Purview’s functionalities fit the description of the Security Software 

digital activity as they secure data running on operating systems and 

applications, namely DLP, data security investigation, information barriers, 

information protection, insider risk management and privileged access 

management.299 Purview also has other capabilities such as data compliance 

and data governance which perform different functionalities (for example 

managing and organising of information for compliance purposes). It is 

captured in some of Microsoft’s internal documents under compliance rather 

than security.300 

(b) Microsoft positions elements of Purview to support a Zero Trust 

implementation for data301 and positions it as one of the products of its 

comprehensive security offering.302 Microsoft webpages further position 

Purview as part of Microsoft’s security portfolio,303 alongside Entra, Defender, 

Intune and Sentinel.  

 
 
297 One customer said that it was focused on getting an AI based data loss prevention tool in place to block personally 
identifiable information from being added to AI interfaces and was currently using Purview; Note of call with [] on [] 
Another customer said it uses a small number of Purview licenses for data management and AI-related integrations; 
Note of call with [] on [] Another customer told us that the pace of its rollout of Purview has been determined by the 
need to safely scale the use of Copilot. Note of call with [] on []. 
298 Google noted that this should be the case because they are subject to Microsoft’s broader commercial bundling 
strategy and self-preferential cross-subsidisation practices, creating financial barriers for the adoption of alternative 
security products.  Google’s response to invitation to comment dated 14 May 2026, question 1, paragraph 7b, page 2. 
Google.pdf. 
299Microsoft, ’Understanding Data Security, Compliance, and Governance in Microsoft Purview’ ,undated, accessed by 
the CMA on 05 October 2026. 
300 Microsoft’s internal document, [] to section 69 notice dated []. 
301Microsoft, ‘Secure data with Zero Trust’, undated, accessed by the CMA on 22 September 2026. 
302 Microsoft, ‘Cloud Security Solutions’, undated, accessed by the CMA on 24 September 2026. [] Microsoft’s 
response to section 69 notice dated []; Microsoft’s response dated [] to section 69 notice dated []. 
303Microsoft, ‘Explore All Microsoft Security Products’, undated, accessed by the CMA on 22 September 2026. 

https://assets.publishing.service.gov.uk/media/6a3a3f9f25c5199bda11799c/Google.pdf
https://learn.microsoft.com/en-us/purview/developer/data-security-concepts
https://learn.microsoft.com/en-us/security/zero-trust/deploy/data
https://www.microsoft.com/en-gb/security?ef_id=_k_6a7f5ab33a2215b3e697300607428c50_k_&OCID=AIDcmmz9pr08xn_SEM__k_6a7f5ab33a2215b3e697300607428c50_k_&msclkid=6a7f5ab33a2215b3e697300607428c50
https://www.microsoft.com/en-us/security/view-all-products?msockid=0bd183c0822964d602a094ab8383657a&sortBy=newest-oldest
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(c) Purview is included in Microsoft’s M365 E5 and E7 offering and also 

available as an add-on to enhance Microsoft 365 E3 and Business Premium 

plans with additional capabilities for security, compliance, and identity and 

endpoint management.304  

(d) Customer evidence indicating increased importance of data security in light 

of AI adoption. Purview was mentioned by some customers in our customer 

research as a requirement for ‘good enough’ security.305 

(e) Technical interlinkages of Purview with Entra, Intune and Defender reinforce 

their combined security functionality. For example, Purview’s Information 

Protection features rely on Entra ID for identity and group membership to 

identify who is allowed access to protected resources. Entra’s Conditional 

Access policies can for example utilise sensitivity labels to determine what 

additional access conditions should apply to protected resources. Defender 

and Intune integrations can be used for example to enforce endpoint data 

loss prevention controls on managed devices.306 

4.119 Taking the evidence together, our provisional view is that Purview’s functionality 

falls within the Security Software digital activity where it protects data running on 

operating systems and applications. This includes DLP, data security 

investigations, information barriers, information protection, privileged access 

management and insider risk management as these functionalities secure data 

running on operating systems and applications. We consider these functionalities 

to be in scope however accessed and deployed.307  

4.120 We provisionally consider Microsoft Purview’s broader data governance and 

compliance functionalities do not fall within the scope of the Security Software 

digital activity where their function is to govern, organise or manage information for 

purposes other than securing operating systems, applications or the data running 

on them.  

Microsoft’s AI related offerings relevant for Security Software digital activity  

4.121 We also considered the extent to which Microsoft’s AI related offering should be 

included within the scope of our digital activity.308  

4.122 AI continues to evolve security software both in terms of products required to 

secure AI as well as AI capability to perform security functionality. We have 

 
 
304 Purview is available as an add-on requiring Microsoft 365 E3; or Office 365 E3 and Enterprise Mobility + Security E3. 
Microsoft, ‘Microsoft Purview Pricing’, undated, accessed by the CMA on 22 September 2026. 
305 Jigsaw Customer Research, 28 September 2026, page 30, paragraph 140. 
306 Microsoft, ‘Microsoft Entra Conditional Access: Zero Trust Policy Engine - Microsoft Entra ID’, undated, accessed by 
the CMA on 22 September 2026. 
307 For the avoidance of doubt, we also consider the corresponding Purview admin centre in scope of our digital activity. 
See above for position on admin centres under ‘Entra, Active Directory, Intune and Defender’ heading.  
308 Investigation Notice, paragraph 9. 

https://www.microsoft.com/en-us/security/microsoft-purview-pricing#tab-pill-bar-o4g6dxgt3_tab1
https://learn.microsoft.com/en-us/entra/identity/conditional-access/overview
https://assets.publishing.service.gov.uk/media/6a044eeecd2e0e8b5b20b518/Investigation_Notice.pdf
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assessed whether Security Copilot and Agent 365 fit the functional description of 

the Security Software digital activity.  

4.123 Our provisional view is that the evidence supports inclusion of some of their 

functionality. Given that these products were recently introduced and AI is a fast-

evolving area,309 we will continue to keep these products under review as their use 

and functionality develops. 

Security Copilot  

4.124 Microsoft Security Copilot, launched in April 2024, is a generative AI assistant that 

can be integrated with Microsoft security products to support security 

analysts.310,311 Microsoft describes it as enhancing existing security functionality by 

acting as an AI-driven orchestration and analysis layer across the security stack, 

rather than replacing underlying tools’.312 In March 2025, Microsoft introduced 

Security Copilot Agents, a set of ’purpose-built’ AI agents313 embedded in Entra, 

Intune, Defender, and Purview that are orchestrated through Security Copilot to 

automate repetitive tasks and reduce manual workloads.314 

4.125 We have considered interlinkages between Security Copilot and Entra, Active 

Directory, Intune, Defender and Purview, how Microsoft offers Security Copilot and 

how customers use it.  

4.126 Security Copilot is closely interlinked with the underlying security products. It 

‘aggregates signals and data from systems such as Microsoft Defender, Sentinel, 

Entra, and other integrated solutions (including third-party security software), 

correlates them using large-scale threat intelligence, and provides contextual 

insights, incident summaries, and recommended actions through a natural 

language interface’.315 Microsoft Security Copilot Agents are also embedded within 

Microsoft’s security products such as Entra, Intune, Defender and Purview.316 

Such AI Agents automate repetitive tasks and reduce manual workloads, 

improving operational efficiency for security teams.317 

 
 
309 Microsoft's submission to the CMA dated [] noted AI as a fast-evolving area.  
310 Microsoft's AI investment priorities within the security layer are [] Microsoft’s response dated [] to section 69 
notice []. Microsoft’s response dated [] to section 69 notice []. 
311 What is Microsoft Security Copilot? | Microsoft Learn, accessed on 25 September 2026; Microsoft’s response [] to 
section 69 notice []. For use cases see also Security Copilot use cases for security and IT roles | Microsoft Learn, 
accessed on 25 September 2026 
312 Microsoft’s response dated [] to section 69 notice dated []. 
313 Microsoft describes AI agents as dynamic, goal-oriented systems that can reason, plan and act on behalf of users. 
Microsoft, ‘Introduction to AI Agents’, undated, accessed on 24 September 2026. 
314 See list. Microsoft, ‘Microsoft Security Copilot’ undated, accessed by the CMA on 31 August 2026; Microsoft 
‘Microsoft Security Copilot agents overview’, undated, accessed by the CMA on 31 August 2026. 
315 Microsoft’s response dated [] to section 69 notice []. 
316See list. Microsoft, ‘Microsoft Security Copilot’, undated, accessed by the CMA on 22 September 2026. 
317Microsoft, ‘Microsoft Security Copilot agents overview’, undated, accessed by the CMA on 22 September 2026. 

https://learn.microsoft.com/en-us/copilot/security/microsoft-security-copilot
https://learn.microsoft.com/en-us/copilot/security/use-case-role-overview
https://learn.microsoft.com/en-us/startups/build/ai/agents/intro-agents
https://www.microsoft.com/en-gb/security/business/ai-machine-learning/microsoft-security-copilot#accordion-ocdf44_tab0
https://learn.microsoft.com/en-us/copilot/security/agents-overview
https://www.microsoft.com/en-gb/security/business/ai-machine-learning/microsoft-security-copilot#accordion-ocdf44_tab0
https://learn.microsoft.com/en-us/copilot/security/agents-overview


 Official   

 

67 

4.127 Security Copilot is offered as part of Microsoft’s E5 and E7 bundles.318 It is 

available as both a standalone experience and as embedded capabilities within 

Microsoft security products. Microsoft submitted that ‘when integrated with 

Microsoft Defender, it can summarise incidents, analyse files and scripts, generate 

threat-hunting queries, and recommend response actions; within Microsoft Entra, it 

helps identity administrators investigate sign-in issues, identity risks, and access 

problems; within Microsoft Intune, it assists with policy management, security 

posture analysis, and device troubleshooting; and within Microsoft Purview, it 

helps analyse data security and compliance risks, summarise alerts, and support 

investigations such as DLP, Insider Risk, Communication Compliance, and 

eDiscovery.’319 

4.128 As a relatively new product, evidence on how Security Copilot is consumed by 

customers is limited. One customer said that ‘it ran a small deployment using 

Security Copilot but decided not to use it’.320 Another said that ‘Security Copilot 

might be useful, but it is prohibitively expensive’.321 

4.129 Taking the above into account, we provisionally consider that Security Copilot 

performs the functions described by the Software Security digital activity and is in 

scope however accessed and deployed and is in scope however accessed and 

deployed.322 It secures operating systems, as well as the applications and data 

running on those systems, by integrating with and preforming the functions of 

Entra, Defender, Intune and Purview.  

4.130 We consider that Security Copilot may perform additional functions outside of the 

Security Software digital activity (for example where it performs functionality in 

relation to Purview functions not considered in scope of the Security Software 

digital activity). As set out above, this does not alter our provisional view that 

Security Copilot performs the functions described by the digital activity.  

Agent 365 

4.131 In addition to the functionality set out under the Productivity Software Suite digital 

activity above, Agent 365 also enables organisations to secure AI agents across 

their Microsoft environment.323 We have assessed whether Agent 365 functionality 

 
 
318 Use of Security Copilot requires the relevant underlying security product licences or Microsoft 365 commercial 
licence. Microsoft's response dated [] to follow up questions dated [] to section 69 notice dated []. 
319 Microsoft’s response dated [] to section 69 notice []. As noted above, we consider Purview’s functionality to fit 
this scope of the Security Software digital activity where Purview protects data running on operating systems. This 
includes DLP, data security investigations, information barriers, information protection, privileged access management 
and insider risk management. 
320 Note of call with [] on []. 
321 Note of call with [] on []. 
322 For the avoidance of doubt, we also consider the corresponding Security Copilot admin centre to be in scope of our 
digital activity. See above for position on admin centres under ‘Entra, Active Directory, Intune and Defender’ heading. 
323 Microsoft, ‘Microsoft Agent 365, now generally available, expands capabilities and integrations’ 11 May 2026, 
accessed by the CMA on 22 September 2026; Microsoft, ‘Ecosystem partner agents available in Agent 365’, undated 
accessed by the CMA on 22 September 2026. 

https://www.microsoft.com/en-us/security/blog/2026/05/01/microsoft-agent-365-now-generally-available-expands-capabilities-and-integrations/
https://learn.microsoft.com/en-us/microsoft-agent-365/third-party-agents
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should be included as part of Microsoft’s Security Software digital activity by 

considering how Microsoft offers this product, how customers use it and its 

technical links with Entra, Active Directory, Intune, Defender and Purview. 

4.132 Agent 365 delivers end-to-end protection for agents by extending Microsoft’s 

enterprise-grade identity, data, and threat-defence capabilities. For example, 

’Entra Agent ID extends Microsoft Entra capabilities’324 by assigning each AI agent 

a unique identity, enabling organisations to govern which systems, resources and 

data those AI agents can access and what actions they can take.325 Conditional 

access and identity protection policies ‘apply to agents just as they do to users, so 

administrators can enforce the same risk-based controls across the 

environment’.326 These policies are enforced through Entra, Intune, Defender, and 

Purview, which monitor AI agents, identifying unusual or risky behaviour and 

respond to potential security threats.327 

4.133 Agent 365 is licensed as an add-on to Microsoft 365 E5 packages. We also note 

that, since May 2026, Agent 365 is offered with other products in scope of the 

Security Software digital activity in the Microsoft 365 E7 package.328 

4.134 As this is a very nascent product which became available in the UK in May 2026, it 

is yet to be seen how customers consume Agent 365.  

4.135 Taking the above into account, we provisionally consider that Agent 365’s 

functionality falls within the Security Software digital activity where it is used to 

extend the Security Software functionalities to AI agents. As Agent 365 is a 

nascent product, we will keep this product under review as its usage and 

functionality are developing.  

Products not in scope 

Microsoft Sentinel 

4.136 In response to submissions, we have considered whether Microsoft Sentinel is in 

scope of the Security Software digital activity.329 We have assessed whether 

Sentinel should be included as part of Microsoft’s Security Software digital activity 

by considering the function it performs.  

 
 
324 Microsoft, ‘How does Microsoft Entra support Agent 365?’ undated, accessed by the CMA on 1 September 2026; 
Microsoft, ‘What is Microsoft Entra Agent ID? - Microsoft Entra Agent ID’, undated, accessed by the CMA on 1 
September 2026. 
325 Microsoft, ‘Microsoft Agent 365 overview’, undated, accessed by the CMA on 1 September 2026. 
326 Microsoft, ‘How does Microsoft Entra support Agent 365?, undated, accessed by the CMA on 1 September 2026. 
327 Microsoft, ‘Why does an enterprise need Agent 365?’, undated, accessed by the CMA on 1 September 2026. 
328 Microsoft, ‘Microsoft Agent 365: The Control Plane for Agents’, undated, accessed by the CMA on 1 September 2026. 
329 In response to the ITC, Google argued that Microsoft Sentinel should be in scope, as this is similarly subject to 
Microsoft’s broader commercial bundling strategy and self-preferential cross-subsidisation practices. Google’s response 
to invitation to comment dated 14 May 2026, question 1, paragraph 7b, page 2. Google.pdf  

https://learn.microsoft.com/en-us/microsoft-agent-365/leadership/entra-agent-365#the-identity-foundation
https://learn.microsoft.com/en-in/entra/agent-id/what-is-microsoft-entra-agent-id
https://learn.microsoft.com/en-us/microsoft-agent-365/overview
https://learn.microsoft.com/en-us/microsoft-agent-365/leadership/entra-agent-365#from-identity-to-accountability
https://learn.microsoft.com/en-us/microsoft-agent-365/leadership/why-agent-365-for-enterprise
https://www.microsoft.com/en-gb/microsoft-agent-365#plans-and-pricing
https://assets.publishing.service.gov.uk/media/6a3a3f9f25c5199bda11799c/Google.pdf
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4.137 Sentinel is a ‘cloud-native Security Information and Event Management (SIEM) 

and Security Orchestration, Automation and Response (SOAR) platform’. It 

aggregates and correlates security signals from an organisation’s IT environment 

(eg M365, Entra ID, Defender as well as third-party security vendors and multi-

cloud infrastructure) to support security teams in investigating and responding to 

cyber threats.330  

4.138 Microsoft, as well as competitor and customer evidence received to date, 

describes Sentinel as providing an additional monitoring, visibility, analytics and 

threat detection layer.331 Microsoft describes Sentinel as offering ‘threat hunting’ 

and notes that ‘as opposed to classic protection, threat hunting tries to proactively 

identify potential threats that might harm [the] organisation’s system.332 Sentinel 

ingests telemetry, signals and alerts generated from other Microsoft and non-

Microsoft products and analyses and correlates that information to generate 

further insights and outputs (eg custom-rule alerts).  

4.139 Taking the above into account, we provisionally consider that Sentinel’s 

functionality does not fall within the description of the Security Software digital 

activity. We acknowledge that Sentinel has functionality that contributes to 

securing operating systems, applications and data. However, on balance, we do 

not consider it to meet the functionality of the Security Software digital activity.  

Server Operating System 

4.140 In the IN, we proposed describing the server operating system as software or 

equivalent, which acts as an intermediary between hardware and software on a 

server, enabling software applications and services to run on a server (Server 

OS).333 In the IN we indicated the products, features and functionalities we 

considered at that stage were likely to be in scope of the digital activity.334 

Submissions on our description and scope of Server OS 

4.141 Microsoft did not submit any proposed amendments to the description of Server 

OS set out in the IN. It submitted that Windows Server was an operating 

 
 
330 Microsoft, ‘What is Microsoft Sentinel?’, undated, accessed by the CMA on 1 September 2026; Microsoft, ‘Microsoft 
Sentinel—AI-Ready Platform’, undated, accessed by the CMA on 1 September 2026. 
331 Microsoft highlights that for example ‘Microsoft Defender XDR includes Microsoft Entra ID Protection to block users 
based on identity risk. Feeds related data into Microsoft Sentinel for further analysis and automation’. Microsoft, ‘Incident 
Response with XDR and Integrated SIEM’, undated, accessed by the CMA on 25 September 2026; Microsoft ‘Microsoft 
Cybersecurity Reference Architectures (MCRA)’, undated, accessed by the CMA on 25 September 2026; [] response 
dated [] to section 69 notice dated []; JISC’s response to invitation to comment dated 14 May 2026, page 6; 8; 9 and 
10. Jisc.pdf; Google’s response to invitation to comment dated 14 May 2026, question 1, paragraph 7b, page 2. 
Google.pdf 
332Microsoft, ‘Access activity logs in Microsoft Entra ID - Microsoft Entra ID’, undated, accessed by the CMA on 25 
September 2026. 
333 Investigation Notice, paragraph 5(c). 
334 Investigation Notice, paragraph 8 (c) lists Windows Server. 

https://learn.microsoft.com/en-us/azure/sentinel/sentinel-overview
https://www.microsoft.com/en-us/security/business/siem-and-xdr/microsoft-sentinel
https://www.microsoft.com/en-us/security/business/siem-and-xdr/microsoft-sentinel
https://learn.microsoft.com/en-us/security/zero-trust/siem-xdr-overview?tabs=defender-portal
https://learn.microsoft.com/en-us/security/zero-trust/siem-xdr-overview?tabs=defender-portal
https://learn.microsoft.com/en-us/security/adoption/mcra
https://learn.microsoft.com/en-us/security/adoption/mcra
https://assets.publishing.service.gov.uk/media/6a3a3f9fc6e94f095f3efc5a/Jisc.pdf
https://assets.publishing.service.gov.uk/media/6a3a3f9f25c5199bda11799c/Google.pdf
https://learn.microsoft.com/en-us/entra/identity/monitoring-health/howto-access-activity-logs?tabs=microsoft-entra-activity-logs%2Carchive-activity-logs-to-a-storage-account#monitor-events-with-microsoft-sentinel
https://assets.publishing.service.gov.uk/media/6a044eeecd2e0e8b5b20b518/Investigation_Notice.pdf
https://assets.publishing.service.gov.uk/media/6a044eeecd2e0e8b5b20b518/Investigation_Notice.pdf
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system,335 and that Windows Server was a cloud infrastructure service that sits at 

the infrastructure layer of the stack (IaaS), providing the foundational capabilities 

for IT systems and cloud environments on which other software and services 

run.336 

4.142 In response to the ITC, no third parties made any substantive comments on the 

description of the Server OS digital activity and its scope, although some 

respondents expressed general support for the CMA’s approach.337 

Our assessment  

4.143 A server operating system enables organisations to run and secure applications, 

services, and workloads across on-premises, hybrid, and cloud environments.338 

4.144 We have considered the submissions and evidence we have received to date. For 

the reasons set out below, our provisional view is that the description of the Server 

OS digital activity set out in the IN remains appropriate; and that the Server OS 

digital activity meets the statutory definition of a digital activity, as it constitutes the 

provision of one or more pieces of digital content within the meaning of section 

3(1)(b) of the Act. 

Products in scope 

Windows Server 

4.145 For the reasons explained below, we provisionally consider that Windows Server, 

Microsoft’s Server OS offering, is in scope of the Server OS digital activity 

however accessed (for example, via a web browser, desktop application or mobile 

application) and deployed (on-premises, cloud, or a hybrid environment). This is 

because it performs the same function for a customer irrespective of their 

underlying architecture and deployment environments. 

4.146 In identifying the Server OS digital activity, its description and the products, 

features and functionalities within scope, we have considered how this product is 

offered and consumed. 

 
 
335 Microsoft's submission to the CMA dated []. 
336 Microsoft's submission to the CMA dated []. 
337 For example, Third Stage Consulting Group's response dated 20 May 2026 to invitation to comment dated 14 May 
2026, page 2 Third_Stage_Consulting_Group.pdf; Anonymous 3’s response dated 22 June 2026 to invitation to 
comment dated 14 May 2026, page 1. Anonymous_3.pdf; Open Cloud Coalition's response dated 4 June 2026 to 
invitation to comment dated 14 May 2026, page 2 Open_Cloud_Coalition.pdf; Element.io's response dated 4 June 2026 
to invitation to comment dated 14 May 2026, page 3 Element.pdf. 
338 Microsoft, ‘What is Windows Server?’, undated, accessed by the CMA on 24 September 2026. 

https://assets.publishing.service.gov.uk/media/6a3a405fe590e5e061c9a483/Third_Stage_Consulting_Group.pdf
https://assets.publishing.service.gov.uk/media/6a3a4060e590e5e061c9a488/Anonymous_3.pdf
https://assets.publishing.service.gov.uk/media/6a3a4060e590e5e061c9a485/Open_Cloud_Coalition.pdf
https://assets.publishing.service.gov.uk/media/6a3a3f9f00ff27f06e3efc5f/Element.pdf
https://learn.microsoft.com/en-us/windows-server/get-started/overview
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(a) Windows Server, is licensed and sold as a standalone Server OS.339 It can 

form part of a customer's wider Enterprise agreement.340 

(b) Microsoft offers Windows Server for use in cloud, on-premises, and hybrid 

environments.341 Across these deployment routes, Windows Server enables 

organisations to run enterprise workloads (or digital operations that keep 

businesses running), manage network infrastructure and host applications.342 

It therefore provides the functionality as set out in our description of acting as 

an intermediary between server hardware and the software, such as 

applications, that customers seek to run on that hardware. 

(c) Microsoft offers various editions of Windows Server, which largely offer 

similar features and capabilities.343 Any differences between editions do not 

affect the core functionality of the Server OS as set out in our description.344 

(d) Evidence from Microsoft and customers on how Windows Server is used 

supports the proposed description and scope of the digital activity.  

(i) Customers note that they use Windows Server to run applications and 

workloads.345  

(ii) Customers consume Windows Server across on-premises, cloud or 

hybrid environments346 and customers may also use Windows Server 

as IaaS or PaaS and increasingly SaaS.347 Microsoft submitted that 

customers' needs vary depending on where they are on their cloud-

migration journeys. It also submitted the prevailing pattern was a 

combination of hybrid and multi-cloud architectures, with customers 

 
 
339 Microsoft’s response dated [] to section 69 notice dated []. 
340 Microsoft, ‘Enterprise Agreement | Microsoft Volume Licensing’ undated, accessed by the CMA on 24 September 
2026. 
341 More generally, Server OSs such as Windows Server and Amazon Linux, also known as AL2023, (Amazon’s version 
of an underlying open-source Server OS), can run in various environments, including physical (bare-metal) servers (or 
on-premise servers), virtual machines, public and private clouds, as well as hybrid environments (on-premise and on 
cloud). Microsoft, ‘What is Windows Server? ’ undated, accessed by the CMA on 24 September 2026. 
342 Microsoft, ‘What is Windows Server?’, undated, accessed by the CMA on 24 September 2026. 
 
343 Microsoft, ‘What is Windows Server? ’ undated, accessed by the CMA on 24 September 2026; Microsoft, ‘What is 
Azure Edition for Windows Server?’ undated, accessed by the CMA on 24 September 2026; Microsoft, ‘Comparison of 
Windows Server editions | Microsoft Learn undated, accessed by the CMA on 24 September 2026. Some of these 
products are listed in Microsoft’s response to our information request. []. Microsoft’s response dated [] to section 69 
notice dated []. 
344 Differences between these editions reflect different price points. Microsoft submitted that it has two main versions of 
Windows Server with distinct price points for the software: (i) Datacenter edition for highly virtualized and software-
defined datacenter environments, and (ii) Standard edition at a lower price for customers with low density or non-
virtualized environments. [] response dated [] to section 69 notice dated []. 
345 Note of call with [] on []; Note of call with [] on []; Note of call with [] on []; Note of call with [] on [] 
346 Note of call with [] on []; Note of call with [] on []; Jigsaw Customer Research, 28 September 2026, page 77, 
paragraph 285. 
347 Note of call with [] on []; Note of call with [] on []; Note of call with [] on []; Jigsaw Customer Research, 
28 September 2026, page 77, paragraph 285; Note of call with [] on []; Note of call with [] on []. 

https://www.microsoft.com/en-us/licensing/licensing-programs/enterprise#tab-server-and-cloud-enrollment
https://learn.microsoft.com/en-us/windows-server/get-started/overview
https://learn.microsoft.com/en-us/windows-server/get-started/overview
https://learn.microsoft.com/en-us/windows-server/get-started/overview
https://learn.microsoft.com/en-us/windows-server/get-started/azure-edition
https://learn.microsoft.com/en-us/windows-server/get-started/azure-edition
https://learn.microsoft.com/en-us/windows-server/get-started/editions-comparison?pivots=windows-server-2025
https://learn.microsoft.com/en-us/windows-server/get-started/editions-comparison?pivots=windows-server-2025
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retaining some workloads on-premises while moving others to one or 

more public clouds.348 

4.147 In light of the above, we provisionally consider that Windows Server falls within the 

functional description of the Server OS digital activity. Microsoft offers and 

customers consume Windows Server as an intermediary between server hardware 

and software, enabling applications and services to run on a server and we 

provisionally consider Windows Server to be in scope however it is accessed or 

deployed. 

Relational Database Management System (RDBMS) 

4.148 In the IN we proposed describing RDBMS as a relational database management 

system that manages and stores data in separate tables and defines relationships 

between those tables. In the IN we indicated the products, features and 

functionalities we considered at that stage were likely to be in scope of the digital 

activity.349 

Submissions on our description and scope of RDBMS 

4.149 Microsoft did not submit any proposed amendments to the description of RDBMS 

set out in the IN. It submitted SQL Server was an RDBMS.350 

4.150 In response to the ITC, no third parties made any substantive comments on the 

scope of the RDBMS digital activity, although some respondents expressed 

general support for the proposed scope.351 

Our assessment  

4.151 A RDBMS is a type of database management system which stores and organises 

data into separate tables and makes connections between them.352 

4.152 We have considered the submissions and evidence we have received to date. For 

the reasons set out below, our provisional view is that the description of the 

RDBMS digital activity set out in the IN remains appropriate; and that the provision 

 
 
348 Microsoft’s response dated [] to section 69 notice dated []. 
349 Investigation Notice, paragraph 8 (d) lists. 
350 Microsoft's submission to the CMA dated []. 
351 For example, Third Stage Consulting Group's response dated 20 May 2026 to invitation to comment dated 14 May 
2026, page 2. Third_Stage_Consulting_Group.pdf; Anonymous 3’s response dated 22 June 2026 to invitation to 
comment dated 14 May 2026, page 1. Anonymous_3.pdf; Open Cloud Coalition's response dated 4 June 2026 to 
invitation to comment dated 14 May 2026, page 2. Open_Cloud_Coalition.pdf; Element's response dated 4 June 2026 to 
invitation to comment dated 14 May 2026, page 3. Element.pdf. 
352 Microsoft, ‘What Is SQL Server? - SQL Server’, undated, accessed by the CMA on 20 July 2026; Databricks, ‘What is 
a Relational Database (Relational Databases)?, undated, accessed by the CMA on September 2026; Cloud 
Infrastructure Services Final decision report, July 2025, paragraphs 7.94-7.96. 

https://assets.publishing.service.gov.uk/media/6a044eeecd2e0e8b5b20b518/Investigation_Notice.pdf
https://assets.publishing.service.gov.uk/media/6a3a405fe590e5e061c9a483/Third_Stage_Consulting_Group.pdf
https://assets.publishing.service.gov.uk/media/6a3a4060e590e5e061c9a488/Anonymous_3.pdf
https://assets.publishing.service.gov.uk/media/6a3a4060e590e5e061c9a485/Open_Cloud_Coalition.pdf
https://assets.publishing.service.gov.uk/media/6a3a3f9f00ff27f06e3efc5f/Element.pdf
https://learn.microsoft.com/en-us/sql/sql-server/what-is-sql-server?view=sql-server-ver17
https://www.databricks.com/blog/what-is-relational-database
https://www.databricks.com/blog/what-is-relational-database
https://assets.publishing.service.gov.uk/media/688b8891fdde2b8f73469544/final_decision_report.pdf
https://assets.publishing.service.gov.uk/media/688b8891fdde2b8f73469544/final_decision_report.pdf
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of the RDBMS digital activity constitutes the provision of one or more pieces of 

digital content within the meaning of section 3(1)(b) of the Act. 

Products in scope 

SQL Server and SQL Database Engine  

4.153 We propose the following products in scope of the RDBMS digital activity: 

(a) SQL Server (including SQL Server-based PaaS and SaaS);353 and 

(b) SQL Database Engine. 

4.154 We provisionally consider these products to be in scope however accessed (for 

example, via a web browser, desktop application or mobile application) and 

deployed (on-premises, cloud, or a hybrid environment). This is because SQL 

Server performs the same function for a customer irrespective of their underlying 

architecture and deployment environments. 

4.155 In identifying the RDBMS digital activity, its description and the products, features 

and functionalities within scope, we have considered how these products are 

offered and consumed. 

4.156 Microsoft’s RDBMS offering is the Microsoft SQL Server family of products (SQL 

Server).354 SQL Server is offered in various forms, providing the same functionality 

set out above. It can be supplied directly to customers for use on-premises or on 

Azure.355 It can also be supplied to other cloud providers, who then offer it to 

customers on their platforms.356  

4.157 Microsoft also offers RDBMS functionality through managed PaaS and SaaS 

offerings, providing the same core RDBMS functionalities357 while Microsoft 

undertakes regular performance monitoring, upgrades and other maintenance 

tasks.358 Microsoft also supplies the SQL Database Engine to other cloud 

 
 
353 For the avoidance of doubt, we consider that Database-as-a-Service products are a type of PaaS or SaaS. Therefore, 
the RDBMS aspects of these products would be within the scope of the digital activity. 
354 Some of these products are listed in Microsoft’s response to our information request. []. Microsoft’s response dated 
[] to section 69 notice dated []. Microsoft sells SQL Server [] on a standalone basis, but it is also sold along with 
Microsoft’s Server OS product, Windows Server. It can form part of a customers’ wider Enterprise Agreement with 
Microsoft. Microsoft, ‘Enterprise Agreement | Microsoft Volume Licensing’, undated, accessed by the CMA on 1 October 
2026.  
355 For more information on the various editions of SQL Server 2025, see ‘Microsoft, ‘Editions and Supported Features of 
SQL Server 2025 - SQL Server’, undated, accessed by the CMA on 13 July 2026. SQL Server 2025 also includes AI-
enabled features such as vector search (see Microsoft ‘Editions and Supported Features of SQL Server 2025 - SQL 
Server’, undated, accessed by the CMA 13 July 2026. 
356For example: AWS, ‘What is Microsoft SQL Server on Amazon EC2?’, undated, accessed by the CMA on 13 July 
2026; Google, ‘SQL Server | Google Cloud’, undated, accessed by the CMA on 13 July 2026. 
357 More specifically, these functionalities are delivered by the SQL Server Database engine. Microsoft, ‘SQL Database 
Engine - Microsoft SQL’, undated, accessed by the CMA on 28 June 2026. 
358 Examples of these include Azure SQL Managed Instance, Azure SQL Database, Fabric Data Warehouse, and SQL 
Database in Fabric. Microsoft, ‘SQL Database Engine - Microsoft SQL’, undated, accessed by the CMA 13 July 2026. 

https://www.microsoft.com/en-us/licensing/licensing-programs/enterprise#tab-server-and-cloud-enrollment
https://learn.microsoft.com/en-us/sql/sql-server/editions-and-components-of-sql-server-2025?view=sql-server-ver17
https://learn.microsoft.com/en-us/sql/sql-server/editions-and-components-of-sql-server-2025?view=sql-server-ver17
https://learn.microsoft.com/en-us/sql/sql-server/editions-and-components-of-sql-server-2025?view=sql-server-ver17
https://learn.microsoft.com/en-us/sql/sql-server/editions-and-components-of-sql-server-2025?view=sql-server-ver17
https://docs.aws.amazon.com/sql-server-ec2/latest/userguide/sql-server-on-ec2-overview.html
https://cloud.google.com/sql-server
https://learn.microsoft.com/en-us/sql/database-engine/sql-database-engine?view=sql-server-ver17&tabs=dba
https://learn.microsoft.com/en-us/sql/database-engine/sql-database-engine?view=sql-server-ver17&tabs=dba
https://learn.microsoft.com/en-us/sql/database-engine/sql-database-engine?view=sql-server-ver17&tabs=dba
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providers, who host it on their infrastructure for customers to use as part of a 

managed PaaS product.359 

4.158 Evidence from Microsoft and customers on how the product is used align with 

Microsoft’s offering and further support the description and scope of the digital 

activity.  

4.159 With regard to the deployment of SQL Server, Microsoft submitted that the 

prevailing pattern of use is a combination of hybrid and multi-cloud architectures – 

which industry surveys indicate most enterprises now adopt – in which a customer 

may run some RDBMS on-premises, some on infrastructure-as-a-service, and 

some on fully managed cloud database services – frequently across more than 

one provider.360 Customers noted that they deploy SQL Server on cloud and on 

premises.361 

4.160 Customers we spoke to and respondents in our customer research said they 

consume SQL Server as an RDBMS to support applications that require or are 

designed around its use.362 Customers can also use SQL Server as part of a 

product that has the database built-in.363  

4.161 In light of the above, we provisionally consider that SQL Server (including SQL 

Server-based PaaS and SaaS) and SQL Database Engine fall within the functional 

description of the RDBMS digital activity. Microsoft offers, and customers 

consume, these products as a RDBMS that manages and stores data in separate 

tables and defines relationships between those tables. We consider SQL Server 

and SQL Database Engine in scope however they are accessed or deployed.  

Grouping  

Summary 

Under the Act, the CMA may treat two or more of the potential SMS firm’s digital activities 

as a single digital activity where either of the following conditions is satisfied: (i) the digital 

activities have substantially the same or similar purposes; or (ii) they can be carried out in 

combination with each other to fulfil a specific purpose. Where individual digital activities 

are grouped, the SMS assessment will relate to the grouped activity as a whole. 

In this section we provisionally conclude that the conditions for grouping Microsoft’s five 

digital activities into a single digital activity are met; in particular, the individual activities 

 
 
359 For examples of this, see AWS, ‘Amazon RDS for SQL Server’, undated, accessed by the CMA on 28 June 2026; 
Google, ‘Cloud SQL For SQL Server Managed Database’, undated, accessed by the CMA on 28 June 2026. 
360 Microsoft’s response dated [] to section 69 notice dated []. 
361 Note of call with [] on []; Note of call with [] on []. 
362 Note of call with [] on []; Note of call with [] on []; Jigsaw Customer Research, 28 September 2026, page 89, 
paragraph 323. 
363 Note of call with [] on []. 

https://aws.amazon.com/rds/sqlserver/
https://cloud.google.com/sql/sqlserver
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can be carried out in combination to provide a business software environment in which 

organisations can manage and secure users, devices, compute resources, applications 

and data, and users can access, create, record, communicate and manage business 

information (the ‘Microsoft Business Software Ecosystem’). This grouping across 

Microsoft’s complementary (though distinct) products is necessary to capture the reality of 

how the individual activities interact as part of the software stack (as set out in the diagram 

below) and reflects how Microsoft offers and customers consume the activities in practice.  

In provisionally concluding that the individual digital activities can be carried out for the 

purpose of the Microsoft Business Software Ecosystem, we have assessed how Microsoft 

offers and customers consume the products in practice. Approaching it in this manner 

provides a valuable lens through which to assess and, as appropriate, group activities in a 

way which reflects the real-world connections between different products offered by a 

single firm (here, Microsoft). It is not necessary for all customers to consume products 

across all the relevant digital activities in order for the CMA to group them. 

 

 

First, from the perspective of how the digital activities are offered: Microsoft’s own 

documentary evidence of how it considers and presents its product portfolio; the technical 

interactions between products falling under the five digital activities; and how potential 

customers are encouraged to purchase those products, all support a finding of grouping. In 

particular: 

• In its internal documents and marketing materials, Microsoft emphasises the integration 

of its products as representing a competitive strength and commercial distinctiveness, 

which in turn drives revenue opportunity. 
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• This focus on integration is reflected in actual technical interlinkages across products. 

Importantly all products in each of the individual digital activities may be interconnected 

through Identity and Access Management (IAM), which allows organisations to centrally 

control access to data stored in each product, and through centralised management of 

security more generally. Beyond security, there are numerous other integrations across 

particular sets of digital activities, with Server OS and RDMBS, as well as PSS and PC 

OS, being especially tightly integrated.  

• The effect of this technical integration is reinforced by sales and pricing models across 

the digital activities: although Microsoft does not require customers to purchase 

products across the five digital activities as part of a single package, they feature in 

combination across Microsoft product suites, bundles and Enterprise Agreements, with 

discounts available incentivising combined purchases.  

Second, when we consider how customers consume the individual digital activities: the 

evidence points to a customer view and experience of a unified Microsoft environment 

across the digital activities; customer evidence of the advantages from consolidating 

purchases with Microsoft, resulting in what has been described by some customers as 

being a ‘Microsoft House’ or ‘Microsoft First’ customer; and customers accounting for a 

significant proportion of Microsoft’s UK revenue across the digital activities purchasing all 

five in combination. This is also supported by competitor evidence, showing that some 

competitors perceive themselves to be competing against a wider Microsoft ecosystem 

rather than against individual digital activities. 

• Customer research reveals a strong view of Microsoft as providing a unified business 

software environment across its various products, with significant value being placed on 

Microsoft’s software offering as an end to end, integrated stack.  

• This is supported by customer evidence of what underpins this view, from reduced 

operational and administrative complexity; to securing discounts and making full use of 

bundles; to drawing on employee skill and familiarity; to technical integration across the 

group.  

• Indeed, not only can these individual digital activities be carried out in combination (as 

required by the Act), but revenue analysis from across the group points to the fact that 

they are in fact carried out together: of Microsoft’s total UK revenue across all of the 

five digital activities, over 80% comes from customers who have purchased all five 

digital activities. 

This body of evidence as to the reality of how Microsoft offers the individual digital 

activities and customers consume them in practice, shows that these digital activities can 

be (and indeed are) used in combination for the specific purpose captured in Microsoft 

Business Software Ecosystem, focusing on an organisation’s IT environment (rather than, 

for example, characterisation by reference to the tasks performed by individual users).  



 Official   

 

77 

Introduction 

4.162 In the IN, we proposed grouping Microsoft’s five digital activities because they can 

be carried out in combination with each other to fulfil the specific purpose of 

providing a software environment that enables organisations to perform work tasks 

effectively, securely and at scale (this single digital activity referred to as 

Microsoft’s Business Software Ecosystem).364 

4.163 The section sets out: 

(a) The legal framework for grouping;  

(b) Submissions we received on grouping; 

(c) Our approach to grouping, and in particular the specific purpose identified; and 

(d) Our assessment of 

(i) How the digital activities are offered, including:  

(1) Microsoft internal documents and published material 

(2) purchasing methods and  

(3) technical integration 

(ii) How the digital activities are consumed, including:  

(1) the extent to which the digital activities are bought together  

(2) an illustrative example of combined use 

(3) customer experience of the digital activities as a group 

(4) customer views on advantages of consolidating purchases with 

Microsoft across the group and 

(5) competitor views on the use of the digital activities in combination. 

Legal Framework  

4.164 The Act allows for two or more digital activities carried out by a single undertaking 

to be grouped as a single digital activity where:  

(a) the activities have substantially the same or similar purposes; or  

 
 
364 Investigation Notice, paragraph 7. 

https://assets.publishing.service.gov.uk/media/6a044eeecd2e0e8b5b20b518/Investigation_Notice.pdf
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(b) the activities can be carried out in combination with each other to fulfil a 

specific purpose.365  

4.165 Our Guidance explains that the CMA will decide on the facts of each case whether 

or not to treat two or more of the potential SMS firm’s digital activities and the 

products within those as a single digital activity for designation purposes;366 and 

that, in deciding whether to group, the CMA will interpret the statutory conditions 

broadly.367 For example, the concept of purpose may refer to any relevant aspect 

of how the products are made, marketed, sold, accessed, or consumed, and may 

therefore relate to customer needs or preferences rather than technical 

complementarity.368 The Guidance gives a non-exhaustive list of examples of 

circumstances where it may be appropriate to group activities into a single activity 

including the example of products that are usually purchased or used in 

combination by potential customers.369 

4.166 Where the CMA groups two or more of the potential SMS firm’s digital activities 

and the products within those activities, into a single digital activity, the SMS 

assessment will relate to the grouped activity as a whole.370 

Submissions on grouping 

4.167 In its ITC response, Microsoft did not agree that the five digital activities are 

appropriately characterised as a single grouped digital activity or that they 

represent any kind of unitary or proprietary ‘ecosystem’. According to Microsoft, 

each serves distinct purposes, is supplied to different customer segments and is 

subject to different competitive constraints. Many organisations use different 

providers across these categories, and the degree of integration varies 

considerably.371 

4.168 Microsoft later submitted that: 

(a) The purpose for which the CMA considers the digital activities can be carried 

out in combination is not sufficiently specific.372 An appropriately and 

sufficiently specific purpose would have to distinguish the grouped digital 

activities from a wide range of other business software—and in this case, the 

specific purpose, as worded by the CMA, would encompass virtually all 

enterprise software.373 It added that ‘such an extension of the regulatory 

perimeter must be justified by reference to a real and specific connection 

 
 
365 Section 3(3) of the Act. 
366 CMA194, paragraph 2.14. 
367 CMA194, paragraph 2.14. 
368 CMA194, paragraph 2.14. 
369 CMA194, paragraph 2.15. 
370 CMA194, paragraph 2.16. 
371 Microsoft's response to invitation to comment dated 14 May 2026, paragraph 2.1. Microsoft.pdf 
372 Microsoft's submission to the CMA dated []. 
373 Microsoft's submission to the CMA dated []. 

https://assets.publishing.service.gov.uk/media/6762f4f6cdb5e64b69e307de/Digital_Markets_Competition_Regime_Guidance.pdf
https://assets.publishing.service.gov.uk/media/6762f4f6cdb5e64b69e307de/Digital_Markets_Competition_Regime_Guidance.pdf
https://assets.publishing.service.gov.uk/media/6762f4f6cdb5e64b69e307de/Digital_Markets_Competition_Regime_Guidance.pdf
https://assets.publishing.service.gov.uk/media/6762f4f6cdb5e64b69e307de/Digital_Markets_Competition_Regime_Guidance.pdf
https://assets.publishing.service.gov.uk/media/6762f4f6cdb5e64b69e307de/Digital_Markets_Competition_Regime_Guidance.pdf
https://assets.publishing.service.gov.uk/media/6a3a3f9f25c5199bda11799a/Microsoft.pdf
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between the activities’ and that ‘the DMU itself has recognised the risk of 

overregulation if its powers are deployed too widely.’374 

(b) An ecosystem must have components that are interdependent such that the 

ecosystem’s central value proposition cannot be delivered unless the 

complementary pieces work together, and the actions of one component 

materially affect the value created by the others.375 Microsoft referred to the 

CMA’s previous SMS designations as examples of appropriate specific 

purposes, based on their technical and structural interdependence, single 

user journeys, and functions that ‘only make sense together’, noting that, in 

its view, Microsoft’s products and services that are subject to the CMA’s SMS 

investigation each perform a discrete function and can be (and are) 

substituted independently of the others, and none are required to work 

together to generate a ‘single value proposition’.376 

(c) Products across the digital activities are not always bought together377 and 

different users within organisational customers use different categories of 

products.378 In this regard, Microsoft considered that grouping in this instance 

would be inconsistent with the CMA’s guidelines, which cite products usually 

being bought together as an example of circumstances where it may be 

appropriate to group digital activities.379  

(d) As an example of the above, Microsoft said that a substantial proportion of 

enterprise customers purchase core productivity apps alone without also 

purchasing the broader range of products available through Microsoft’s 

productivity offerings, let alone Microsoft’s PC OS, Server OS, RDBMS and 

more advanced Security Software.380 It also said that Windows Server and 

SQL Server are not used in combination with each other or other services for 

a specific purpose. It added that, if they were, this would be reflected in them 

being purchased together, but if customers bought other digital activities 

without these two, that would indicate that these two were not required to 

consume the others. It said that empirical analysis establishes that ‘the vast 

majority ([]) of UK customers licensing other in-scope services do not 

license Windows Server and SQL Server in 2025.’381 

4.169 Other stakeholders were supportive of our approach. For example: 

 
 
374 Microsoft's submission to the CMA dated []. 
375 Microsoft's submission to the CMA dated []. 
376 Microsoft's submission to the CMA dated []. 
377 Microsoft's submission to the CMA dated []. 
378 Microsoft's submission to the CMA dated []. 
379 Microsoft's submission to the CMA dated [].The specific guidance referred to is CMA194, paragraph 2.15(a). 
380 Microsoft's submission to the CMA dated []. 
381 Microsoft's submission to the CMA dated []. 

https://assets.publishing.service.gov.uk/media/6762f4f6cdb5e64b69e307de/Digital_Markets_Competition_Regime_Guidance.pdf
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(a) Third Stage Consulting said that ‘we particularly support the CMA’s 

consideration of grouping these digital activities as a single designation... In 

our experience advising enterprise customers, these products are not 

purchased, deployed or experienced as independent offerings. They function 

as interconnected operational stack in which identity…productivity… 

infrastructure…data management, and security… are deeply interdependent. 

The grouped designation more accurately reflects how UK organisations 

experience the ecosystem.’382 

(b) Vivaldi said that ‘Microsoft markets its products as an integrated business 

software ecosystem’.383 

(c) JISC said that ‘productivity applications, identity services, collaboration 

platforms, storage, security capabilities and emerging AI services 

are frequently experienced as parts of a wider operational environment.’384 

(d) Google said that Microsoft’s products ‘are architecturally and commercially 

designed to work together as a single, integrated ecosystem’385 and that they 

are marketed together with systematic deployment of bundled pricing and 

portfolio-wide incentives.386 

Our approach to grouping 

4.170 In considering the question of whether the digital activities can be carried out in 

combination with each other for the specific purpose, and so grouped under the 

Act, we: 

(a) first set out our approach to grouping in the context of this case, including in 

relation to the specific purpose; and  

(b) assess a range of evidence on how those activities are 

(i) offered by Microsoft; and 

(ii) consumed by organisational customers. 

4.171 This evidence provides the factual context in which organisational customers 

engage with the activities and the products within them, enabling our assessment 

 
 
382Third Stage Consulting Group’s response to invitation to comment dated 14 May 2026, page 2. 
Third_Stage_Consulting_Group.pdf 
383 Vivaldi Technologies ASA’s response to invitation to comment dated 14 May 2026, page 7. 
Vivaldi_Technologies_ASA.pdf 
384 Jisc’s response to invitation to comment dated 14 May 2026, page 16. Jisc.pdf 
385 Google’s response to invitation to comment dated 14 May 2026, paragraph 9. Google.pdf 
386 Google’s response to invitation to comment dated 14 May 2026, paragraph 8(b). Google.pdf 

https://assets.publishing.service.gov.uk/media/6a3a405fe590e5e061c9a483/Third_Stage_Consulting_Group.pdf
https://assets.publishing.service.gov.uk/media/6a3a405fc6e94f095f3efc5c/Vivaldi_Technologies_ASA.pdf
https://assets.publishing.service.gov.uk/media/6a3a3f9fc6e94f095f3efc5a/Jisc.pdf
https://assets.publishing.service.gov.uk/media/6a3a3f9f25c5199bda11799c/Google.pdf
https://assets.publishing.service.gov.uk/media/6a3a3f9f25c5199bda11799c/Google.pdf
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to reflect the real-world connections across the different products offered by 

Microsoft.387  

The specific purpose under section 3(3)(b) of the Act 

4.172 In assessing an appropriate specific purpose in the factual context of this case, we 

have taken account of key characteristics of both Microsoft and its business 

software customers. 

4.173 Microsoft is a longstanding provider of business software, such that many 

customers have established an environment of Microsoft products and 

technologies and have expanded that environment with further Microsoft products 

as their requirements have developed and as Microsoft’s product offering has 

evolved. In this way, individual products may be adopted, combined and used by 

customers over time.  

4.174 Organisational customers are heterogeneous: they vary in size, industry, IT 

architecture and skill level, and they combine and use the activities in different 

ways. In addition, given that the relevant customers are organisations rather than 

individual consumers, what constitutes an appropriate specific purpose may 

naturally appear broader - where multiple people are working in concert across 

products, roles, skillsets and devices to deliver organisational goals of greater 

complexity and scale than a single person can achieve alone - than it would for 

consumer products intended for a single individual end user.388 389 

4.175 We consider it important that the specific purpose should reflect this context and 

the different ways in which that purpose may be achieved across this diverse 

customer base. We have therefore, in line with the Act, considered whether there 

is a specific purpose that the activities can fulfil when carried out in combination, 

rather than seeking to identify a single use case that applies uniformly across all 

customers and all circumstances. 

4.176 The fact that customers do not use all of the activities together in every instance, 

that the activities may be combined in different permutations, that different 

products across the group may be interlinked with each other to varying degrees, 

or that some may integrate with third-party products, does not prevent the CMA 

 
 
387 As set out above, when identifying each of the digital activities and which of Microsoft’s products each comprise, we 
considered how the relevant products are offered and consumed. Here we consider the extent to which the activities are 
offered and consumed in combination to fulfil a specific purpose in order to help assess whether it is appropriate to group 
them under section 3(3)(b) of the Act.  
388 For this same reason, we disagree with Microsoft’s submission that the digital activities should not be grouped 
because some of them have different individual end users within a customer organisation. 
389 Microsoft describes its business software in similarly broad terms. A page on Microsoft’s website introducing business 
software provides a broad answer to a ‘What is business software?’ FAQ, stating: ‘Business software includes tools 
designed to help organisations manage work, collaborate, communicate and protect data, such as email, file storage, 
security and productivity applications used by teams. Microsoft, ‘Small Business Software and Tools – Microsoft Store’, 
undated, accessed on 5 October 2026. 

https://www.microsoft.com/en-gb/store/b/software
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from exercising its discretion and deciding to group the five digital activities where 

the conditions for grouping are met. Nor does grouping require every customer to 

use every activity. Instead, what is relevant is that the activities can be used in 

combination for the identified specific purpose. In assessing this we have 

considered evidence of how Microsoft offers and customers consume the digital 

activities in practice, and how rivals compete. We do not consider it necessary for 

all customers to consume products across all the relevant digital activities in order 

for the CMA to group them.  

4.177 In particular, we have considered evidence of customers’ actual use and 

purchasing patterns, including the extent to which the activities are used and 

purchased in combination or in overlapping ways, and the extent to which they are 

used alongside third-party products. Our assessment of how the individual digital 

activities are offered by Microsoft and consumers consume them is set out in detail 

below. The framing is intended to ensure that grouping reflects the factual reality 

of how Microsoft offers its products, how customers consume them and how rivals 

compete. 

4.178 We do not consider that our approach to grouping risks ‘overregulation’.390 The 

grouped activity is no wider than the sum of its constituent parts and this approach 

does not amount to an assessment that each digital activity and the individual 

products within those activities independently fulfil the same purpose. Rather, it 

reflects the statutory framework, which permits the CMA, where the relevant 

conditions are met, to assess related activities together and avoids a partial picture 

developing, where each activity is considered in isolation, failing to reflect the way 

in which the relevant products are experienced in practice.391  

4.179 The evidence we have seen to date, set out below, indicates that the digital 

activities can be used in combination as complementary components of a 

business software environment, with interdependencies and ecosystem effects 

arising from their operation within the same organisational IT environment. These 

features support identifying the provision of that environment as the relevant 

specific purpose, rather than characterising the purpose by reference to any 

individual work task or individual product. 

4.180 We consider that the specific purpose set out in the IN remains an appropriate 

starting point. It captures the way in which the five digital activities can be used in 

combination to provide the software environment through which organisations 

perform work tasks effectively, securely and at scale. However, the evidence 

 
 
390 See section ‘Submissions on grouping’ above.  
391 These include ecosystem effects, including the complementarities and interdependencies between the activities, more 
appropriately captured by considering the activities together than by treating each as an entirely separate digital activity. 
Assessing the activities collectively therefore provides a more accurate basis for considering the competitive conditions 
relevant to the exercise of the CMA’s functions under the Act. See Chapter 5, Section ‘Competition with Microsoft’s 
Business Software Ecosystem’ below for our assessment of these effects. 



 Official   

 

83 

gathered during the investigation indicates that this purpose can be expressed 

more precisely. In particular, it reflects the fact that the relevant combination of 

activities supports the management and security of an organisation’s users, 

devices, compute resources, applications and data, as well as users’ ability to 

access, create, record, communicate and manage business information. 

4.181 Taking all the evidence in the round, we provisionally consider that the five digital 

activities can be carried out in combination to fulfil the following specific purpose: 

to provide an integrated business software environment in which organisations can 

manage and secure users, devices, compute resources, applications and data, 

and users can access, create, record, communicate and manage business 

information (Microsoft’s Business Software Ecosystem). 

Our assessment 

4.182 In line with our assessment framework as described above and to test whether the 

individual digital activities can in fact be carried out in combination for that 

purpose, we have considered evidence of how: 

(a) Microsoft offers the digital activities; and  

(b) Customers consume the digital activities.  

How the digital activities are offered  

4.183 The evidence we have assessed on how the five digital activities are offered, 

includes: 

(a) Evidence from Microsoft’s internal documents and published material 

illustrating the integrated nature of its offering;  

(b) Channels for the combined purchase of products across the digital activities; 

and  

(c) Technical interlinkages between Microsoft products across the digital 

activities.   

Evidence from Microsoft’s internal documents and publicly available Microsoft 

materials 

4.184 In both publicly available materials and its internal documents, Microsoft 

emphasises the integrated nature of its products. These include claims of 

seamless integration across products, descriptions of Microsoft’s integrated 

offering as a competitive strength, and discussion of the digital activities as 

creating monetisation opportunities for Microsoft elsewhere in the stack. 
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4.185 The materials fall into three broad categories: external-facing statements about 

integrated customer solutions; internal descriptions of Microsoft’s common 

technology stack and shared go-to-market model; and specific examples of how 

integration across the stack supports migration, monetisation, and revenue growth. 

4.186 External-facing statements describe Microsoft’s products as integrated solutions.  

(a) Microsoft’s 2025 annual report notes that: ‘We compete by providing secure, 

integrated industry-specific, and easy-to-use productivity and collaboration 

tools and services that create comprehensive solutions and work well with 

technologies our customers already have both on-premises or in the 

cloud.’392 

(b) Microsoft’s website introduces Microsoft 365 for enterprise as: ‘a complete, 

intelligent solution that empowers everyone to be creative and work together 

securely.’393 Elsewhere the website introduces Windows Server as offering 

‘Seamless integration with SQL Server, System Center, Exchange, 

SharePoint, Project, and existing Windows infrastructure.’394 

(c) A case study also on the website describes an example of a ‘fictional but 

representative global manufacturing conglomerate’ called Contoso 

Corporation.395 In the example, this company ‘deployed Microsoft 365 for 

enterprise and addressed major design decisions and implementation details 

for networking, identity, Windows 11 Enterprise, Microsoft 365 Apps for 

enterprise, mobile device management, information protection, and security’. 

It also used its existing ‘on-premises AD DS [Active Directory Domain 

Services] forest for authentication to Microsoft 365 cloud resources’.396 

Overall, the example describes the various components of Contoso’s 

Microsoft IT stack as part of a ‘complete, intelligent solution that enables 

everyone to work together creatively and securely,’ adding that ‘the 

company's overall goal for Microsoft 365 for enterprise is to accelerate its 

digital transformation by using cloud services to bring together its employees, 

partners, data, and processes to create customer value and maintain its 

competitive advantage in a digital-first world.’397 

4.187 Internal documents describe integration across a common technology stack as a 

commercial differentiator across Microsoft’s portfolio:  

 
 
392 Microsoft, ‘Microsoft 2025 Annual Report’, 15 October 2025, accessed on 6 October 2026. 
393 Microsoft, ‘Microsoft 365 for enterprise overview - Microsoft 365 Enterprise’, undated, accessed on 5 October 2026. 
394 Microsoft, ‘What is Windows Server?’, undated, accessed by the CMA on 5 October 2026. 
395 Microsoft, ‘Microsoft 365 for enterprise for the Contoso Corporation’, undated, accessed on 5 October 2026. 
396 Microsoft ‘Identity for the Contoso Corporation - Microsoft 365 Enterprise’ undated, accessed on 5 October 2026. 
397 Microsoft, ‘Microsoft 365 for enterprise for the Contoso Corporation’, undated, accessed on 5 October 2026. 

https://www.microsoft.com/investor/reports/ar25/
https://learn.microsoft.com/en-us/microsoft-365/enterprise/microsoft-365-overview?view=o365-worldwide
https://learn.microsoft.com/en-us/windows-server/get-started/overview
https://learn.microsoft.com/en-us/microsoft-365/enterprise/contoso-case-study?view=o365-worldwide
https://learn.microsoft.com/en-us/microsoft-365/enterprise/contoso-identity?view=o365-worldwide
https://learn.microsoft.com/en-us/microsoft-365/enterprise/contoso-case-study?view=o365-worldwide
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(a) A board memo from June 2025 [] states: [] we differentiate ourselves 

commercially with our common tech stack [].398  

(b) The same document makes the point in more detail: ‘Microsoft [] a 

diversity of businesses and business models which are built on a common 

technology stack and are monetized via a set of shared []’.399  

4.188 Other internal documents show how Microsoft views success in one ‘layer’ of the 

stack as creating opportunities across others:  

(a) ‘Databases: Winning customers' databases opens the opportunity to drive 

[] across the rest of our applications, []. We provide our first party 

database solution, Microsoft SQL Server, for enterprise customers as well as 

a full collection of popular modern cloud databases.’400 

(b) Microsoft also describes how existing customer relationships can support 

cloud migration and further adoption: ‘[]’.401 

(c) The strategic importance of infrastructure402 is described in similar terms: 

‘Infrastructure is the enabling technology of the cloud that makes all our 

customers’ workloads run and is foundational for both Azure and the 

Microsoft Cloud. It is key to our []’403 

(d) An internal document from December 2025 prepared for Microsoft’s sales 

teams compares Microsoft’s productivity offering with [], and notes 

advantages that Microsoft has arising from integration between products. 

This includes [].404 

4.189 Microsoft’s characterisation in a recent public statement links these ‘layers’ 

together: ‘As we build this ecosystem, the layers of our stack are not separate 

opportunities but reinforce each other. Investing in one strengthens the others and 

allows us to deliver customer value in a differentiated way.’405 

4.190 When viewed collectively, these internal documents and publicly available 

materials paint a picture of Microsoft presenting its products as part of a larger 

 
 
398 Microsoft, Internal Document, response to section 69 notice dated []. 
399 Microsoft, Internal Document, response to section 69 notice dated []. 
400 Microsoft, Internal Document, response to section 69 notice dated []. 
401 Microsoft, Internal Document, response to section 69 notice dated []. 
402 We understand the reference to ‘infrastructure’ here to include Windows Server and SQL Server, as this sub-section 
of the document also discusses []. (See further Microsoft's submission to the CMA dated [], describing these two 
digital activities as ‘cloud infrastructure services’ that ‘sit at the infrastructure and data layers of the stack (IaaS and 
PaaS), providing the foundational capabilities for IT systems and cloud environments on which other software and 
services run.’) 
403 Microsoft, Internal Document, response to section 69 notice dated []. 
404 Microsoft, Internal Document, response to section 69 notice dated []. 
405 Microsoft, ‘FY27 Segments and Investor Metrics’ presentation’, September 2026, accessed by the CMA on 2 October 
2026, slide 4. 

https://view.officeapps.live.com/op/view.aspx?src=https://cdn-dynmedia-1.microsoft.com/is/content/microsoftcorp/FY27ExternalKPIs.pptx
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integrated Microsoft offering, with commercial advantage to be gained by Microsoft 

through this combined offering. 

Combined purchase channels: bundles and Enterprise Agreements 

4.191 Microsoft does not require customers to buy products across all five digital 

activities in a single package. However, as set out earlier in this chapter, Microsoft 

combines complementary functionality across the digital activities within integrated 

suites, with higher-tier offerings bringing together a broader set of products and 

functionality. Many Microsoft products across the PSS, PC OS, and Security 

Software digital activities are sold in bundles such as M365 E3, E5 and E7.  

4.192 Microsoft offers a range of suites and standalone products, with suites generally 

providing progressively broader functionality at higher tiers. In particular: 

(a) Microsoft offers standalone and lower-tier productivity products, as well as 

suites focused primarily on productivity functionality; and 

(b) Its higher-tier Microsoft 365 suites combine productivity functionality with 

Windows PC OS and security software, with progressively higher tiers adding 

Copilot and Agent 365. 

4.193 Most of the products available in these bundles are also sold on a standalone 

basis, although, as explained below, customers often find these bundles attractive 

due to the discount relative to buying products standalone. Windows Server and 

SQL Server are not part of these bundles. 

4.194 For larger organisations, Enterprise Agreements (EAs) provide a route to buy 

products across all five digital activities together. For large organisations (ie 

business with 500+ users and/or devices that want to license software and cloud 

services (250+ for public sector)) Microsoft licenses products in all digital activities 

(perpetually or by subscription) through EAs.406 These EAs are customisable and 

can be individually negotiated.407 EAs are typically multi-year agreements, though 

they can vary in duration.408  

4.195 We note that, according to Microsoft, EAs do not require a customer to take any 

particular combination of products and, in respect of its cloud products discounts 

under EAs are tied to the total volume of the transaction rather than to a 

customer’s use of multiple different Microsoft products, whereas for certain legacy 

on-premises products there may historically have been a modest discount 

 
 
406 Microsoft, ‘Enterprise Agreement | Microsoft Volume Licensing’, undated, accessed by the CMA on 6 October 2026. 
407 There are three ‘Enrollments’ under an EA (which can be customised to cover more than one Enrollment): 1) Office 
(on premises) (PSS) and Windows (PC OS) under the Enterprise Enrollment component of the EA; 2)  Windows Server 
(Server OS) and SQL Server (RDBMS) under the Server and Cloud Enrollment component of the EA; and Office 365 
(PSS), Enterprise Mobility and Security suite (Security); Windows 365 (PC OS) under the Subscription Enrollment of the 
EA. Microsoft, ‘Enterprise Agreement | Microsoft Volume Licensing’, undated, accessed by the CMA on 6 October 2026. 
408 In the sample provided to us by Microsoft, their duration ranged from three to ten years.  

https://www.microsoft.com/en-us/licensing/licensing-programs/enterprise
https://www.microsoft.com/en-us/licensing/licensing-programs/enterprise
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associated with licensing multiple products.409 However, as described further 

below, these volume discounts can encourage customers to consume products 

across the digital activities in combination.410 

The technically integrated nature of Microsoft’s offering across these digital 

activities  

4.196 The products and services offered within each digital activity have complementary 

(though distinct) functions, and technical integration or congruity exists between 

each of them.411 In this section we set out how different Microsoft products in each 

of the digital activities can (and in some instances must) be used together. 

4.197 As noted above, customers are heterogeneous and their environments may vary 

considerably, using and combining the digital activities to different extents and in 

different ways. As a result, there are numerous potential technical interlinkages 

across the digital activities, but they may be of varying relevance to different 

customers. We have therefore focused below on a small number of the most 

important technical integrations across Microsoft’s business software. These are: 

(a) IAM-related integration; 

(b) Security and device-management integration; 

(c) Application and workflow integration; and 

(d) Infrastructure and data integration. 

4.198 In addition to setting out the key interlinkages here, we also set out later in this 

chapter evidence on how customers experience the Microsoft environment, 

including their experiences of technical integration’. 

IAM-related integration  

4.199 IAM provides an important connective layer across the Business Software 

Ecosystem. It sits at the centre of how organisations authenticate users and 

control access to systems, applications and data, linking the different digital 

activities within an organisation’s IT environment. Microsoft’s integration of its IAM 

products creates important interdependencies between IAM and the other digital 

activities. The evidence set out below illustrates the significance of these links, 

including the particularly close relationship between IAM and Microsoft’s operating 

 
 
409 Microsoft’s response dated [] to section 69 notice dated []. 
410 See, below, section ‘Securing discounts and making full use of bundles’. 
411 See further our illustrative example below of how a customer can consume the digital activities in combination (in 
section ‘Illustrative example of how a customer can consume these digital activities in combination’). As discussed further 
below in the section ‘How the digital activities are consumed’, the Jigsaw Customer Research found that Microsoft was 
valued by nearly all participants primarily as an end-to-end software estate where identity, security, device management, 
productivity, PC operating system, server operating system and cloud services were integrated (page 27, para 118). 
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systems and the role of IAM in controlling access to Microsoft’s productivity, 

database and security products. 

4.200 IAM is a central aspect of enterprise IT and securing organisations’ computer 

systems.412 Every modern enterprise IT environment requires some form of IAM, 

as this basic function enables users to log in to systems and governs what each 

user in an organisation can access. All of the Microsoft products in the five digital 

activities are integrated with Microsoft’s enterprise IAM products (Active Directory 

and/or Entra ID), described to us as a ‘connective layer’.413  

4.201 IAM governs access to systems, data and files across the other digital activities. 

This could include data stored in SQL Server, PSS files such as Word documents, 

or a user account on Windows 11. For example, Entra ID is required to log in on 

any of Microsoft’s cloud-based business software, including Microsoft 365.414  

4.202 Microsoft told the CMA during the Cloud MI that each provider determines how to 

manage authentication for its services, and that most providers rely on their own 

IAM services to accomplish this.415 Microsoft has also told us that this centralised 

identity architecture (where a platform’s own IAM service controls access for its 

own applications and ‘federates’ with third-party IAM services) is the standard 

framework, without which every individual application would be required to 

independently negotiate trust with third-party IAM services, which it said would 

significantly expand the surface for attacks.416 This accords with our understanding 

from customer evidence of IAM as a critical and centralised function managing 

access across the ecosystem.417 418 

4.203 In an on-premises environment, Microsoft’s IAM and Server OS are particularly 

closely integrated as Active Directory is a feature within Windows Server419 and 

 
 
412 ‘Introduction to identity and access management – National Cyber Security Centre’, accessed on 14 September 2026. 
413 For example, an alternative business software provider told us that Microsoft’s identity software, Active Directory and 
Entra ID, operates as an important connective layer across each of the five digital activities ([] submission to the CMA 
dated []. Another provider told us that most (80%) large organisational customers use Active Directory (AD) and 
EntraID due to historical dependence on Windows infrastructure and inclusion in Microsoft’s software bundles ([] 
response to section 69 notice dated []). 
414 A free version of Entra ID is provided with Microsoft 365. Microsoft, ‘Microsoft Entra ID Free - Microsoft Cost 
Management’, undated, accessed by the CMA on 6 October 2026. 
415 Microsoft submission to the CMA during the Cloud Services Market Investigation, ‘CMA Cloud Services MIR – Identity 
and Access Management Follow-up’, 8 August 2024, page 2.  
416 Microsoft’s response dated [] to section 69 notice dated []. 
417 See, below, sub-section ‘technical interlinkages’ within section ‘Customer views on advantages of consolidating 
purchases with Microsoft across the group’. 
418 After its introduction, Active Directory was seen as much more integrated with Windows PC/Server than alternatives 
such as Novell eDirectory, which was operating-system independent. In particular, the integration of Active Directory as a 
feature of Windows Server 2000 was described in a technical reference book at the time as having an ‘astronomical’ 
impact on enterprise computing, solidifying a view that directory services had become essential enterprise IT 
infrastructure. Cox, N (2002), Directory Services: Design, Implementation and Management, Butterworth-Heinemann, 
page 260. The integration of Microsoft’s IAM technology appears to have continued with the introduction Entra ID in 
2015, originally called Azure Active Directory. At the time, Microsoft described Entra ID as a ‘super set’ of Active 
Directory. Microsoft, ‘Azure AD Domain Services is now in Public Preview – Use Azure AD as a cloud domain controller! 
– Active Directory Team Blog’, October 14 2015, accessed by the CMA on 6 October 2026.) 
419Cox, N (2002), Directory Services: Design, Implementation and Management, Butterworth-Heinemann, page 260; 
Microsoft, ‘Identity and Access documentation’, undated, accessed by the CMA on 6 October 2026. 

https://www.ncsc.gov.uk/guidance/introduction-identity-and-access-management
https://learn.microsoft.com/en-us/azure/cost-management-billing/manage/microsoft-entra-id-free
https://learn.microsoft.com/en-us/azure/cost-management-billing/manage/microsoft-entra-id-free
https://assets.publishing.service.gov.uk/media/66e7fc35f8082e9740881b26/microsoft-identity-access-management.pdf
https://competitionandmarkets.sharepoint.com/sites/DMU-51510-32/Shared%20Documents/SMS%20and%20CR/Decisions/2%20Proposed%20decision/For%20publication%20version%20(non-confi)/Redacted%20Chapters/260914%20full%20book%20of%20Directory%20Services%20Nancy%20Cox%202002.pdf
https://web.archive.org/web/20160305013026/https:/blogs.technet.microsoft.com/ad/2015/10/14/azure-ad-domain-services-is-now-in-public-preview-use-azure-ad-as-a-cloud-domain-controller/
https://web.archive.org/web/20160305013026/https:/blogs.technet.microsoft.com/ad/2015/10/14/azure-ad-domain-services-is-now-in-public-preview-use-azure-ad-as-a-cloud-domain-controller/
https://competitionandmarkets.sharepoint.com/sites/DMU-51510-32/Shared%20Documents/SMS%20and%20CR/Decisions/2%20Proposed%20decision/For%20publication%20version%20(non-confi)/Redacted%20Chapters/260914%20full%20book%20of%20Directory%20Services%20Nancy%20Cox%202002.pdf
https://learn.microsoft.com/en-us/windows-server/identity/identity-and-access
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cannot be used as a standalone Microsoft IAM product independently of Windows 

Server. Although Microsoft’s cloud-based IAM service, Entra ID, is a standalone 

product rather than a feature of Windows Server, the link between IAM and Server 

OS can persist when organisations move other workloads to the cloud. This is 

because organisations may continue to rely on on-premises Active Directory for 

IAM, and therefore continue to require Windows Server to run that IAM 

functionality, even where other workloads have migrated to the cloud.420 

4.204 We have also seen evidence of other links between Windows PC OS, Windows 

Server, and Entra ID, some of which have accompanied more recent versions of 

Windows. For example, an alternative business software provider, told us that 

Entra ID passkeys are now stored directly in the Windows Hello hardware 

container, and that legacy APIs and authentication protocols – which third-party 

providers have long relied upon – are being retired without replacement. It said 

that Windows authentication is therefore an increasingly ‘Entra-native’ 

experience.421 

4.205 Another provider told us that because SQL Server relies on Active Directory or 

Entra ID for authentication, SQL Server can be particularly attractive, and 

potentially stickier, for organisations that already use Microsoft’s operating 

systems, productivity software, IAM and analytics products.422 

Security and device-management integration 

4.206 Beyond IAM specifically, Security Software provides a further important layer of 

integration across the Business Software Ecosystem. Security capabilities operate 

across identities, devices, applications, infrastructure and data, and are 

increasingly integrated with the Microsoft products that provide those underlying 

functions. This creates interdependencies across the digital activities: security 

products draw on information and signals generated by other Microsoft products, 

while Microsoft’s products can be configured, managed and protected through its 

security and identity capabilities. The evidence below illustrates how this 

integration operates in practice and why Microsoft’s security software forms an 

important part of the wider business software environment. 

4.207 Our customer research found that the ‘tightly coupled’ nature of the Microsoft 

security software – especially the links between Windows, Entra ID, and Active 

Directory – ‘made unpicking it administratively costly and felt risky.’ It found that 

 
 
420 As noted below (see sub-section ‘technical interlinkages’ within section ‘Customer views on advantages of 
consolidating purchases with Microsoft across the group’), a customer told us that there is some lock-in associated with 
Active Directory and Entra ID, reflecting strong technical links and the difficulty and expense of migration. In addition, 
another customer told us that it preferred not to introduce Entra ID for commercial reasons but saw no clear alternative to 
on-premises Active Directory, which it described as a de-facto standard. (Note of call [], and [].) 
421 [] response [] to section 69 notice dated []. 
422 [] submission to the CMA dated []. 
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few businesses consider wholesale replacement with non-Microsoft security, and 

instead most add third-party tools to Microsoft.423  

4.208 This tightly coupled security software serves as a central operational layer across 

the digital activities. Organisations need to protect identities, endpoints (such as 

PCs), applications (such as PSS applications), and infrastructure (such as Server 

OS and RDBMS) through coherent policies and controls, and effective security 

capabilities draw signals from across these layers.424 Entra ID manages identity 

and access, Intune and Microsoft Configuration Manager manages devices and 

applications,425 and Defender detects and responds to threats across endpoints 

and other resources.426  

4.209 Similarly, both Active Directory and Microsoft Entra Domain Services can be used 

to set up Group Policy, which provide centralised management and configuration 

of Windows PC OS.427 An alternative business software provider, told us that 

Group Policy technology is proprietary, and that no third-party alternative can 

manage a Windows Server estate at equivalent fidelity to Microsoft’s security and 

device management software.428 

4.210 As discussed further in the market power assessment for Security Software, 

alternative security software providers have told us that Microsoft’s security 

products rely on telemetry data generated by Microsoft’s other products across the 

digital activities.429 Further Microsoft’s internal documents indicate that [].430 In 

addition, a customer told us that ‘end-to-end integration across Microsoft’s 

ecosystem, including Windows Server, Active Directory/Entra ID, Microsoft 365, 

Intune, Teams, Exchange and SharePoint… may also support a stronger security 

 
 
423 Jigsaw Customer Research, 28 September 2026, page 11, paragraph 44. See further below sub-section ‘technical 
interlinkages’ within section ‘Customer views on advantages of consolidating purchases with Microsoft across the group’. 
424 See further section ‘Description and scope of the Security Software digital activity’ above and sub-section ‘Limitations 
to integration and interoperability faced by alternative providers’ in section ‘Market power assessment – security 
software’ of Appendix A. In addition, an alternative provider, [], told us that in managed enterprise environments, 
identity security and access control services are closely integrated with Microsoft’s identity infrastructure, and that these 
security capabilities are designed to integrate most deeply when Windows is managed within the broader Microsoft 
ecosystem. ([] response dated [] to section 69 notice dated []). 
425Microsoft, ‘What is Microsoft Intune? - Microsoft Intune’, accessed on 6 October 2026; Microsoft, ‘What is 
Configuration Manager?’, undated, accessed on 6 October 2026. 
426Microsoft, ‘Microsoft Defender | Microsoft 365’, undated, accessed on 6 October 2026. 
427While Group Policy is enabled through Microsoft’s IAM infrastructure, its functionality extends beyond identity and 
access management: it allows organisations to centrally define and enforce default settings, security policies and 
configurations across Windows PC OS devices. Microsoft, ‘Group Policy overview for Windows Server | Microsoft Learn’, 
undated, accessed on 14 September 2026. 
428 [] response to section 69 notice dated []. 
429 See sub-section ‘Limitations to integration and interoperability faced by alternative providers’ in section ‘Market power 
assessment – security software’ of Appendix A. In particular, some alternative providers told us that they were 
disadvantaged by a lack of equal access to the telemetry data, generated by generated by Microsoft’s Security Software 
products – or within Microsoft’s PSS, Windows OS, Windows Server, SQL Server – compared to Microsoft’s own security 
software products. One provider said ‘A third-party security product protecting a Windows environment is working with a 
partial view of that environment. Microsoft's own tools are working with a complete one.’ ([] response to section 69 
notice dated []).  
430 See sub-section ‘Limitations to integration and interoperability faced by alternative providers’ in section ‘Market power 
assessment – security software’ of Appendix A. 

https://learn.microsoft.com/en-us/intune/fundamentals/what-is-intune
https://learn.microsoft.com/en-us/intune/configmgr/core/understand/introduction
https://learn.microsoft.com/en-us/intune/configmgr/core/understand/introduction
https://www.microsoft.com/en-gb/microsoft-365/microsoft-defender-for-individuals
https://learn.microsoft.com/en-us/windows-server/identity/ad-ds/manage/group-policy/group-policy-overview
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posture, as relevant controls and signals can operate across a common 

architecture.’431 

Application and workflow integration  

4.211 There are also direct technical and functional interlinkages between PC OS, PSS 

and Server OS which go beyond their being complementary products that 

customers may choose to use together, and which also support their combined 

use. These include: 

(a) PSS and PC OS being directly integrated in the user experience;  

(b) PC OS and Windows Server being technically related as they share common 

technical architecture; and 

(c) Deeper product-specific technical integrations in relation to Microsoft’s 

productivity and management products.  

4.212 PC OS and PSS are deeply intertwined in the user experience of these digital 

activities, as an organisational customer will access and run PSS products on a 

PC OS. 

4.213 Windows PC OS and Windows Server have much of the same core architecture 

meaning that many software applications written for one can run on the other.432 

4.214 Beyond these relatively general aspects of integration and combined use, there is 

also evidence of specific interlinkages relating to applications and workflow across 

Microsoft products. As set out in the market power assessment for PC OS, 

Microsoft’s productivity software and PC OS are closely technically linked, in that 

the desktop, ‘client-side’, apps (including Excel, OneDrive, OneNote, PowerPoint, 

Teams, and Word) are operating system-specific and only available on Windows 

PC/Server and macOS.433 434  

4.215 Evidence received also points to other technical links between Microsoft’s 

productivity software and PC OS. For example, an alternative business software 

provider told us that users can access OneDrive directly from Windows File 

Explorer because M365 is natively integrated into Windows OS.435 Further, a 

reseller mentioned ‘integration with Microsoft 365 and Intune/Entra management’ 

 
 
431 [] response to []. 
432 Yosifovich, P, Ionescu, A, Russinovich ME, Solomon DA, Windows Internals Part 1, Seventh edition, Microsoft Press. 
433 See sub-section ‘Limitations to integration and interoperability faced by alternative providers’ in section ‘Market power 
assessment – PC OS’ of Appendix A; Microsoft, ‘About Microsoft 365 Apps in the enterprise - Microsoft 365 Apps, 
undated, accessed on 14 September 2026. 
434 A provider of PSS [] also submitted that macOS versions of Office 365 offer reduced PSS functionality in several 
critical enterprise use cases, including that Visual Basic for Applications is not available, Power Pivot is not available, 
Power Query does not have complete feature parity, and COM/VSTO and ActiveX controls are not supported. [] 
response dated [] to section 69 notice dated [], paragraph 7.1.1.  
435 [] response dated [] to section 69 notice dated []. 

https://learn.microsoft.com/en-us/microsoft-365-apps/deploy/about-microsoft-365-apps
https://learn.microsoft.com/en-us/microsoft-365-apps/deploy/about-microsoft-365-apps
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as a reason for choosing Microsoft’s PC OS offerings, and ‘deep integration 

across the productivity, identity and security stack’ as a reason why customers 

chose Microsoft’s PSS offerings.436 

4.216 As discussed in the market power assessment for PSS,437 Microsoft’s Graph API 

enables data exchange among and within the applications in scope of the PSS 

digital activity. There are also some links between Graph API and products in 

other digital activities. For example, customers can use Graph API to access 

information from Microsoft’s security and device management software, including 

Intune,438 and centrally configure organisational Windows PC/Server updates.439 

4.217 A strong link also exists between Microsoft’s Security and PSS digital activities, in 

that all of the products within each digital activity share data using a single shared 

cloud storage location, known as the ‘Microsoft 365 tenant’. This location stores 

the customer’s IAM data, data from PSS (for example stored in files and folders on 

SharePoint Online), as well as configuration data about the customer’s PCs and 

devices (for example from Intune).440 

Infrastructure and database integrations  

4.218 Server OS and RDBMS are also closely linked at the infrastructure and database 

layers of the business software environment. In particular, Windows Server and 

SQL Server are frequently used together and have technical interdependencies, 

while RDBMS functionality also connects to Microsoft’s data analysis and 

visualisation products, illustrating that digital activities can support and interact 

with one another across different layers of an organisation’s IT environment. 

4.219 As discussed below, our customer research found that by far the most common 

use case for Windows Server was as the Server OS underpinning a SQL Server-

based database management system.  

4.220 This combined use to some extent reflects technical interconnections. While it is 

possible to use SQL Server on Linux, several features of SQL Server are 

unsupported on Linux.441 An alternative business software provider, said that SQL 

 
 
436 [] response to voluntary request for information dated []. Relatedly a customer said that, because it had to run 
Microsoft Office applications, it would find it more difficult to use another PC OS besides Windows. This was due to 
functionality or fidelity limitations, or instances whereby updates and improved functionality has been rolled out to 
Windows devices first before, for example, the equivalent apps for MacOS. (Note of call with [] on []). 
437 See sub-section ‘Limitations to integration and interoperability faced by alternative providers’ in section ‘Market power 
assessment – PSS’ of Appendix A. 
438Microsoft, ‘Working with Intune in Microsoft Graph - Microsoft Graph v1.0 | Microsoft Learn’, undated, accessed by the 
CMA on 14 September 2026; Microsoft, ‘Microsoft Graph overview - Microsoft Graph | Microsoft Learn’, undated, 
accessed by the CMA on 14 September 2026. 
439 Microsoft, ‘Windows updates API overview - Microsoft Graph | Microsoft Learn’, undated, accessed by the CMA on 14 
September 2026. 
440 Microsoft, ‘Tenant management for Microsoft 365 for enterprise | Microsoft Learn’, undated, accessed by the CMA on 
17 September 2026. 
441 Microsoft, Editions and Supported Features of SQL Server 2019 - Linux - SQL Server | Microsoft Learn, undated, 
accessed by the CMA on 17 September 2026; [] response to section 69 notice dated []  

https://learn.microsoft.com/en-us/graph/api/resources/intune-graph-overview?view=graph-rest-1.0
https://learn.microsoft.com/en-us/graph/overview
https://learn.microsoft.com/en-us/graph/windowsupdates-concept-overview
https://learn.microsoft.com/en-us/previous-versions/microsoft-365/solutions/tenant-management-overview
https://learn.microsoft.com/en-us/sql/linux/sql-server-linux-editions-and-components-2019?view=sql-server-ver17#unsupported-features-and-services
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Server relies on Windows Server for disaster recovery functionality and native 

Active Directory integration.442 Another provider, told us that SQL Server is only 

supported on RHEL- and Ubuntu-based Linux distributions.443 

4.221 Microsoft has described Windows Server and SQL Server together as ‘cloud 

infrastructure services’ adding that they ‘sit at the infrastructure and data layers of 

the stack (IaaS and PaaS), providing the foundational capabilities for IT systems 

and cloud environments on which other software and services run.’444 This reflects 

the complementary roles of Server OS and RDBMS in providing underlying 

infrastructure and data management capabilities for other software and services. 

4.222 The links also extend from RDBMS into data analysis and visualisation. 

Customers can connect an RDBMS like SQL Server to data visualisation or 

analysis tools like Power BI and Fabric. An alternative business software provider, 

[], said that Power BI features ‘native, highly optimised connectors for SQL 

Server (such as DirectQuery)’.445 As a Microsoft internal document from March 

2025 explains: ‘[] integration of our databases into Microsoft Fabric, starting with 

SQL, []’.446 

How customers consume the digital activities  

4.223 We next consider evidence on whether and how customers consume the five 

digital activities in combination. 

4.224 We assess specific evidence of how customers consume the activities framed 

around: 

(a) UK customer-level data analysis on the extent to which products across 

these digital activities are purchased together;447 

(b) Customer experience of the digital activities as a group; 

(c) Customer views on advantages of consolidating purchases with Microsoft 

across the group, and; 

(d) Competitor perceptions on the use of the digital activities in combination. 

 
 
442 [] response dated [] to section 69 notice dated []. 
443 [] response dated [] to section 69 notice dated []. 
444 Microsoft's submission to the CMA dated []. 
445 [] response [] to section 69 notice dated []. 
446 Microsoft, Internal Document, response to section 69 notice dated []. 
447 We also set out an illustrative example of how a customer could consume these digital activities in combination. 
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The extent to which products across these digital activities are purchased 

together: UK customer-level data analysis 

4.225 As explained above, customers are not required to buy all the digital activities 

together, but they can do so, including through commercial bundles and EAs 

which can make this attractive.  

4.226 To understand the extent to which these digital activities are bought together, we 

have analysed customer-level data from Microsoft. 

4.227 Microsoft’s UK customer-level data provide an important starting point for 

assessing how the digital activities are consumed in practice. It shows that 

Microsoft’s most commercially significant customers, accounting for [80-90]% of 

Microsoft’s UK revenue, purchase products from across the five digital activities.448 

This revenue is generated by [10,000-20,000] UK customers. 

4.228 Although these customers represent [0-5]% of customers by number, we note that: 

(a) These [10,000-20,000] customers are likely to include larger, economically 

significant enterprise customers, for whom revenue-weighted evidence is 

particularly informative as to the significance of the different digital activities 

to Microsoft’s business. The average spend of these customers is over 

$600,000. 

(b) These customers account for over 80% of Microsoft’s UK revenue across the 

five digital activities. Their purchasing behaviour is therefore particularly 

relevant to understanding Microsoft’s business model in business software 

and the way in which its products are purchased by its most commercially 

significant customers. 

(c) The customer-count figures are also materially affected by a long tail of 

customers purchasing only PSS. Overall, [80-90]% of customers purchase 

only PSS products, but they account for just [0-5]% of Microsoft’s UK 

revenue across the five digital activities with an average spend of under 

$300.449 This indicates that the very large number of PSS-only customers is 

not representative of the customers accounting for the substantial majority of 

Microsoft’s UK revenue across these digital activities.450 

 
 
448 See Appendix B for the full findings of this data analysis. 
449 See Appendix B, Tables ‘Revenue and customer counts by digital activity’ and ‘Summary statistics for customers that 
purchase a single digital activity’. The percentage of customers purchasing only PSS products and the revenue derived 
from them were calculated by dividing the number of, and revenue from, PSS-only customers set out in Table ‘Summary 
statistics for customers that purchase a single digital activity’ by the total number of customers and total revenue, 
respectively, set out in Table ‘Revenue and customer counts by digital activity’. 
450 Further, even for this ‘long tail’ of PSS-only customers, we consider that cross-digital activity consumption may be 
understated. As noted above in section ‘IAM-related integration’, Entra ID is required to log in on PSS, and a free version 
of Entra ID is provided with Microsoft 365. Therefore, we consider that even customers appearing to be PSS-only in the 
data would be consuming Entra ID in addition to PSS. 
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Illustrative example of how a customer can consume these digital activities in 

combination 

4.229 Each of the five digital activities represents a key component of an organisational 

customer’s IT environment, or technology ‘stack’. Each activity and the products 

within them can be used on their own, but they can also be used in combination as 

part of an integrated technology environment. 

4.230 Below, drawing on Microsoft’s own documentation and the customer evidence 

gathered during our investigation, we set out an illustrative example of how a 

customer can use the five digital activities in combination when building and 

operating their technology stack. 

How a customer can use the five digital activities in combination when building and 

operating their technology stack  

Given the heterogeneity of organisational customers and their IT environments,451 the 

example is not intended to suggest that all customers use the five digital activities in the 

same way. Rather, it illustrates how these digital activities can be and are used in 

combination and work together within a customer’s technology environment.452 

• A large organisation sets up a new employee on its IT infrastructure.  

• Identity services, such as Active Directory running on Windows Server and Microsoft 

Entra ID, establish the employee's credentials and access rights. 

• The employee accesses a device running on Windows PC OS and signs into 

productivity applications, such as Teams.  

• The employee creates, shares and communicates business information through 

productivity software such as Teams, Outlook, SharePoint, Word and Excel. They also 

use Microsoft 365 Copilot to summarise documents and Copilot retrieves emails, 

Teams chats, SharePoint documents and generates answers. 

• The employee then uses this information to interact with a commercial off-the-shelf 

application which updates a database, such as SQL Server, which is running on  

Windows Server. This update automatically updates a Power BI dashboard (via 

Microsoft SQL Server Analysis Services) which another team within the organisation 

has set up. 

• As this happens, security software, including Entra ID, Defender and Intune, monitor 

identities, devices, applications and data, enforce access controls and help protect 

 
 
451 See, above, section ‘The specific purpose under section 3(3)(b) of the Act’. 
452 As mentioned above in section ‘Evidence from Microsoft’s internal documents and publicly available Microsoft 
materials’, Microsoft has a similar example on its own website of the ‘fictional but representative’ Contoso corporation. 
Microsoft, ‘Microsoft 365 for enterprise for the Contoso Corporation’, undated, accessed on 6 October 2026. 

https://learn.microsoft.com/en-us/microsoft-365/enterprise/contoso-case-study?view=o365-worldwide
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organisational information. For example, the employee’s Windows PC OS and the on-

premises Windows Server send telemetry to Defender about file updates and data they 

transfer over the on-premises network. 

• Throughout this process, Entra ID acts as access control engine, mediating interaction 

between productivity software, such as Outlook, Teams, SharePoint and security 

products, such as Intune and Defender.  

Customer experience of the digital activities as a group 

4.231 Customer evidence from our customer research and our calls with customers 

show that customers regard Microsoft as providing a unified business software 

environment across its various products. 

4.232 Our customer research is unambiguous about this. It states that ‘Microsoft was 

valued by nearly all participants primarily as an end-to-end software estate where 

identity, security, device management, productivity, PC operating system, server 

operating system and cloud services are integrated.’453 The report adds: ‘In 

summary, for nearly all participants in our sample, the main value of Microsoft was 

it offered one integrated, effective ecosystem. This strongly influenced decision-

making including at product level. Many used other non-Microsoft products in 

addition to the Microsoft ecosystem for certain use-cases. Fewer chose non-

Microsoft products instead of Microsoft, and only when they saw a very strong 

rationale, such as a major functional or cost benefit.’454 

4.233 The research also found that some customers described themselves as being a 

‘Microsoft house’ or ‘Microsoft first’.455 Customers that used Microsoft products 

across many of the digital activities described themselves in similar terms in other 

customer evidence we have seen to date. One said it was a ‘Microsoft house’ and 

‘very much caught up in the Microsoft ecosystem’.456 Another described itself as 

being ‘almost exclusively Microsoft from top to bottom.’457  

Customer views on advantages of consolidating purchases with Microsoft across 

the group 

4.234 Our customer evidence also shows that, in addition to generally regarding 

Microsoft business software as a unified technology stack, customers also see 

 
 
453 Jigsaw Customer Research, 28 September 2026, page 7, paragraph 14.  
454 Jigsaw Customer Research, 28 September 2026, page 8, paragraph 22.  
455 Jigsaw Customer Research, 28 September 2026, page 21, paragraphs 88-89.  
456 Note of call with [] on []. This customer uses products across all five digital activities. Another customer also 
using products across all 5 digital activities also said that historically it had ‘largely been a Microsoft house’. (Note of call 
with [] on []). 
457 Note of call with [] on []. This customer uses products across all five digital activities. 
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particular advantages in consolidating their purchases with Microsoft across the 

group. These include: 

(a) Reducing operational and administrative complexity; 

(b) Securing discounts and making full use of bundles; 

(c) Employee skills and familiarity with Microsoft products; and 

(d) Technical integration between Microsoft products. 

4.235 In line with the customer heterogeneity described above, each of these 

advantages may not be relevant to certain customers, as each comes with trade-

offs to which different customers may take varying approaches. 

4.236 We do not consider that all the factors must apply universally across all customers 

or to the same extent across all digital activities for them to be relevant to our 

grouping assessment. For example, we consider that there exist meaningful 

technical integrations across all the digital activities,458 though we recognise that 

the interlinkages are stronger across some subsets of them than others. Similarly, 

in our view, the evidence set out below shows that bundling and discounts do 

appear to meaningfully influence customer decision-making, though we recognise 

that some customers may choose alternatives to Microsoft products even where 

the Microsoft products were included in bundles that they were purchasing. 

4.237 Overall, we provisionally consider that the evidence set out below shows that 

interconnected commercial, behavioural and technical advantages operate to 

encourage some customers to consume these five digital activities in combination. 

Reducing operational and administrative complexity 

4.238 Customers have told us that purchasing from Microsoft across multiple digital 

activities reduces operational and administrative complexity. 

4.239 For example, our customer research shows that the integrated nature of 

Microsoft’s products ‘reduced friction and the level of day-to-day administration 

needed by IT and enabled system management to happen in one place.’459 It adds 

that ‘separating one Microsoft component was seen to add administrative time 

(e.g. extra logins, duplicated provisioning and governance, reworking permissions 

etc)’.460 

4.240 A customer quoted in the research said: ‘You keep it (Microsoft) because you don't 

want to have to manage 3 or 4 different softwares. We don't want to manage 

 
 
458 See, above, section ‘The technically integrated nature of Microsoft’s offering across these digital activities’. 
459 Jigsaw Customer Research, 28 September 2026, paragraph 14, page 7.  
460 Jigsaw Customer Research, 28 September 2026, paragraph 153, page 33.  
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multiple vendors because that would mean all of my time would end up being 

taken away from doing actual work to having to manage all of these different 

accounts and account managers and so on. So, it's easy to just bolt it all 

together.’461 

4.241 We received similar evidence from some customers we spoke to. For example, 

one customer said that its use of Microsoft is driven by the need for a single 

ecosystem that supports infrastructure, end-user devices and client-side 

requirements, and that there is currently no alternative offering comparable 

coverage, other than potentially Apple.462 A reseller said, in relation to why its 

customers chose Microsoft’s security products, that ‘Customers value reduced 

integration overhead and a single point of accountability.’463  

4.242 Though common, this approach is not universal. For example, one customer 

described itself as ‘provider-agnostic’ and said that its broad approach to 

technology architecture was to use ‘best of breed’ components wherever 

possible.464  

Securing discounts and making full use of bundles 

4.243 Customers also said that consuming Microsoft products across digital activities 

allowed them to negotiate better terms on their EAs and make full use of product 

bundles. 

4.244 In relation to EAs, one customer said that it decided to use SQL Server, Windows 

Server and Microsoft’s productivity software together as doing so enabled it to 

secure larger discounts as part of its enterprise agreement with Microsoft, and that 

its decision to take Microsoft’s E5 bundle was driven by the savings on security 

offerings relative to purchasing each individually. It added that it would prefer to 

switch all of its Windows Server and SQL Server business to alternative providers 

but given the commercial advantages to retaining an enterprise agreement with 

Microsoft which encompasses these products as well as productivity software, it 

will likely use a hybrid approach and retain some of its Microsoft compute 

services.465 

 
 
461 Jigsaw Customer Research, 28 September 2026, page 34.  
462 Note of call with [] on []. 
463 [] on [] response to voluntary request for information []. 
464 Note of call with [] on []. Similarly, another customer, which predominantly did not use Microsoft products, said 
that customers that are already deep in the Microsoft ecosystem may find it natural to expand into further Microsoft 
products. It added that shared administrative interfaces and existing Microsoft repositories, servers and tools can make 
additional Microsoft products the easiest option. However, in this customer’s view, for those like itself who are outside the 
Microsoft ecosystem, Microsoft’s integrated offering is less appealing, and it added that cost was often a reason to ‘break 
out of the ecosystem’ (Note of call with [] on []). 
465 Note of call with [] on []. Similarly, another customer, discussing the extent to which its use of Microsoft products 
influences its choice of Server OS, said: ‘The productivity layer is closely connected to the wider Microsoft ecosystem 
already used across the organisation. Our Enterprise Agreement means productivity software forms part of a broader 
commercial relationship covering workplace, security, identity and infrastructure technologies, so moving a single product 
away from Microsoft could reduce commercial leverage and increase operational complexity.’ ([] response []). 



 Official   

 

99 

4.245 In relation to bundles, our customer research said that: ‘Bundles were seen as 

more cost-effective than buying and managing separate licences. Some of the 

add-on products included in the licensing and bundles could be seen by 

organisations as being already paid for and, therefore almost “free’’.’466 

4.246 The research also quotes customers discussing the influence of bundling on their 

decision-making, including one that said: ‘If we already pay for something, we 

might as well use it. So, this was the entire decision behind moving over to 

Defender for Endpoint because we already pay for it. Why would you pay for a 

second product? …It impacts our decisions a lot, and it seems wasteful if we don't 

stick to this, the products inside the bundle.’467 

Employee skills and familiarity 

4.247 The evidence shows that customers’ employees’ Microsoft-specific skills and 

overall familiarity with Microsoft products across the digital activities also feed into 

the customer perception of a unified Microsoft technology stack across the digital 

activities. 

4.248 We recognise that, as submitted by Microsoft, the individual end users within an 

organisational customer vary across some of the digital activities.468 As a result, 

there may be limited overlap in skills and familiarity between, for example, 

Microsoft Word and SQL Server. However, for digital activities where there is a 

greater commonality of end users, skills and familiarity do appear to factor into 

their use in combination, because both IT staff (who may use and oversee 

products across all five digital activities) and wider end users (whose direct use 

may focus more on PSS, PC OS and some Security products) value familiarity and 

skills across the digital activities. 

4.249 Our customer research says that user resistance is one of the most consistently 

cited barriers to switching away from the Microsoft Business Software Ecosystem, 

adding that end-user staff are familiar with Microsoft interfaces and workflows 

across Office products and that IT staff describe being more comfortable and/or 

 
 
466 Jigsaw Customer Research, 28 September 2026, page 27, paragraph 120.  
467 Jigsaw Customer Research, 28 September 2026, page 55. Further relevant quotes from customers can be found on 
pages 42-43 of that report. Some customers we spoke to expressed similar views. For example, one said that the 
availability of products within Microsoft bundles can influence purchasing decisions, as bundled products can be more 
cost-effective and easier to implement, and that it seeks to maximise use of the capabilities available through its licensing 
arrangements rather than purchase alternative products that perform the same function (Note of call with [] on []). 
However, one customer said it used CrowdStrike instead of Defender even though the latter was included in its bundle 
(Note of call with [] on []). 
468 Microsoft's submission to the CMA dated []. However, as noted above in section ‘The specific purpose under 
section 3(3)(b) of the Act’, we disagree with Microsoft that this is a reason not to group these digital activities. 
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certified in Microsoft, with non-Microsoft administration seen as a learning curve 

the organisation does not have time for.469  

4.250 One customer is quoted in the report as saying: ‘They [Microsoft] were very clever 

at covering a broad-spectrum email, office, server, and database platforms… 

which work together to give you almost a single ecosystem that you could 

manage… You moved to something else and you then needed these specialist 

skills which are incredibly difficult to get and incredibly expensive to pay for’.470 

4.251 Our other customer evidence also provides examples of this. For instance, one 

customer said that because it has historically largely been a ‘Microsoft house’, its 

team is familiar with Microsoft OS and databases, and it makes sense for the team 

to gravitate towards things they already know about.471  

Technical interlinkages 

4.252 Customer evidence shows that technical interlinkages between the digital activities 

also encourages their use in combination. This reflects the integrated nature of 

Microsoft’s offering described above.472 473 

4.253 Our customer research report includes additional relevant evidence on technical 

integration from a customer perspective. For example, it cites ‘network barriers’ 

(where ‘the bulk of’ customers’ clients, partners and suppliers use Microsoft, and 

third-party business software is dependent on Microsoft products like PC OS, 

Server OS, and RDBMS)474 adding that ‘The ecosystem enabled effective 

management and control of identity, access, devices, security and collaboration in 

one place.’475  

4.254 Our other customer evidence also shows the importance of technical links. Several 

customers described integration across Microsoft products as being important to 

 
 
469 Jigsaw Customer Research, 28 September 2026, pages 32-33, paragraphs 149-151. Elsewhere, the report also 
mentions employee familiarity and skills as a reason to choose PC OS, a reason not to switch away from SQL Server, 
and a benefit of Windows Server (page 10, paragraph 39; page 92, paragraphs 337-338; page 11, paragraph 46; page 
78, paragraph 287).  
470 Jigsaw Customer Research, 28 September 2026, page 82. Another is quoted as saying ‘It's the appetite for change 
too. A lot of people don't like change. If something is working, don't change it.’ (Page 33). 
471 Note of call with [] on []. 
472 See, above, ‘section ‘The technically integrated nature of Microsoft’s offering across these digital activities’. 
473 In addition, much of the evidence already set out above is relevant to this aspect of combined use. See, in particular, 
the finding from the customer research that ‘Microsoft was valued by nearly all participants primarily as an end-to-end 
software estate where identity, security, device management, productivity, PC operating system, server operating system 
and cloud services were integrated’ (Jigsaw Customer Research, 28 September 2026, page 27, paragraph 118, and 
section ‘Customer experience of the digital activities as a group’); the section above, on how the digital activities are 
offered as a technically integrated ecosystem, describing what the key technical links are (‘section ‘The technically 
integrated nature of Microsoft’s offering across these digital activities’); the sections on reducing operational complexity 
and employee skills and familiarity include evidence describing advantages arising from technical integration, as this 
integration supports those other benefits (sections ‘Reducing operational and administrative complexity’ and ‘Employee 
skills and familiarity’). 
474 Jigsaw Customer Research, 28 September 2026, page 7, paragraph 18. 
475 Jigsaw Customer Research, 28 September 2026, page 8, paragraph 20. 
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them or a factor in choosing Microsoft business software products.476 For example, 

one customer said that integration with Microsoft products is important to the 

organisation and that the strength of tying them all into the same ecosystem is a 

key reason for purchasing Microsoft products.477 Another customer said that it is 

deeply invested in the Microsoft ecosystem and is not aware of an alternative that 

offers the same full stack or level of integration.478 

4.255 In addition, some customers mentioned IAM as the main technical link enabling 

use of the digital activities in combination.479 For example, one customer said that 

identity services represent the principal point of connection between Windows 

Server and SQL Server infrastructure and the wider Microsoft estate, adding that a 

common directory and identity layer provides consistency across products and 

services from an operational perspective.480 481 

4.256 While integration was commonly described as an important reason to use 

Microsoft products, its importance varied across different combinations of digital 

activities, reflecting both customer heterogeneity and differences in levels of 

technical integration between particular subsets of products.482  

4.257 For example, our customer research report said: ‘A few participants felt some 

elements of the ecosystem could more readily be swapped, for example, using 

alternative AI tools like Claude instead of Copilot, but still cited integration work 

and operational risk as blockers.’483 In addition, one of the customers cited above 

who described IAM as a particularly important link across the group also said that, 

 
 
476 Note of call with [] on []; Note of call with [] on []; Note of call with [] on []; Note of call with [] on []; 
Note of call with [] on [].  
477 Note of call with [] on []. 
478 Note of call with [] on []. 
479 Relatedly, the Jigsaw customer research report states that ‘Organisations using Active Directory and/or Entra ID 
described running Windows Server as a necessary part of ensuring these important workloads were integrated into their 
ecosystem’. (Jigsaw Customer Research, 28 September 2026, pages 78, paragraph 287.) See also, page 79, 
paragraphs 289-290, stating that the two most common use-cases for Windows Server, were underpinning SQL Server 
(‘by far the most common workload mentioned’) and for identity and core infrastructure management (‘The interplay 
between Entra ID, Active Directory and Azure meant that for many organisations Windows Server was felt to be the only 
realistic choice.’). 
480 Note of call with [] on []. 
481 We note that there were sometimes varying views on the extent to which technical links via IAM applied in all 
architectures. One customer said that Active Directory and Entra provide a common identity layer across servers, 
applications and user environments, creating a strong connection between infrastructure products such as Windows 
Server and SQL Server and Microsoft's broader productivity and security ecosystem. However, this customer explained 
that there was a difference between ‘legacy’ and ‘modern’ technology architectures in this regard. Many legacy 
environments remained closely tied to Active Directory. However modern architectures would increasingly use SaaS 
applications and use Entra ID as a cloud-based identity provider, with less reliance on Active Directory and fewer direct 
dependencies between identity services and backend infrastructure. It said that substituting Entra ID with an alternative 
provider could be more straightforward in modern architectures than in legacy environments where applications are more 
tightly integrated with Microsoft identity services.( Note of call with [] on []). We note in this regard that, as set out in 
Appendix A, sub-section ‘Ability to switch at transition from on premises to cloud’ within section ‘Market power 
assessment - Server OS’, many customers do still include on-premises workloads as part of their business software 
environments 
482 We note in this regard, Microsoft’s submission on the extent to which Windows Server and SQL Server are purchased 
alongside the other digital activities, set out above at section ‘Submissions on grouping’. 
483 Jigsaw Customer Research, 28 September 2026, page 33-34, paragraph 154.  
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besides this link, it does not view SQL Server and Windows Server as being 

strongly integrated with the wider Microsoft ecosystem.484  

Competitor perceptions on the use of the digital activities in combination 

4.258 The evidence we have seen to date from alternative business software providers 

is consistent with the customer evidence set out above. It shows that competitors 

perceive themselves to be competing against a wider Microsoft ecosystem, in 

addition to (or sometimes rather than) competing just at the level of an individual 

digital activity, because of the integration and commercial bundling across 

Microsoft products. 

(a) One provider said that it ‘competes with Microsoft at both the individual 

Digital Activity level and the Business Software Ecosystem level,’ adding that 

in its experience in Server OS, ‘customers considering OS purchases are 

usually considering broader platform changes that impact other aspects of 

their IT infrastructure such as applications’ and that ‘generally, Microsoft 

emphasizes its broad cloud ecosystem, developer tools, Windows 

integration, and enterprise productivity integration.’485  

(b) Another provider said that while it ‘seeks to compete with Microsoft at an 

individual Digital Activity level, it is difficult to do so effectively given 

Microsoft’s approach of locking customers into its Business Software 

Ecosystem.’486 

4.259 According to alternative providers, technological lock-in can arise where 

Microsoft’s products are designed around interdependencies across its broader 

ecosystem, such that switching away from an individual component – including 

identity – may require customers to unwind integrations and dependencies across 

their wider environment. As a result, the architecture can make Microsoft products 

particularly convenient, and in some cases more fully functional, when used 

together.  

(a) One provider said: ‘The architecture is not neutral: it is built so that each 

Microsoft product works best, and in many cases only works fully, with other 

Microsoft products as the underlying infrastructure.’487 

(b) Another provider considers that Azure and Microsoft’s broader software 

ecosystem can strengthen SQL Server’s competitive position for some new 

cloud RDBMS workloads, particularly where customers are seeking 

architectural consistency within an existing Microsoft estate. Customers may 

 
 
484 Note of call with [] on []. 
485 [] response dated [] to section 69 notice dated []. 
486 [] response dated [] to section 69 notice dated []. 
487 [] response dated [] to section 69 notice dated []. 
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value the ability to use database services alongside identity management, 

monitoring, development tooling, analytics and operational processes that 

are closely aligned with Microsoft technologies they already deploy. This can 

simplify implementation, administration, governance and support, particularly 

for organisations that have already standardised on Microsoft 

technologies.488 

4.260 The same integration benefits may also give Microsoft an advantage in security.  

(a) A security software provider, observed that, notwithstanding Microsoft’s 

increased interoperability between Entra, Defender and Sentinel, Microsoft’s 

security products remain deeply integrated with the products it controls, 

including Windows client and server operating systems, its productivity suite, 

directory and identity layer, and database and cloud platforms. This 

integration can draw on privileged, first-party access to operating-system and 

productivity layers, including native telemetry, default-on functionality and 

signals that may not be available to third-party providers on equivalent terms. 

This provider considers that this can create a convenience and access 

asymmetry that third-party security providers cannot fully replicate.489 

(b) Another security software provider, said that ‘in the case of Active Directory 

and Entra ID, closer integration with other Microsoft business software such 

as Windows Server results in certain capabilities only being available to 

customers that deploy the products alongside other Microsoft software’490 

and that ‘Defender is built directly into the Windows kernel and its security 

telemetry feeds natively into Microsoft’s productivity suite (including Microsoft 

Exchange and Office 365)’.491 

4.261 Taken together, this evidence is supportive of the customer evidence, suggesting 

that the integration and commercial bundling of Microsoft’s products across 

identity, operating systems, productivity and security can generate benefits for 

customers already using Microsoft technologies, while potentially increasing the 

costs or complexity of switching individual components of the stack to competing 

products. Moreover, because of these interlinkages, alternative providers see 

themselves as competing against a wider Microsoft ecosystem or platform. 

Conclusion on grouping 

4.262 In our provisional view, the evidence we have seen to date in the round supports 

grouping the five digital activities under section 3(3)(b) of the Act, because they 

can be used in combination with each other to fulfil the specific purpose of 

 
 
488 [] response dated [] to section 69 notice dated []. 
489 [] response dated [] to section 69 notice dated []. 
490 [] response dated [] to section 69 notice dated []. 
491 [] response dated [] to section 69 notice dated []. 
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providing a business software environment in which organisations can manage 

and secure users, devices, compute resources, applications and data, and users 

can access, create, record, communicate and manage business information. 

4.263 We have exercised our discretion to group these five digital activities under section 

3(3)(b) of the Act because this reflects the reality, described above, of how these 

activities together form an integrated package of complementary Microsoft 

business software. Assessing the digital activities in isolation would fail to capture 

how Microsoft’s integration and ecosystem advantages reinforce its position 

across digital activities and can compound barriers to effective competition.  

4.264 Accordingly, it is appropriate, for the purposes of arriving at an assessment of 

SMS under the Act, to consider the five digital activities together, reflecting their 

interlinkages. The grouping of these activities as the Business Software 

Ecosystem provides the framework necessary to reflect the real-world operation of 

these Microsoft services and content, taking account of how Microsoft offers and 

customers consume these products in practice. 

4.265 Grouping is also appropriate because important ecosystem effects arise from the 

way in which these activities operate within the same organisational IT 

environment. These effects, including the complementarities and 

interdependencies between the activities, are more appropriately captured by 

considering the activities together than by treating each as an entirely separate 

digital activity. Assessing the activities collectively therefore provides a more 

accurate basis for considering the competitive conditions relevant to the exercise 

of the CMA’s functions under the Act.  

The digital activity is linked to the UK 

4.266 The CMA may designate an undertaking as having SMS in respect of a digital 

activity carried out by the undertaking where the CMA considers that the digital 

activity is ‘linked to the UK’.492 

4.267 A digital activity is linked to the UK if:493 

(a) the digital activity has a significant number of UK users;494 

(b) the undertaking that carries out the digital activity carries on business in the 

UK in relation to the digital activity; or 

 
 
492 Section 2(1)(a) of the Act. 
493 Section 4 of the Act. 
494 There is no quantitative threshold for how many UK users can be considered ‘significant’: the CMA’s assessment may 
consider the firm’s absolute position and/or the number of UK users it has relative to other undertakings (CMA194, 
paragraph 2.22). 
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(c) the digital activity or the way in which the undertaking carries on the digital 

activity is likely to have an immediate, substantial and foreseeable effect on 

trade in the UK.  

4.268 Based on the evidence we have seen to date, we provisionally find that each of 

the conditions in the Act (any one of which would suffice) is satisfied and therefore 

that Microsoft’s provision of its Business Software Ecosystem is linked to the UK.  

4.269 Microsoft’s Business Software Ecosystem has a significant number of UK users 

based on a range of indicative measures: 

(a) In 2025, approximately Microsoft had around [1-2] million UK organisational 

customers across the grouped activities.495  

(b) PSS: There were, on average, [10-20] million paid active users of Microsoft’s 

productivity software in Office 365 in the UK, each month, in 2025.496 

(c) PC OS: There were, on average, [20-30] million active devices of 

organisational customers, using Microsoft’s Windows 10 and Windows 11 PC 

OS in the UK, each month, in 2025.497 

(d) Server Operating System: Microsoft’s Windows Server accounted for [30-

40] % of operating system usage on Azure by vCore hours in the UK in 

2025;498 

(e) RDBMS: Microsoft’s SQL Server accounted for [60-70]% of all RDBMS 

related vcore hour usage on Azure for new Azure customers in 2025 in the 

UK (that is, only [30-40]% of vcore hours were related to rival RDBMS 

products).499;  

(f) Security Software: There were on average, for example, [20-30] million UK 

organisational users of Entra ID, [10-20] million UK organisational users of 

Defender and [10-20] million UK organisational users of Intune in 2025.500 

 
 
495Mean monthly paid users of organisation customers of Microsoft’s Business Software Ecosystem in the UK, 2025, 
based on [] to [] to section 69 notice dated []. 
496 See Appendix B. CMA Analysis of Microsoft data concerning paid usage of Office365, Microsoft’s response dated [] 
to section 69 notice dated [].  
497 See Appendix B. CMA Analysis of Microsoft data concerning usage of Windows operating system by Organisational 
customers. Microsoft’s response dated [] to section 69 notice dated []. 
498 See Appendix B. CMA analysis of Microsoft data concerning UK commercial customer usage of Azure Virtual 
Machines deployed through IaaS. Microsoft’s response dated [] to section 69 notice []. 
499 Microsoft’s response dated [] to section 69 notice dated []. As noted below, Microsoft were unable to provide 
detailed usage data for non-SQL Server RDBMS on Azure. The vcore hour usage comparison in this paragraph is based 
on Microsoft’s attempt, on a best-efforts basis, to use financial data to present Azure non-SQL RDBMS usage on a 
comparable vcore-equivalent basis. Microsoft’s response dated [] to follow up questions to section 69 notice dated 
[]. 
500 See Appendix B. CMA analysis of Microsoft data concerning monthly defended users of Entra ID, Intune and 
Defender Microsoft’s response dated [] to section 69 notice dated []. 
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These form the core of the security functionality provided by Microsoft’s 

Security Software.501 

4.270 Microsoft carries out business in the UK in relation to the provision of its Business 

Software Ecosystem. In 2025, the value of revenues generated in the UK 

amounted to the following: 

(a) PSS: $[4-5] billion502 

(b) PC OS: $[0.5–1] billion503 

(c) Server Operating System: $[0.5–1] billion504 

(d) RDBMS: $[1–2] billion505 

(e) Security Software506: $[0.5–1] billion.507 

4.271 The way in which Microsoft carries on its Business Software Ecosystem is likely to 

have an immediate, substantial and foreseeable effect on trade in the UK. 

Microsoft’s Business Software Ecosystem is core to the IT environment of UK 

businesses and the public sector, as illustrated by the user numbers mentioned 

above. 

 

 

 
 
501 See above section on Security Software digital activity 
502 See Appendix B. CMA Analysis of Microsoft data concerning PSS revenue including Office365 revenues derived from 
both hosted online offerings and Office on-premises offerings and Microsoft 365 Copilot subscriptions. Microsoft’s 
response dated [] to section 69 notice dated [] Microsoft’s response dated [] to section 69 notice dated [] and 
Microsoft’s response dated [] to section 69 notice dated []. 
503 See Appendix B. Rounded figure. CMA Analysis of Microsoft data concerning UK revenue from sales of PC OS. We 
expect that this figure understates Microsoft’s PC OS revenues in the U.K. as it excludes sales via OEMs. As per 
appendix B, in 2025, OEM sales accounted for 48.7% of Microsoft’s global PC OS revenues. Based on [] to Microsoft’s 
response dated [] to section 69 notice dated []. 
504 CMA analysis of Microsoft data concerning Server OS revenues. [] Microsoft's response dated [] to follow up 
questions dated [] to section 69 notice dated [] and Microsoft’s response dated [] to section 69 notice dated []. 
Microsoft’s response dated [] to section 69 notice dated []. 
505 CMA calculations based on Microsoft’s response dated [] to section 69 notice dated []. 
506 The revenue estimated is limited to Entra, Intune and Defender products. 
507 See Appendix B. CMA analysis of Microsoft data concerning standalone revenues based on sales of IAM (eg Entra ID 
and excluding Active Directory), EDR/XDR (eg Defender) and UEM/EDM (eg Intune) software and data concerning the 
proportion of users that license security products either as a standalone product or as part of a productivity suite. 
Microsoft’s response dated [] to section 69 notice dated []; Microsoft’s response dated [] to section 69 notice 
dated []; Microsoft’s response dated [] to section 69 notice dated []. 
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5. SEMP ASSESSMENT 

Summary 

This chapter sets out our assessment of whether Microsoft’s business software ecosystem 

has substantial and entrenched market power (SEMP). We set out the framework for our 

assessment and then our provisional findings. 

As explained in our Guidance, where the CMA groups two or more of a firm’s digital 

activities and the products within them into a single digital activity, the SMS assessment 

will relate to the grouped digital activity as a whole.  

In structuring that assessment in this case, we have considered evidence relevant to 

Microsoft’s market power in each of the individual five digital activities. Our assessment of 

Microsoft’s market power in the grouped activity for the purpose of any designation 

considers those individual assessments in the round and how the interlinkages between 

the activities may mutually reinforce Microsoft’s position across its Business Software 

Ecosystem.  

Digital activities 

We have provisionally found that Microsoft has substantial market power in each of the 

individual digital activities.  

• For each of PC OS, PSS and Security Software, Microsoft is by far the largest provider 

to UK customers. Its position in each of these digital activities is reinforced by a number 

of barriers to competition, including the integration and interoperability across its 

products, its commercial bundling practices, the broad range of its products (which 

other providers are unable to match), network effects and a range of other costs (albeit 

the exact importance of these barriers varies for each digital activity). Although there 

are alternative providers in each of these digital activities (eg Apple for PC OS, Google 

for PSS and standalone PSS and Security Software providers), they impose only a 

limited competitive constraint on Microsoft. Consistent with the barriers to competition 

we have identified, these providers are significantly smaller than Microsoft and are 

differentiated, in many cases being used as complements rather than substitutes to 

Microsoft’s PC OS, PSS and Security Software. 

• Microsoft is also the largest provider by revenue of both Server OS and RDBMS with its 

Windows Server and SQL Server products both generating significant revenues and 

growing. In Server OS and RDBMS existing workloads, Microsoft’s customers are 

largely locked in, including those in or migrating to the cloud, for the lifetime of these 

workloads which is typically for multiple years. Therefore, Microsoft faces limited 

competition for existing Windows Server and SQL Server workloads (which its 

revenues indicate are significant in scale and value) and as a result, a large part of 
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Microsoft’s annual revenues from Windows Server will relate to workloads for which it 

faces very limited competition. There is more scope for competition for new workloads. 

However, even here the competition is limited. In Server OS the fundamental 

differences between Windows Server and Linux mean that they are largely suited to 

different use cases. Therefore, Linux poses a limited constraint for new Server OS 

workloads that are well-suited to Windows Server, and vice versa. In RDBMS product 

differentiation and application compatibility as well as ecosystem advantages also 

mean that choice is limited. 

The persistence of Microsoft’s position in each digital activity and the scale of the barriers 

to competition mean that significant changes in the competitive dynamics would be 

required to eliminate Microsoft’s substantial market power in each digital activity. As part of 

our forward-looking assessment for each of these digital activities, we have considered a 

range of factors (some specific to individual digital activities) including the potential impact 

of greater integration of AI and the growth of cloud workloads.  

Our provisional view is that there is no clear and convincing evidence of expected or 

foreseeable developments that are likely (whether individually or in combination) to be 

sufficient in scope, timeliness and impact to eliminate Microsoft’s substantial market power 

in the provision of these digital activities over the next five years. 

Business Software Ecosystem 

Taking our assessments for each of the five digital activities in the round, including the 

interlinkages between them, our provisional view is that Microsoft has substantial market 

power in its Business Software Ecosystem. 

Microsoft’s position in each digital activity mutually reinforces its position across its 

Business Software Ecosystem with barriers to effective competition in individual digital 

activities compounding when customers work with more than one. A consequence of this 

is that, considering Microsoft’s market power in its individual digital activities only would 

miss its key strength which is to offer an integrated suite of products which is broader than 

that of its competitors. 

We have identified four main categories of barriers to competition which apply across 

Microsoft’s Business Software Ecosystem: technical integration and interoperability 

between digital activities; commercial bundling; network effects; and customer-side 

frictions. Each of these strengthens Microsoft’s position and weakens the competitive 

constraint from alternative providers in individual digital activities. 

While some alternative providers of business software offer products in multiple digital 

activities, Google is the only one that competes with Microsoft in each digital activity. 

However, as shown in each of the relevant digital activity assessments, Google has a 

considerably smaller position than Microsoft in each and generates substantially lower 

revenues from Google Workspace than Microsoft does from its M365 bundles. There is 



 Official   

 

109 

also a significant degree of differentiation between Microsoft and Google and Google faces 

some of the same barriers to competition we have identified which limits the competitive 

constraint on Microsoft from competition with Google across the digital activities. 

Using a set of standalone products from different providers as an alternative to Microsoft’s 

Business Software Ecosystem would require overcoming the commercial and integration 

disadvantages of using products from alternative providers across multiple digital activities 

which is likely to be even more challenging than doing so in one digital activity.  

Therefore, our provisional view is that the competitive constraint on Microsoft’s Business 

Software Ecosystem is limited and there are significant barriers to competition. This is 

consistent with our assessments for each of the individual digital activities and with other 

observed outcomes. In particular, we note that Microsoft has been highly profitable over 

the last ten years in absolute terms and its profit margin continues to increase. Its 

profitability, when measured as a percentage ROCE (return on capital employed), has 

been over 70% for the last nine years. We estimate that the digital activities in Microsoft’s 

business software ecosystem contribute 40-50% of Microsoft’s total global revenues and a 

majority share of Microsoft’s profits. We estimate that these high returns mean that 

Microsoft was able to earn profits in 2025 from its UK Business Software Ecosystem 

substantially in excess of a return based on our estimate of Microsoft’s cost of capital. 

In view of the significant barriers to competition and other observed outcomes, our 

provisional view is that Microsoft has substantial market power in respect of its Business 

Software Ecosystem.  

The persistence of its position and the scale of the barriers to competition are consistent 

with Microsoft’s substantial market power being entrenched. It also means that significant 

changes in the competitive dynamics would be required to eliminate Microsoft’s substantial 

market power. Therefore, we have assessed whether there are any expected or 

foreseeable developments that are likely (whether individually or in combination) to be 

sufficient in scope, timeliness and impact to eliminate Microsoft’s substantial market power 

in its Business Software Ecosystem over the next five years. 

We have considered a range of potential developments which could affect the position of 

Microsoft’s Business Software Ecosystem and in particular the potential implications of 

developments in AI. AI is a potential competitive threat to Microsoft to which it is 

responding. However, at this stage, as a result of the competitive advantages available to 

Microsoft and the investments it has made in its AI features and functionalities, Microsoft 

appears well placed to meet the needs of organisations that wish to use AI features and 

functionalities as part of the products included in its Business Software Ecosystem in the 

coming years. This is consistent with the fact that, in July 2026 Microsoft’s M365 Copilot 

Offerings were used by more than twice the number of UK organisational customers than 

any alternative. 
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Therefore, our provisional view is that there are no expected or foreseeable market 

developments that are likely (whether individually or in combination) to be sufficient in 

scope, timeliness and impact to eliminate Microsoft’s substantial market power in its 

Business Software Ecosystem over the next five years. 

Taking all of the evidence together, we have provisionally found that Microsoft has 

substantial and entrenched market power in respect of its Business Software Ecosystem.  

The framework for our assessment 

5.1 In order to designate an undertaking as having SMS, the undertaking must first be 

found to meet the SMS conditions in respect of the relevant digital activity, namely 

(i) substantial and entrenched market power (SEMP) and (ii) a position of strategic 

significance (POSS).508 

Substantial and entrenched market power 

5.2 The first SMS condition requires an assessment of a firm’s market power. This is 

largely an assessment of the available alternatives and the extent to which they 

provide a competitive constraint on the firm’s product or service. This includes 

alternatives available in the present and possibilities for entry and expansion.  

5.3 To assess whether an undertaking has substantial and entrenched market power 

in respect of a digital activity, the CMA must carry out a forward-looking 

assessment of a period of at least five years, taking into account developments 

that:   

(a) would be expected or foreseeable if the CMA did not designate the 

undertaking as having SMS in respect of the digital activity; and  

(b) may affect the undertaking’s conduct in carrying out the digital activity.509  

5.4 Our Guidance explains the approach we will take and the types of evidence we 

may draw upon in assessing the first SMS condition.510 In particular:  

(a) The underlying policy intent is that we should be satisfied that the 

undertaking’s power and influence in the digital activity is neither small nor 

transient, based on our consideration of competitive conditions.511  While 

‘substantial’ refers to the extent of market power and ‘entrenched’ is intended 

to ensure a firm is not designated where its market power is only transient, 

 
 
508 Section 2(2) of the Act. 
509 Section 5 of the Act. 
510 CMA194, paragraphs 2.50-2.65. 
511 Paragraph 109 of the Explanatory Notes explain in respect of the legal test under section 5 that: ‘(t)he underlying 
policy intent is that the CMA should be satisfied that the undertaking’s power and influence in the digital activity is neither 
small nor transient, based on their consideration of competitive conditions’. 
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our assessment of each element will typically draw on a common set of 

evidence.512  

(b) Where the CMA ‘groups’ two or more of the firm’s digital activities into a 

single digital activity, the SMS assessment will relate to the grouped activity 

as a whole. In practice, we may consider evidence relevant to market power 

of individual products and whether and how any interlinkages between these 

may contribute to market power across the digital activity; for example, 

whether the firm’s position in one activity in the group reinforces its position in 

another.513 

Substantial market power 

5.5 Market power arises where a firm faces limited competitive pressure and individual 

consumers and businesses have limited alternatives to its product or service, or 

even if they have good ones, they face barriers to shopping around and 

switching.514 It is often thought of as the power to price above competitive levels, 

but it can also relate to the extent to which a firm faces competitive pressures to 

raise quality and innovate.515  

5.6 Market power is ‘substantial’ when a firm does not face strong competitive 

constraints in respect of the digital activity.516  

5.7 The Act created a legal regime with a separate framework and purpose to that of 

the Competition Act 1998. It does not refer to dominance but instead adopts the 

test of ‘substantial and entrenched market power’.517 The frame of reference for 

that test is not a product and geographic market, established by a process of 

market definition, but instead the more flexible concept of a ‘digital activity’.518  

5.8 Microsoft’s Business Software Ecosystem comprises five individual digital 

activities, some of which include a number of products or applications. While in 

principle Microsoft may face stronger competitive constraints in relation to some of 

these products or applications than others, the question we are answering is 

whether Microsoft has substantial and entrenched market power in respect of its 

Business Software Ecosystem. 

5.9 That is the legal test that we have applied to the evidence. As our Guidance 

explains, this entails a case-specific assessment and there is no exhaustive list of 

 
 
512 CMA194, paragraph 2.54. 
513 CMA194, paragraph 2.65. See also paragraph 2.16. 
514 CMA194, paragraph 2.51. 
515 CMA194, paragraph 2.51 and footnote 43. 
516 CMA194, paragraph 2.55. 
517 Unlike other regimes: for example, the Communications Act 2003, which provides expressly that ‘significant market 
power’ is to be construed in the same way as the concept of dominance under the Competition Act 1998: section 78. 
518 CMA194, paragraphs 2.63-2.64. See also Explanatory Notes to the Act, paragraph 109: section 5 of the Act ‘does not 
require the CMA to undertake a formal market definition exercise as part of an SMS investigation’. 
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factors that must be present for a firm to have substantial market power.519 

Relevant evidence may include indicators such as the level and stability of shares 

of supply, the number and strength of competitive constraints to incumbent firms, 

profitability levels and levels of customer switching. The sources of market power 

may include supply-side factors (eg network effects, economies of scale and 

scope, integration into wider ecosystems) and demand-side factors (eg switching 

costs, behavioural biases, and the role of brand and reputation).520  

Entrenched market power 

5.10 Our Guidance explains that when carrying out the forward-looking assessment of 

entrenchment, we will consider developments that may affect the firm’s market 

power, including: (i) market developments such as emerging technology, 

innovation and new entrants; and (ii) regulatory developments.521 

5.11 We will not seek to make precise predictions about the likely development of the 

industry. Instead, we will consider whether relevant developments are likely to be 

sufficient in scope, timeliness and impact to eliminate the firm’s substantial market 

power.522 Where the CMA has found evidence that the firm has substantial market 

power at the time of the SMS investigation, and where there is no clear and 

convincing evidence that relevant developments will be likely to dissipate the firm’s 

market power, this will generally be supportive of a finding that market power is 

entrenched.523   

5.12 With any ex-ante assessment, there will necessarily be some uncertainty as to the 

future evolution of a sector. However, such uncertainty does not preclude the CMA 

from finding substantial and entrenched market power based on the evidence 

available to it when making its assessment.524  

5.13 As explained in our Guidance, our assessment of whether market power is 

entrenched starts with market conditions and market power as of now and 

considers expected and foreseeable developments over the designation period, as 

required by the Act.525 We consider what the sources of Microsoft’s market power 

have been, whether these are likely to remain in the future and whether Microsoft’s 

market power has endured through previous market developments.526    

5.14 Below we set out the evidence we have seen to date in relation to the SMS 

conditions and the provisional conclusions we draw from it. We take relevant 

 
 
519 CMA194, paragraph 2.55. 
520 CMA194, paragraph 2.53. 
521 CMA194, paragraph 2.59. 
522 CMA194, paragraph 2.60. 
523 CMA194, paragraph 2.62. 
524 CMA194, paragraph 2.58. 
525 CMA194, paragraphs 2.60 to 2.62. 
526 CMA194, paragraph 2.61. 
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points from Microsoft’s submissions into account in arriving at our proposed 

decisions which are based on the totality of the evidence, taken in the round and 

applying the balance of probabilities.527 

Approach to our assessment 

5.15 Offering a broad suite of business software products that work well together is 

central to Microsoft's commercial and marketing strategy, and it is the way it seeks 

to differentiate itself from other providers. This is reflected in our provisional 

decision to group individual digital activities into Microsoft’s Business Software 

Ecosystem. Our SMS assessment for the purposes of designation therefore 

relates to this group, incorporating evidence of market power in individual activities 

and how any relevant interlinkages may contribute to market power across the 

group. 

5.16 Consistent with the framework set out above, our assessment of Microsoft’s 

position in business software centres on whether customers have a choice of 

provider. This includes the extent to which: 

(a) Alternative providers are a sufficiently close alternative for Microsoft’s 

business software ecosystem – with customer choice more limited where 

alternative providers are differentiated from Microsoft; and 

(b) Customers can exercise that choice – with customers’ choice more limited 

where they face material switching costs or there are network effects. 

5.17 In considering the choice customers have, it is essential that we take account of 

the links between products in Microsoft’s Business Software Ecosystem: 

(a) While important, considering customers’ choice only in relation to individual 

digital activities would miss Microsoft’s key strength, which is to offer an 

integrated suite of products which is broader than that of its competitors.  

(b) Where customers purchase Microsoft’s products across more than one digital 

activity, barriers to effective competition in individual digital activities 

compound. As such, Microsoft’s market positions in each digital activity are 

mutually reinforcing. 

5.18 Overall, it is most appropriate to assess the competition constraints faced by 

Microsoft with reference to its Business Software Ecosystem, as opposed to for 

individual digital activities only. To do so, and as envisaged by our Guidance, we 

consider evidence relevant to Microsoft's market position in the individual 

products.528 We first summarise the evidence and our assessment of the 

 
 
527 CMA194, paragraph 2.80. 
528 CMA194, paragraph 2.65. 
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competitive constraints faced by Microsoft in respect of each of its digital 

activities.529 These assessments show that Microsoft faces limited competitive 

constraints within each digital activity due to a range of barriers that limit effective 

customer choice. Many of these barriers are common across Microsoft’s Business 

Software Ecosystem and are in part due to important technical and commercial 

links between Microsoft’s digital activities.  

5.19 We then assess whether Microsoft’s Business Software Ecosystem has 

substantial and entrenched market power as a whole. This brings together the 

evidence of the barriers to effective competition we identify for individual digital 

activities and considers how these barriers can compound where customers 

purchase across digital activities.  

5.20 We provisionally conclude that Microsoft holds substantial and entrenched market 

power over its Business Software Ecosystem. We provisionally find that the links 

between products in its ecosystem are important for an assessment of market 

power in the individual digital activities. As noted above, our Guidance does not 

require the CMA to make findings of substantial and entrenched market power in 

relation to the individual digital activities within a grouped activity. While the 

competitive constraints Microsoft faces for each digital activity vary, for the 

avoidance of doubt, the evidence we have seen to date also supports the 

provisional conclusion that Microsoft has substantial and entrenched market power 

in each of the individual digital activities.  

Competition in each digital activity 

5.21 This section presents our assessments of Microsoft’s market position in relation to 

each of the individual digital activities in turn considering: PC OS, PSS, Security 

Software, Server OS and RDBMS.530 In each case we first present an assessment 

of Microsoft’s current market power before considering evidence regarding any 

future developments which could affect that market power in the next five years.  

5.22 These individual assessments draw on Appendix A to this report which sets out, at 

a more detailed level, our consideration of the underlying evidence.  

Competition in PC OS 

5.23 Microsoft is by far the largest provider of PC OS. Our analysis shows that 

Microsoft has consistently been substantially larger than alternative providers of 

PC OS.531 Microsoft estimates that it has a global share of [70-80]% compared to 

[5-10]% and [0-5]% for Apple and Google respectively. Apple is the second largest 

 
 
529 A more detailed presentation of this evidence is presented in Appendix A. 
530 Microsoft submitted that it faces substantial competitive constraints across all five digital activities. Microsoft's 
response dated 04 June 2026 to invitation to comment dated 14 May 2026, paragraph 2.3. Microsoft.pdf  
531 See sub-section ‘Microsoft’s share of supply in PC OS’ in section ‘Market power assessment – PC OS’ of Appendix A. 

https://assets.publishing.service.gov.uk/media/6a3a3f9f25c5199bda11799a/Microsoft.pdf
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provider of PC OS but is considerably smaller than Microsoft. Microsoft’s PC OS 

had revenues [] times larger than those of Google’s PC OS globally in 2025 and 

this position has grown substantially since 2020.  

5.24 Microsoft’s very strong position is reinforced by several barriers to competition. 

These barriers are particularly important for Microsoft's existing customers, 

especially those buying products across Microsoft’s Business Software 

Ecosystem.532  

5.25 First, limitations to integration and interoperability when using third-party PC OS 

alongside products from across Microsoft’s Business Software Ecosystem create 

barriers to competition in PC OS. These limitations include reduced functionality of 

Microsoft’s PSS, Security Software, as well as Active Directory and Windows 

Server when using an alternative PC OS. Customers using other products in the 

Microsoft Business Software Ecosystem (often as part of historic on-premises IT 

setups) are more likely to choose Microsoft’s PC OS due to its interoperability with 

Microsoft’s other products. These factors limit the ability of alternative providers to 

provide equivalent functionalities to Microsoft’s PC OS and raise switching costs 

for customers.533 

5.26 Second, while Microsoft’s commercial bundling practices may benefit customers, 

they also create a barrier that alternative providers must overcome to attract 

customers away from Microsoft. Customers who buy Microsoft’s PC OS, PSS, and 

Security Software together account for [90-100]% of all revenue from these digital 

activities.534 Microsoft commonly bundles PC OS with both its PSS and Security 

Software and customers can use Enterprise Agreements to receive discounts 

when purchasing PC OS alongside a wider range of Microsoft products. This can 

influence customer choice as customers face the removal of bundle-wide 

discounts when seeking to switch to an alternative PC OS.535 

5.27 Finally, strong network effects which affect application availability and compatibility 

on competing PC OSs,536 together with a number of switching costs and risks 

(including the need to replace existing hardware when switching PC OS and lack 

of user familiarity) also limit competition from alternative PC OS providers.537  

5.28 Overall, these factors mean that switching away is costly and disruptive for 

customers, reducing their willingness to change provider and weakening the 

competitive constraint on Microsoft in PC OS. They can also affect the choices of 

 
 
532 These are likely to include larger, economically significant enterprise customers. See Chapter 4 ‘Grouping’. 
533 See sub-section ‘Limitations to technical integration and interoperability faced by alternative providers’ in section 
‘Market power assessment – PC OS’ of Appendix A. 
534 See sub-section ‘Customers that purchase specific combinations of digital activities’ in section ‘Customer data 
analysis’ of Appendix B.  
535 See sub-section ‘Commercial bundling practices’ in section ‘Market power assessment – PC OS’ of Appendix A. 
536 See sub-section ‘Network effects’ in section ‘Market power assessment – PC OS’ of Appendix A. 
537 See sub-section ‘Customer-side frictions’ in section ‘Market power assessment – PC OS’ of Appendix A. 
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new customers, eg because application availability will be a relevant consideration 

in a customer’s initial decision. 

Competition between Microsoft and alternative providers of PC OS 

5.29 Consistent with Microsoft’s existing scale and these barriers to competition, 

alternative providers of PC OS exert only a limited competitive constraint on 

Microsoft. Apple and Google are identified as the main alternatives to Microsoft. 

Apple and Google both recognise the very strong position of Microsoft’s PC OS.  

5.30 While Apple is likely Microsoft’s closest competitor in PC OS, it is significantly 

smaller than Microsoft and exerts only a weak constraint on Microsoft due to 

strong differentiation of its offer. In particular, Apple’s PC OS is exclusively 

supplied with its proprietary hardware and is not available for other devices. 

Apple’s PC OS may be more suitable and compete more strongly for specific 

users within organisations such as creative teams, acting more as a complement 

than a competitor to Microsoft for certain customers.538 Apple said [].  

5.31 Google also exerts only a weak constraint on Microsoft and has a much smaller 

number of customers for PC OS. It offers a cloud-first PC OS meaning most 

business applications must be accessed via a browser. Google’s PC OS may be 

more suitable and compete more strongly for specific use cases within 

organisations acting more as a complement than a competitor.539  

5.32 Finally, Microsoft submitted that it competes with Linux distributions as well as 

mobile and tablet OSs. 540 However, Linux distributions are very clearly 

differentiated from Microsoft’s PC OS and we have not seen evidence that they 

compete with Microsoft in PC OS for organisational customers to any meaningful 

extent.541 Similarly, while mobile and tablet OSs may be suitable alternatives to PC 

OSs for certain use cases such as for store workers, they are not typically 

considered an alternative to PC OS, but rather a complement to it.542 

Provisional conclusion on our assessment of Microsoft’s market power in 

PC OS  

5.33 In summary, we have provisionally found that Microsoft has substantial market 

power in PC OS. Microsoft has a substantially larger user base than any rival, with 

its internal documents estimating a global share of around [70-80]%, and with this 

position remaining stable for at least the past five years. Microsoft’s position is 

reinforced by significant barriers to competition, including application compatibility 

 
 
538 See sub-section ‘Apple’ in section ‘Market power assessment – PC OS’ of Appendix A. 
539 See sub-section ‘Google’ in section ‘Market power assessment – PC OS’ of Appendix A. 
540 [] response [] to section 69 notice []. 
541 See sub-section ‘Linux distributions’ in section ‘Market power assessment – PC OS’ of Appendix A. 
542 See sub-section ‘Mobile and tablet OSs’ in section ‘Market power assessment – PC OS’ of Appendix A.  
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concerns, user familiarity, hardware replacement costs and the actual or perceived 

loss of interoperability with other Microsoft products. Microsoft also benefits from 

integration with its wider Business Software Ecosystem, commercial bundling 

practices, and network effects that encourage software developers to prioritise 

Windows compatibility. While Apple and Google provide alternatives for some 

customers and use cases, these providers exert only a limited constraint on 

Microsoft. 

Expected and foreseeable developments in PC OS 

5.34 The persistence of Microsoft’s market position in PC OS and the scale of the 

barriers to competition described above are consistent with Microsoft having 

entrenched market power. In this context, significant changes in the competitive 

dynamics would be required to eliminate Microsoft’s substantial market power in 

the next five years.  

5.35 We have considered whether there are any expected or foreseeable 

developments likely to affect Microsoft’s market position in PC OS in the next five 

years. In particular, we have focused on the potential impact of greater integration 

of AI and a move from desktop to web-based applications. 

5.36 We have seen no clear and convincing evidence that current technology trends 

are likely to be sufficient in scope, timeliness and impact to eliminate Microsoft’s 

substantial market power in PC OS in the next five years.  

(a) While the development of AI and its integration into PC OS and hardware 

could impact competition, it does not seem likely to significantly diminish 

Microsoft’s position. This is because, although alternative providers are well 

placed to implement AI into their PC OS products, Microsoft appears equally 

well placed to do so. In addition, AI does not appear likely to reduce or 

remove the factors which support Microsoft’s strong position, as set out 

above including the importance of application compatibility, interoperability 

with Microsoft’s business software ecosystem, user familiarity and 

bundling.543 

(b) Web-based applications are not a new development in business software. 

Therefore, we consider that, if they were to significantly impact Microsoft’s 

PC OS market position, this would already be apparent. We have seen no 

evidence of such an impact.544 

5.37 Overall, we provisionally consider that there are no expected or foreseeable 

developments that are likely (whether individually or in combination) to be 

 
 
543 See sub-section ‘AI’ in section ‘Market power assessment – PC OS’ of Appendix A. 
544 See sub-section ‘Web-based applications’ in section ‘Market power assessment – PC OS’ of Appendix A. 
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sufficient in scope, timeliness and impact to eliminate Microsoft’s substantial 

market power in PC OS in the next five years. 

Competition in PSS  

5.38 Microsoft is by far the largest provider of PSS and [] times the size of its nearest 

rival Google in 2025, a position that has been stable since at least 2020.545 Our 

analysis shows that Microsoft’s share of revenues from organisational customers 

was [70-80]% in the UK and [60-70]% globally in 2025 when including Google and 

other alternative providers of PSS. 

5.39 Microsoft’s position in PSS is reinforced by several barriers to competition, 

including:  

(a) integration and interoperability across its products (both within PSS and with 

its wider Business Software Ecosystem);  

(b) Microsoft’s commercial bundling practices, for example from the sale of 

suites that combine applications, features, and functionalities within PSS and 

products in other digital activities; 

(c) being seen as the ‘default’ choice by customers particularly due to its 

widespread adoption which means that Microsoft benefits from network 

effects; and  

(d) the familiarity and skills users have with Microsoft’s PSS applications, 

features, and functionalities and other costs associated with switching to 

alternative providers.  

5.40 These factors are particularly important for Microsoft's existing customers, 

especially those buying products across Microsoft’s Business Software 

Ecosystem.546  

5.41 First, with regard to integration and interoperability,547 Microsoft told us that the 

integration of products within its suites delivers operational benefits (including a 

consistent user experience) and that interoperability with third-party solutions is 

supported by Microsoft Graph API, add-ins, connectors and other developer 

tools.548 However, the evidence we have seen to date shows that Microsoft’s PSS 

is deeply integrated and interoperable with other products in its Business Software 

Ecosystem in ways that alternative providers cannot match due to restricted 

 
 
545 See sub-section ‘Microsoft’s share of supply in PSS’ in section ‘Market power assessment – PSS’ of Appendix A. 
546 These are likely to include larger, economically significant enterprise customers. See sub-section ‘The extent to which 
products across these digital activities are purchased together: UK customer-level data analysis’ in section ‘Grouping’ of 
Chapter 4 ‘Digital Activities’. 
547 See sub-section ‘Limitations to integration and interoperability’ in section ‘Market power assessment – PSS’ of 
Appendix A.  
548 Microsoft’s response dated [] to section 69 notice [] and Microsoft's submission to the CMA dated []. 
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access to Microsoft-controlled APIs, interfaces and data; access to organisational 

data and context; and the native integration and default positioning of Microsoft 

products.549  

5.42 Second, with regard to commercial bundling practices,550 Microsoft submitted that 

its suites provide customer benefits through lower prices, reduced complexity and 

easier administration, while customers remain free to purchase standalone 

products or combine Microsoft services with third-party solutions.551 However, 

alternative providers of PSS told us that these practices also make it more difficult 

for them to attract customers away from Microsoft.  

5.43 We consider that this bundling reduces customers’ incentives to switch away from 

Microsoft’s PSS, creating an additional barrier that alternative providers must 

overcome to compete effectively. Customers who buy Microsoft’s PSS, PC OS, 

and Security Software together account for [90-100]% of all revenue from these 

digital activities.552 Customers often perceive Microsoft’s products to have little or 

no marginal cost when included in its popular M365 bundles (such as M365 E3 

and E5), so are encouraged to use them and are less likely to pay for a similar 

product from an alternative provider since this would involve duplication and 

additional cost.553 If customers switch from Microsoft products, they may also lose 

volume discounts under their Enterprise Agreements. 

5.44 As a consequence of the integration, interoperability, and commercial bundling 

barriers we have identified, Microsoft’s broader range of PSS products and its 

wider Business Software Ecosystem also affect the ability of third parties to 

compete with Microsoft. As a result, no individual provider can replicate Microsoft’s 

offer and if a customer were to attempt to use multiple alternative providers, they 

would need to overcome the commercial and integration disadvantages of doing 

so across a broad range of products which is likely to be more challenging than 

doing so for just one product.  

5.45 Third, the widespread adoption of Microsoft's PSS, its broad range of third-party 

application integrations, and the benefits of compatibility and collaboration with 

other organisations using Microsoft products, create network effects that are an 

additional barrier to competition that alternative providers must overcome.554 

5.46 Finally, Microsoft told us that switching away from its PSS is primarily a data 

migration exercise, with customers able to export data using standard tools and 

 
 
549 These include different authentication mechanisms, policies, and document and data classifications across 
applications from Microsoft and alternative providers. 
550 See sub-section ‘Commercial bundling practices’ in section ‘Market power assessment – PSS’ of Appendix A. 
551 Microsoft's submission to the CMA dated [] and Microsoft’s response dated [] to section 69 notice under DMCCA 
in the context of the CMA deciding whether to exercise its digital markets functions dated [], []. 
552 See sub-section ‘Customers that purchase specific combinations of digital activities’ of Appendix B ‘Customer data 
analysis’ 
553 Jigsaw Customer Research, paragraph 178, page 39. 
554 See sub-section ‘Network effects’ in section ‘Market power assessment – PSS’ of Appendix A. 
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APIs, use openly documented file formats, and switch individual applications while 

retaining others in PSS.555 However, the evidence we have seen to date shows 

that Microsoft’s existing customers face significant costs that deter them from 

switching to alternative providers.556 These costs arise from the need to retrain 

users and administrators, adapt existing business processes and workflows, 

manage complex data migration requirements, and overcome technical 

dependencies built around Microsoft products.  

5.47 Overall, these barriers to competition mean that customers find it costly and 

disruptive to switch away from Microsoft’s PSS, making customers unwilling to 

change provider and weakening the competitive constraint on Microsoft in PSS. 

These factors also affect potential new customers, making them more likely to 

choose Microsoft PSS. 

5.48 In combination, the above barriers limit the ability of alternative providers to 

compete with Microsoft, creating incentives for providers to differentiate their 

products, focussing on functionality that is particularly important to a subset of 

customers and/or developing a complementary product that is used alongside 

Microsoft’s PSS.  

Competition between Microsoft and alternative providers of PSS 

5.49 The combination of Microsoft’s existing scale and the barriers to competition we 

have identified above are consistent with Microsoft’s PSS having a strong position. 

However, Microsoft submitted that it faces strong and intensifying competition in 

PSS from both suite providers, such as Google Workspace, Zoom Workplace, 

Apple iWork, Zoho Workplace and Kingsoft, and standalone application providers, 

including Slack, Box and Zoom. Microsoft said it also faces competition to its M365 

Copilot Offerings from providers of AI features and functionalities including Google 

(Gemini), OpenAI (ChatGPT) and Anthropic (Claude). 557  

5.50 Therefore, we have considered the competitive constraint on Microsoft from: 

providers of productivity suites; providers of standalone applications; and providers 

of AI features and functionalities. As summarised below, the evidence we have 

seen to date shows that Microsoft only faces a limited competitive constraint in 

aggregate from these alternative providers of PSS. 

Providers of productivity suites  

5.51 Although Google is the second-largest provider of PSS in the UK, it provides a 

weak competitive constraint on Microsoft.558 While some customers identified 

 
 
555 Microsoft’s response [] to section 69 notice dated []. 
556 See section ‘Customer-side frictions’ in section ‘Market power assessment – PSS’ of Appendix A. 
557 Microsoft response to section 69 notice dated []. 
558 See section ‘Google Workspace’ in section ‘Market power assessment – PSS’ of Appendix A. 
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Google Workspace as an alternative to Microsoft’s PSS, customers also raised 

differences in functionality, integration with other Microsoft products, and migration 

and retraining costs, as factors that limit the attractiveness of switching to Google. 

Google also does not offer an equivalent range of products to Microsoft’s PSS. 

Google’s PSS is stronger among [], but weaker among []. Even those 

customers who do use Google PSS for most staff may also need to use some 

Microsoft PSS in order to collaborate with suppliers, partners or customers. 

5.52 Other providers of productivity suites (such as Apple iWork, LibreOffice, Zoho 

Workplace and Kingsoft) also pose a weak competitive constraint on Microsoft’s 

PSS amongst UK customers.559 They have different PSS deployment models and 

do not have an equivalent range of applications, features, and functionalities to 

Microsoft’s PSS. This means that Microsoft’s existing customers would need to 

integrate these suites with standalone applications in order to replicate the full 

functionality of Microsoft’s PSS; for this reason, other providers provide a weak 

competitive constraint on Microsoft’s PSS.  

Providers of standalone productivity applications 

5.53 Providers of standalone productivity applications (such as Slack, Box, Zoom, and 

Dropbox) pose a weak competitive constraint on Microsoft’s PSS. 560 These 

providers are unable to offer the same commercial and integration benefits across 

the broad range of PSS which Microsoft is able to offer while also facing a number 

of other barriers to competition. Therefore, standalone productivity products are 

typically adopted by customers only where they offer functionality that is 

particularly important for a customer’s specific use case (eg because it is 

differentiated from Microsoft’s offering and better suited to that specific use case). 

As a result, these providers are only an alternative for some, not all, customers. 

5.54 At times standalone providers have posed a potential competitive threat to 

Microsoft’s PSS, eg Zoom and Slack in communications and collaboration 

software. However, likely as a result of Microsoft being able to expand its product 

offering, as well as using its commercial and integration advantages, these threats 

have generally not been sustained, with rivals over time specialising in 

complementary use cases or serving specific groups of customers rather than 

competing directly with Microsoft.561  

5.55 In principle, a customer could use products from multiple standalone providers as 

an alternative to Microsoft’s PSS. However, this would require overcoming the 

 
 
559 See section ‘Other providers of productivity suites’ in section ‘Market power assessment – PSS’ of Appendix A. 
560 See section ‘Providers of standalone productivity applications’ in section ‘Market power assessment – PSS’ of 
Appendix A.  
561 For example, [] response dated [] to section 69 notice dated []; [] response dated [] to section 69 notice 
under DMCCA in the context of the CMA deciding whether to exercise its digital markets functions dated []; [] dated 
[] to section 69 notice dated []. 
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challenges involved in integrating and using products from alternative providers 

across multiple products which is likely to be more challenging than doing so for 

just one product. 

Providers of AI features and functionalities 

5.56 Providers of AI features and functionalities (such as Google (Gemini), OpenAI 

(ChatGPT), and Anthropic (Claude)) are potential competitive threats to 

Microsoft’s PSS.562 

5.57 As part of its PSS, Microsoft now also offers AI features and functionalities via its 

M365 Copilot Offerings and customer take up of Copilot is growing fast. In July 

2026, it was used by more than twice the number of UK organisational customers 

than any alternative.563  

5.58 This strong position reflects the M365 Copilot Offerings’ integration with other PSS 

applications, as well as the Microsoft Business Software Ecosystem (in particular 

Security Software) and its interoperability benefits, which cannot be matched by 

alternative providers of AI features and functionalities. Microsoft’s M365 Copilot 

Offering also benefits from being included in Microsoft’s PSS packages – with 

Copilot Chat included as part of most Office/Microsoft 365 subscriptions and M365 

Copilot included with other applications in scope of the PSS digital activity in the 

highest-tier frontier suite (Microsoft 365 E7) since March 2026.564 

5.59 However, while adoption of AI features and functionalities is growing quickly and 

Microsoft has established a strong position, usage remains substantially below the 

use of Microsoft's PSS.565 For example, our customer research shows that 

organisations will increase the use of AI in a staged and selective way through 

continued use of pilots and the testing of multiple alternatives will continue before 

scaling up given uncertainties around security and cost.566 

5.60 Therefore, at this stage we consider that there is significant uncertainty regarding 

how use of providers of AI features and functionalities will evolve and whether they 

will become a sustained and significant competitive threat to Microsoft’s PSS. We 

further consider the extent to which providers of AI features and functionalities 

 
 
562 See section ‘Providers of AI features and functionalities’ in section ‘Market power assessment – PSS’ of Appendix A. 
563 Microsoft’s M365 Copilot Offering used by ([3.5-4.0] million, July 2026); Gemini for Workspace ([1.5-2.0]million, May 
2026); Claude ([1.0-1.5] million, July 2026), and ChatGPT ([300,000-400,000], July 2026). CMA analysis of: Microsoft’s 
response dated [] to section 69 notice dated []; [] response dated [] to section 69 notice dated []; [] 
response dated [] to section 69 notice dated []; [] response dated [] to section 69 notice dated []. 
564 See sub-section ‘Microsoft’s M365 Copilot offerings’ in section ‘Productivity Software Suite’ of Chapter 4 ‘Digital 
Activities’. 
565 The [3.5-4.0] million monthly active users of Microsoft’s M365 Copilot Offerings by organisational customers in July 
2026 is a relatively small proportion of the [30-40] million monthly active users of Microsoft’s Word, Excel, PowerPoint 
and Outlook applications at UK organisational customers in December 2025 (the latest month of data currently available 
to us). Microsoft’s response dated [] to section 69 notice dated [] and Microsoft’s response dated [] to section 69 
notice dated []. 
566 Jigsaw Customer Research, paragraph 199, page 49, and paragraph 205, page 51. 
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might become a sustained competitive threat to Microsoft as part of our forward-

looking assessment below. 

Provisional conclusion on our assessment of the market power of 

Microsoft’s PSS 

5.61 In summary, we have provisionally found that Microsoft has substantial market 

power in respect of its PSS. Microsoft is more than [] times larger than its 

nearest competitor, Google, and this position has been stable for at least the past 

five years. Microsoft's position is supported by advantages including deep 

integration between applications, features, and functionalities within PSS and 

across its wider Business Software Ecosystem, commercial bundling practices, 

widespread adoption, and user familiarity. These factors make Microsoft the 

default choice for many organisations, particularly larger customers that rely on 

multiple Microsoft products. The same factors also increase switching costs by 

making migration costly and disruptive and by limiting alternative providers' ability 

to replicate Microsoft's functionality and interoperability benefits.  

5.62 While productivity suites, standalone applications and AI-enabled offerings provide 

alternatives for some customers, they typically compete only in specific use cases 

or are used alongside Microsoft's products. Accordingly, these alternatives impose 

only a limited competitive constraint on Microsoft across PSS as a whole. 

Expected and foreseeable developments in PSS 

5.63 The persistence of Microsoft’s position in PSS and the scale of the barriers to 

competition described above are consistent with Microsoft having entrenched 

market power. In this context, significant changes in the competitive dynamics 

would be required to eliminate Microsoft’s substantial market power in the next five 

years.  

5.64 We have considered whether there are any expected or foreseeable 

developments likely to affect Microsoft’s market position in PSS in the next five 

years.  

5.65 Microsoft submitted that the competitive pressure it faces in PSS is likely to grow 

over the next five years as generative AI accelerates innovation; and that these 

developments will lower barriers to entry, could shift user activity from traditional 

productivity applications to AI assistants and agents, and require it to keep 

investing heavily in AI capabilities, including Copilot in Microsoft 365 and AI 

agents, to retain and attract customers.567 

 
 
567 Microsoft’s response dated [] to section 69 notice dated [].  
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5.66 Therefore, we have focused on the potential impact from the provision of AI 

features and functionalities on competition in PSS. This could include: 

(a) Providers of productivity suites and standalone productivity applications could 

strengthen their offering through the integration of AI features and 

functionalities such that they become a stronger competitive constraint on 

Microsoft and induce customers to switch away from Microsoft's PSS.568 

(b) Providers of AI features and functionalities expanding their offerings to 

include productivity functionalities,569 or developing agentic AI that enables 

users to complete productivity tasks without relying on traditional productivity 

applications such that they become a strong competitive constraint on 

Microsoft and induce customers to switch away from Microsoft's PSS.570  

5.67 We have seen no clear and convincing evidence that current technology trends 

are likely to be sufficient in scope, timeliness and impact to eliminate Microsoft’s 

substantial market power in PSS in the next five years.571 

5.68 First, as set out above, while customers’ adoption of AI features and functionalities 

is growing quickly, it remains substantially below the use of Microsoft’s PSS. 

Furthermore, customers are likely to continue trialling and testing AI features and 

functionalities from multiple providers before deciding on wider deployment, and 

use is likely to increase in a staged and selective way given uncertainties around 

security, governance and cost. As a result, it is uncertain whether providers of AI 

features and functionalities will develop into a sustained and significant 

competitive threat to Microsoft’s PSS in the next five years. 

5.69 Second, alternative providers of PSS and AI features and functionalities told us 

that they did not expect to be able to compete more strongly with Microsoft over 

the next five years due to the barriers to competition they face in PSS. These 

include Microsoft’s commercial bundling practices, the integration of Microsoft’s 

M365 Copilot Offerings with products in PSS and its other products, and the 

limitations to interoperability between Microsoft products and third-party 

applications.  

5.70 Third, these competitive advantages available to Microsoft are evident in the 

strong adoption of M365 Copilot Offerings by organisations in the UK. Resellers 

told us that, as Copilot and agentic AI become embedded within existing 

workflows, the costs of switching to alternative providers of AI features and 

functionalities would increase. The increased adoption of Microsoft’s M365 Copilot 

Offerings by customers could therefore reinforce the position of Microsoft's PSS 

 
 
568 For example, Google including Gemini in Workspace or Salesforce embedding Einstein AI in Slack. 
569 For example, OpenAI’s addition of document, spreadsheet and presentation capabilities directly within ChatGPT. 
570 For example, Anthropic’s Claude creating documents and presentations from natural language prompts. 
571 See section ‘Expected and foreseeable developments in PSS’ in section ‘Market power assessment – PSS’ of 
Appendix A. 
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due to its integration with the Microsoft business software ecosystem as well as 

the compliance and security benefits to customers of using Microsoft’s M365 

Copilot Offerings.  

5.71 Finally, we note that Microsoft's commercial relationships with OpenAI and 

Anthropic may reduce their incentive to compete directly with Microsoft in PSS. 

Customers can access OpenAI and Anthropic models through Microsoft's M365 

Copilot Offerings, allowing them to obtain advanced AI capabilities without 

adopting products offered by these alternative providers of AI features and 

functionalities. Customers can also install add-ins for ChatGPT or Claude to use 

them alongside Microsoft productivity applications, enabling organisations to use 

them as a complement to Microsoft’s PSS offering rather than a replacement for it.  

5.72 Our provisional view is that there are no expected or foreseeable developments 

that are likely (whether individually or in combination) to be sufficient in scope, 

timeliness and impact to eliminate Microsoft’s substantial market power in the 

provision of its PSS in the next five years. Moreover, we provisionally consider that 

Microsoft’s position in PSS is likely to be further strengthened by foreseeable 

market developments. Evidence from alternative providers suggests that 

Microsoft’s existing advantages, including ecosystem integration, distribution and 

interoperability frictions, will continue to be an important competitive strength for 

Microsoft as organisations increase their use of AI features and functionalities. 

These competitive advantages available to Microsoft are evident in the strong 

adoption of M365 Copilot Offerings by organisations in the UK, which is 

substantially higher than other providers of AI features and functionalities. 

Competition in Security Software 

5.73 Microsoft is by far the largest provider of Security Software to UK organisational 

customers. Microsoft’s share of supply in the UK was [60-70]% in 2025, about [] 

times the size of the next largest alternative provider, and this position has been 

stable since at least 2020.572  

5.74 The position of Microsoft’s Security Software is reinforced by several barriers to 

competition, including: 

(a) integration and interoperability across its products (both within Security 

Software and with its wider Business Software Ecosystem). For example, 

Entra ID is a mandatory authentication layer for Microsoft 365 cloud users 

and Active Directory is required for on-premises authentication in ‘hybrid 

environments’.573 As a result, customers’ choice of Security Software is 

 
 
572 See section ‘Microsoft’s share of supply in Security Software, Security Software Appendix A.  
573 See section ‘IAM-related integration’ Chapter 4 Digital activity. 
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strongly influenced by their use of PC OS and PSS, and Microsoft has very 

strong positions in these digital activities; 

(b) Microsoft’s commercial bundling practices, for example from the sale of 

suites that combine its Security Software and products in other digital 

activities;  

(c) being seen as the ‘default’ choice by customers partly due to its widespread 

adoption which means that Microsoft’s Security Software benefits from 

indirect network effects; and  

(d) the familiarity and skills users have with Microsoft’s Security Software, as 

well as other costs associated with switching to alternative providers. 

5.75 These factors are particularly important for Microsoft's existing customers, 

especially those buying products across Microsoft’s Business Software 

Ecosystem.574  

5.76 First, with regard to integration and interoperability,575 Microsoft said that its 

products were interoperable through commonly used mechanisms, such as 

documented APIs, and that Microsoft 365 and related workloads are designed to 

accept third-party security products.576 However, evidence we have seen to date 

shows there are limitations to integration and interoperability with Microsoft’s 

Security Software and products in its Business Software Ecosystem. These 

include alternative providers having unequal access to Microsoft controlled APIs 

and telemetry, as well as the deep integration between Microsoft products in its 

Business Software Ecosystem.  

5.77 Customers told us that the cohesive interaction of Security Software and 

productivity tools (eg Entra ID for single sign on across Microsoft 365 applications) 

makes it easier to manage security.577 These factors increase the attractiveness of 

Microsoft’s Security Software offering, limit alternative providers’ ability to replicate 

the functionality of Microsoft’s security products, and raise switching costs for 

customers. 

5.78 Second, with regard to commercial bundling practices,578 Microsoft submitted that 

its Security Software products can be purchased as part of a suite or on a 

standalone basis.579 It said that suites are standard and lower prices and 

complexity for companies.580 However, overall the evidence we have seen also 

 
 
574 These are likely to include larger, economically significant enterprise customers. See Chapter 4 ‘Grouping’. 
575 See section ‘Limitations to integration and interoperability faced by alternative providers’, Security Software Appendix 
A. 
576 Microsoft’s response dated [] to section 69 notice dated []. 
577 Jigsaw Customer Research, 28 September 2026, page 74, paragraph 267-268.  
578 See section ‘Commercial bundling practices’, Security Software Appendix A. 
579 Microsoft's submission to the CMA dated []. 
580 Note of meeting with Microsoft []. 
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shows that Microsoft’s commercial bundling creates a barrier for alternative 

providers competing effectively.  

5.79 Customers who buy Microsoft’s Security Software, PSS and PC OS together 

account for [90-100]% of all revenue from these digital activities.581 Microsoft 

includes Security Software in its most popular bundles (M365 E3, E5 and E7), 

alongside PSS and PC OS products. As Microsoft’s Security Software products 

are often perceived as having little or no marginal cost, this encourages adoption 

of additional Microsoft products and can increase switching costs and make it 

more difficult for alternative providers to attract customers away from Microsoft.  

5.80 As a consequence of the integration, interoperability, and commercial bundling 

barriers we have identified, Microsoft’s broader range of Security Software 

(relative to many of the alternative providers) and the breadth of its Business 

Software Ecosystem also affect the ability of third parties to compete. As a result, 

no individual provider can replicate Microsoft’s offer and if a customer were to 

attempt to use multiple alternative providers, they would need to overcome the 

commercial and integration disadvantages of doing so across a broad range of 

products which is likely to be more challenging than doing so for just one product. 

5.81 Third, the widespread adoption of Microsoft's Security Software, and its large 

number of third-party integrations, create indirect network effects that are an 

additional barrier to competition that alternative providers must overcome.582 

5.82 Finally, Microsoft submitted that customers can switch between individual security 

products, and have the ability to mix and match if they so choose.583 However, the 

evidence we have seen to date shows that customers face a number of barriers to 

switching to alternative Security Software providers.584 The widespread use of 

Microsoft’s products relative to others means that time and cost are required to 

integrate new products and re-train staff. Some customers have concerns around 

interrupted security protection during the transition to a new provider.  

5.83 These factors make switching away from Microsoft’s Security Software costly and 

disruptive for customers which reduces their willingness to change provider. They 

can also influence the choices of new customers, for example because the 

widespread use of Microsoft’s products means that staff are more likely to be 

familiar with its Security Software, and therefore the costs of adopting Microsoft’s 

Security Software are likely to be lower.  

5.84 In combination, our provisional view is that the above barriers limit the ability of 

alternative providers to compete with Microsoft, creating incentives for providers to 

 
 
581 See Customer Data Analysis Appendix B. 
582 See section ‘Network effects’, Security Software Appendix A. 
583 Microsoft’s response dated [] to section 69 notice 26 May 2026, []. 
584 See section ‘Customer-side frictions’, Security Software Appendix A. 
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differentiate their products, focussing on functionality that is particularly important 

to a subset of customers and/or developing a complementary product that is used 

alongside Microsoft’s Security Software.  

Competition between Microsoft and alternative providers of Security 

Software 

5.85 Microsoft submitted that CrowdStrike, Palo Alto Networks, Okta and Ping Identity 

were some of its rival providers in Security Software, with Google being its most 

significant competitor across all digital activities.585 

5.86 We have considered the competitive constraint on Microsoft from these alternative 

providers. They include Google, which provides a range of security software 

alongside other products, providers of a range of security products (such as 

Beyond Trust, CrowdStrike and Palo Alto Networks) and more specialist providers 

in IAM (such as Okta and Ping Identity).  

5.87 The evidence we have seen to date shows that Microsoft faces only a limited 

competitive constraint in aggregate from alternative providers of Security Software. 

Competition from Google’s Security Software 

5.88 The evidence indicates that Google is differentiated and a weak competitive 

constraint on Microsoft’s Security Software.586 This is because Google’s PSS is a 

weak constraint on Microsoft and the strength of its Security Software rests on 

this. As with PSS, its Security Software is stronger among digital native 

organisations and is generally designed for cloud-only deployment.   

Alternative providers of Security Software 

5.89 Alternative providers of a range of Security Software are much smaller in scale 

than Microsoft and are a limited competitive constraint on Microsoft’s Security 

Software.587 This is because, while some customers will choose them, this is often 

as an additional or complementary security layer to Microsoft’s Security Software. 

These providers are also more likely to be used among a subset of customers that 

operate across ‘hybrid environments’588 or providing solutions that are 

complementary to Microsoft’s Security Software, including catering to customers 

with more ‘complex’ security needs.  

 
 
585 Microsoft’s response [] to section 69 notice 26 May 2026, []. 
586 See section ‘Competition from Google’s Security Software’, Security Software Appendix A. 
587 See section ‘Providers of a range of Security Software’, Security Software Appendix A. 
588 We use the term ‘hybrid environments’ in this section to describe customers that operate across a mix of operating 
systems, cloud providers and on premises (as distinct from customers who are more reliant on Microsoft’s Business 
Software Ecosystem). 
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5.90 The same applies to providers of Security Software who specialise in IAM 

products (such as Okta and Ping Identity). They provide a weak competitive 

constraint on Microsoft’s Security Software because they do not effectively 

compete for customers which desire an integrated Security Software suite.589 

Similarly to other alternative providers of Security Software, they are stronger 

among those customers who have ‘hybrid environments’. They also focus on 

different use cases, such as [],590 []. 

5.91 Using a set of products from multiple standalone providers as an alternative to 

Microsoft’s Security Software would require overcoming the challenges involved in 

integrating and using products from alternative providers across multiple products 

which is likely to be more challenging than doing so for just one product.  

Provisional conclusion on our assessment of the market power of 

Microsoft’s Security Software 

5.92 We have provisionally found that Microsoft has substantial market power in 

Security Software. Microsoft is by far the largest provider, is several times larger 

than its nearest rival, and its position has remained stable over time. This position 

is supported by Microsoft’s strengths in PC OS, PSS, Windows Server and Azure, 

the breadth of its security portfolio, deep integration across its Business Software 

Ecosystem, commercial bundling, and customers’ familiarity with its products. 

These advantages are reinforced by barriers that weaken competitive constraints, 

including interoperability limitations, unequal access to APIs and telemetry, 

bundling practices, switching costs, retraining requirements, and concerns over 

disruption to security protection.  

5.93 While there are a number of alternative providers such as Google, CrowdStrike, 

Palo Alto Networks, Okta and Ping Identity, these providers generally constrain 

Microsoft only for specific use cases, customer segments, or individual products. 

As a result, alternatives are often used alongside Microsoft as complements rather 

than substitutes. 

Expected and foreseeable developments in Security Software 

5.94 The persistence of Microsoft’s position in Security Software and the scale of the 

barriers to competition described above are consistent with Microsoft having 

entrenched market power in respect of its Security Software. In this context, 

significant changes in the competitive dynamics would be required to eliminate 

Microsoft’s substantial market power in the next five years. 

 
 
589 See section ‘Providers that specialise in IAM’, Security Software Appendix A. 
590 []. 
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5.95 We have considered whether there are any expected and foreseeable 

developments likely to affect Microsoft’s market position in Security Software in the 

next five years.591  

5.96 Microsoft told us that it expected Security Software to be fundamentally shaped by 

AI over the next five years, as customers will face more sophisticated 

cyberattacks. It submitted that it expected competition to intensify as AI 

capabilities are incorporated into security products.592 Microsoft also submitted 

that there is a clear shift of business software from on-premises deployments to 

the cloud.593  

5.97 Therefore, we have focused on whether and how developments in AI and the shift 

from on premises to cloud will affect Security Software. 

5.98 We have seen no clear and convincing evidence that current technology trends 

are likely to be sufficient in scope, timeliness and impact to eliminate Microsoft’s 

substantial market power in Security Software in the next five years.  

5.99 Given the heightened risk of cyberattacks, customers may place greater weight on 

the capability of security software and act to reduce their reliance on a single 

vendor. Some customers expressed uncertainty about whether Microsoft alone 

would be able to keep pace with AI-driven threats, so they would be likely to use a 

range of providers.594 This may lead to alternative products being used alongside 

Microsoft Security Software, but it is not evidence of customers switching away 

from Microsoft. 

5.100 Consistent with this, alternative providers of Security Software told us that they did 

not expect to be able to compete more strongly with Microsoft over the next five 

years, as existing barriers to effective competition, including bundling practices 

and integration across Microsoft’s broader software stack, would be likely to 

remain (or even strengthen) in the face of AI related market developments,595 and 

Microsoft’s greater scale may also advantage it in building AI capabilities. 

5.101 Regarding whether the move from on premises to cloud may weaken the position 

of Microsoft’s Security Software, in our customer research, customers told us that 

their reliance on Entra ID had been further solidified as their workloads moved 

onto the cloud, and specifically onto Azure.596 Microsoft’s internal documents also 

 
 
591 See section ‘Expected and foreseeable developments in Security Software’, Security Software Appendix A. 
592 Microsoft’s response dated [] to section 69 notice dated []. 
593 Microsoft’s response dated [] to section 69 notice dated []. 
594 Note of call with [] on []; Note of call with [] on []. 
595 [] response dated [] to section 69 notice dated []; [] response dated [] to section 69 notice dated []; [] 
response dated [] to section 69 notice dated []; [] response dated [] to section 69 notice dated [];[] 
response dated [] to section 69 notice dated []. 
596 Jigsaw Customer Research, 28 September 2026, page 68, paragraph 256. 
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indicate that Microsoft’s strengths [].597 As a result, we do not consider that 

cloud migration will weaken the position of Microsoft’s Security Software. 

5.102 Overall, we provisionally consider that there are no expected or foreseeable 

developments that are likely (whether individually or in combination) to be 

sufficient in scope, timeliness and impact to eliminate Microsoft’s substantial 

market power in the provision of its Security Software in the next five years. 

Competition in Server OS 

Microsoft’s position in Windows Server and barriers to competition  

5.103 Windows Server, Microsoft’s Server OS, is an important part of its Business 

Software Ecosystem. It generated UK revenue of approximately $[0.5-1] billion 

USD in 2025, accounting for [] of UK revenue from its Business Software 

Ecosystem. UK revenues for Windows Server increased by over [] between 

2020 and 2025.598 

5.104 Our analysis indicates that Microsoft has been the largest provider of Server OS in 

the UK by revenue for at least the last six years. Microsoft’s revenue share of 

supply was [70-80]% for 2025 – including both on-premises and cloud 

deployments.599 Linux distributions are the main alternatives to Windows Server, 

though their open source nature implies their revenue share underestimates their 

relative usage. Linux-based workloads are particularly prevalent on cloud 

deployments, where they are by far the main Server OS by volume. Windows 

Server’s share has fallen moderately by revenue and more rapidly for on cloud 

usage, which is likely to reflect differentiation, in that, customers are willing to pay 

for Windows Server and it has a more significant presence on premises.600 

5.105 Windows and Linux are fundamentally different operating systems with their own 

ecosystems of tools and applications. Windows Server is a long-established 

Server OS with the leading position for on-premises deployments. It benefits from 

network effects, such that many commercial off-the-shelf (COTS) applications are 

only available for Windows Server. In contrast, Linux was the first Server OS on 

cloud and benefits from network effects with respect to tools and expertise that 

support the development of cloud-native workloads.601  

 
 
597 Microsoft’s internal document, response to [] to section 69 notice dated 26 May 2026 []. 
598 See sub-section ‘Introduction and factors relevant to competition in Server OS’ in section ‘Market power assessment 
– Server OS’ of Appendix A. 
599 Due to data limitations across providers, it is not possible to construct separate shares of supply for on-premises and 
cloud deployments.  
600 See sub-section ‘Shares of supply estimates’ in section ‘Market power assessment – Server OS’ of Appendix A. 
601 See sub-section ‘Contestability of new workloads between Windows and Linux’ in section ‘Market power assessment 
– Server OS’ of Appendix A. 
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5.106 Choice of Server OS happens at the workload level. As we detail below, 

customers are largely locked into their choice of Server OS for existing workloads 

due to significant switching barriers. While there is more scope for customers to 

choose their Server OS for new workloads, the fundamental differences between 

Windows Server and Linux mean they are largely suited for different use cases. As 

a result, our provisional view is that Linux poses only a limited competitive 

constraint on Windows Server for both existing and new workloads. 

Competition for existing workloads 

5.107 Windows Server customers face significant barriers to switching existing 

workloads to an alternative Server OS. These barriers are reflected in the outcome 

of our customer research which indicated that Microsoft customers had ‘almost no 

desire’ to consider wholesale switching away from Windows Server and that Linux 

was ‘not seriously considered’ as a wholesale replacement for Windows Server.602 

As a result, Microsoft faces very limited competition for existing Windows Server 

workloads.  

5.108 First, it takes significant engineering time and cost to switch from Windows Server 

to a rival Server OS. This includes mapping applications and their dependencies, 

migrating data, re-connecting dependent applications, re-applying security policies 

and re-connecting security infrastructure. These costs are particularly significant 

where a customer has COTS applications which are only available on Windows 

Server, and switching to a Linux OS would require changing applications or 

building their own. Switching can also involve retraining costs due to accumulated 

IT expertise and skills with Windows Server.603 

5.109 Second, switching from Windows Server to a rival Server OS can create 

operational risks, because business critical applications may be disrupted during 

switching. As a result, switching often involves dual running of applications during 

the switching period, and a need for thorough testing. This increases engineering 

cost associated with switching.604 

5.110 Third, common skills, integration and commercial bundling advantages with 

Microsoft’s wider business software ecosystem can further limit customers’ 

incentive to switch to a rival Server OS. Windows Server integrates with PSS (eg 

Exchange and SharePoint), SQL Server, Security Software (eg Entra and Active 

Directory) and Azure – requiring greater engineering effort to set-up and maintain 

with an alternative Server OS, with some of these applications not available on 

rival OSs. Larger Microsoft customers (who are likely to buy products from all five 

 
 
602 Jigsaw Customer Research, 28 September 2026, pages 80 and 85, paragraphs 295 and 315. 
603 See sub-section ‘Barriers to switching for existing Server OS workloads’ in section ‘Market power assessment – 
Server OS’ of Appendix A. 
604 See sub-section ‘Barriers to switching for existing Server OS workloads’ in section ‘Market power assessment – 
Server OS’ of Appendix A. 
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Digital Activities) can receive discounts via Enterprise Agreements. Where 

Windows Server is included in those agreements, switching to alternative Server 

OS can be less attractive where this means a customer would forgo some of these 

discounts.605 

5.111 Microsoft submitted that there are strong incentives to modernise on-premises 

workloads rehosted in a public cloud.606 The evidence we have seen shows that 

customers face the same extent of switching barriers when they migrate existing 

workloads to the cloud.607 While AI-powered tools can reduce the cost of switching 

to a degree, evidence shows that overall barriers remain significant.608 As a result, 

customers generally do not consider switching from Windows Server to Linux for 

many on-premises workloads that are migrated to the cloud. While we have not 

been able to quantify the extent to which customers switch some workloads to 

Linux when migrating, our qualitative evidence indicates this does not pose a 

material constraint on Windows Server.609    

5.112 Microsoft’s licensing terms for Windows Server on AWS and Google Cloud are 

also consistent with the fact that Windows Server faces limited competition. 

Microsoft would not be able to sustain higher prices when customers re-purchase 

existing Windows Server licenses for use on AWS and Google Cloud if they could 

easily switch to an alternative Server OS when they migrate existing Windows 

Server workloads from on premises to the cloud.610 

5.113 Overall, our provisional view is that Windows Server customers face significant 

barriers to changing Server OS for existing workloads, meaning they are locked 

into their choice of Windows Server for the lifetime of these workloads which is 

typically for multiple years. As a result, a large fraction of Microsoft’s annual 

revenues from Windows Server will relate to workloads for which it faces very 

limited competition. 

Competition for new workloads 

5.114 There is more scope for choice of Server OS when customers deploy new 

workloads. However, strong product differentiation means that Linux poses only a 

 
 
605 See sub-section ‘Barriers to switching for existing Server OS workloads’ in section ‘Market power assessment – 
Server OS’ of Appendix A. 
606 See sub-section ‘Microsoft submissions’ in sub-section ‘Competition for existing workloads’ in section ‘Market power 
assessment – Server OS’ of Appendix A. 
607 See sub-section ‘Ability to switch at transition from on premises to cloud’ in section ‘Market power assessment – 
Server OS’ of Appendix A. 
608 See sub-section ‘The impact of AI on barriers to switching’ in section ‘Market power assessment – Server OS’ of 
Appendix A. 
609 See sub-section ‘Ability to switch at transition from on premises to cloud’ in section ‘Market power assessment – 
Server OS’ of Appendix A. 
610 See sub-section ‘Ability to switch at transition from on premises to cloud’ in section ‘Market power assessment – 
Server OS’ of Appendix A. This is also consistent with the CMA’s findings in the Cloud Infrastructure Services Market 
Investigation, Final decision report, 31 July 2025, at paragraphs 7.132 to 7.134 and 7.604. 

https://assets.publishing.service.gov.uk/media/688b8891fdde2b8f73469544/final_decision_report.pdf
https://assets.publishing.service.gov.uk/media/688b8891fdde2b8f73469544/final_decision_report.pdf
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limited constraint for new Server OS workloads that are well-suited to Windows 

Server:  

(a) Windows Server is better suited to traditional enterprise workloads and 

workloads (or customers) that require the security and reputation of an 

established proprietary solution. Network effects mean that many COTS 

applications have been designed for Windows Server. In contrast, Linux is 

better suited to ‘cloud-native’ workloads such as web hosting, web 

development, containerised and AI workloads.611 

(b) Windows Server benefits from skills, integration and commercial bundling 

advantages with Microsoft’s wider business software ecosystem, which other 

Server OSs cannot replicate. Linux is also a weak alternative where 

customer IT teams have specialised skillsets based on Windows Server.612  

(c) Network effects associated with Server OS mean that Windows Server and 

Linux each have their own ecosystem of tools and applications – so that 

Linux Server OS does not act as an alternative for customers who wish to 

use COTS applications that are not available on Linux, and vice versa.613 

5.115 While Linux OSs are the leading Server OS for workloads in the cloud, this reflects 

the growth of cloud-native and AI workloads for which Linux is typically better 

suited than Windows OS. This is because Linux was the original Server OS on 

cloud, and it has benefited from network effects as developers have built a range 

of tools to support cloud-native workloads (such as containerised/Kubernetes 

workloads) that are optimised for Linux. As Microsoft has submitted, 'Linux is now 

the default platform for modern server and cloud deployments' and 'cloud native 

workloads are overwhelmingly Linux-based and containerized'.614 Windows Server 

is not considered a close alternative for many of these workloads because it is less 

suitable for managing workloads at scale and can be more expensive. 

Consequently, we do not consider that there is significant competition between 

Windows Server and Linux for such workloads, so that the growth of Linux in cloud 

does not impose a material competitive constraint on Windows Server.615 

5.116 Overall, the fundamental differences between Windows Server and Linux mean 

that they largely are suited for different use cases – and it is therefore common for 

the same customer to use both Windows Server and Linux for different Server OS 

 
 
611 See sub-section ‘Contestability of new workloads between Windows and Linux’ in section ‘Market power assessment 
– Server OS’ of Appendix A. 
612 See sub-section ‘Contestability of new workloads between Windows and Linux’ in section ‘Market power assessment 
– Server OS’ of Appendix A. 
613 See sub-section ‘Contestability of new workloads between Windows and Linux’ in section ‘Market power assessment 
– Server OS’ of Appendix A. 
614 Microsoft's submission to the CMA dated []. 
615 See sub-section ‘Contestability of new workloads between Windows and Linux’ in section ‘Market power assessment 
– Server OS’ of Appendix A. 
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workloads.616 Linux OS is particularly suited for cloud-native and AI workloads. In 

contrast, Windows Server is best suited for workloads which run applications built 

for the Microsoft environment and workloads which are closely integrated with a 

customer’s existing Microsoft business software. As a result, Linux poses a limited 

constraint for new Server OS workloads that are well-suited to Windows Server, 

and vice versa.  

Provisional conclusion on our assessment of market power in Server OS 

5.117 We have provisionally found that Microsoft has substantial market power in 

respect of its Server OS offering.  

5.118 Microsoft faces very limited competition for existing Windows Server workloads as 

it is costly to re-write applications to work with alternative OSs, including for many 

workloads moving from on-premises deployment to the cloud.  

5.119 Customers have more choice in relation to new workloads. However, our 

provisional view is that strong product differentiation implies that Linux is not a 

close alternative for new workloads that are suited to Windows Server. Linux OS is 

particularly suited for cloud-native and AI workloads, whereas Windows Server is 

best suited for workloads which are closely linked to Microsoft’s business software 

ecosystem. As a result, Linux poses a limited competitive constraint for new 

Server OS workloads that are well-suited to Windows Server, and vice versa. The 

fact that Windows Server’s revenue share of supply ([70-80] %) is much higher 

than its usage share is indicative of significant differentiation between Windows 

Server and Linux. Accordingly, Linux-based providers exert only a limited 

constraint on Microsoft. 

5.120 The evidence we have seen to date also suggests that Microsoft can discriminate 

pricing between large customers that are more locked-into their choice of Windows 

Server using customer specific discounting. As such, while Linux may be a closer 

constraint for some new workloads, this does not diminish Microsoft’s market 

power over those customers who have more limited options. 

Expected and foreseeable developments in Server OS 

5.121 The persistence of Microsoft’s market position in Server OS and the scale of the 

barriers to competition described above are consistent with Microsoft having 

entrenched market power. In this context, significant changes in the competitive 

dynamics would be required to eliminate Microsoft’s substantial market power in 

the next five years.  

 
 
616 See sub-section ‘Contestability of new workloads between Windows and Linux’ in section ‘Market power assessment 
– Server OS’ of Appendix A. 
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5.122 We have considered whether there are any expected or foreseeable 

developments likely to affect Microsoft’s market position in Windows Server in the 

next five years. In particular, we have focused on the potential impact of ongoing 

migration from on premises to the cloud, and AI coding tools.  

(a) Migration to the cloud. There are existing Windows Server workloads that 

have not migrated from on premises to the cloud, but may do so in the future. 

We have not seen evidence that the barriers we have identified above, such 

as engineering time and cost, operational risks, and Microsoft-specific skills, 

integration and commercial bundling advantages, will ease in future, so that 

customers would be able to easily switch to Linux as they migrate. Moreover, 

we have heard from several customers that they expect to maintain all or 

some workloads on premises in future, where Windows Server remains by 

far the largest Server OS, a position which is likely to persist due to switching 

barriers and network effects.617 

(b) AI coding tools. AI coding tools have the potential to reduce the cost and 

time needed to switch from Windows Server to another Server OS. However, 

customers did not consider that, at this stage, these tools are sufficiently 

powerful to overcome the wide range of competition barriers we have 

identified. While these tools may improve going forward, the speed and 

extent of progress is uncertain – and there are limits particularly to supporting 

re-architecting of proprietary software. As such, we expect that technical 

barriers will remain even with the support of AI tools, while others will not be 

eased by these tools.618 

5.123 Overall, we provisionally consider that there are no expected or foreseeable 

developments that are likely (whether individually or in combination) to be 

sufficient in scope, timeliness and impact to eliminate Microsoft’s substantial 

market power in the provision of its Server OS in the next five years. 

Competition in RDBMS 

Microsoft’s position in SQL Server and barriers to competition  

5.124 Microsoft’s SQL Server is a RDBMS – a type of database management system 

which stores data, organises it into separate tables and makes connections 

between them. The largest provider of RDBMS (by revenue) is Microsoft, followed 

by Oracle and there are a number of open source providers.  

 
 
617 See sub-section ‘Evidence on the effect of cloud adoption on competition for Server OS’ in section ‘Market power 
assessment – Server OS’ of Appendix A. 
618 See section on ‘Evidence on the effectiveness of AI modernisation tools and the importance of AI features and 
functionality on competition for Server OS’ in section ‘Market power assessment – Server OS’ of Appendix A. 
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5.125 SQL Server is an important part of Microsoft’s business software ecosystem. It 

generated UK revenue of $[1-2] billion USD in 2025, accounting for []% of UK 

revenue from its Business Software Ecosystem.619 UK revenues for SQL Server 

increased by []% between 2020 and 2025.620  

5.126 Our analysis indicates that Microsoft has been the largest provider of RDBMS in 

the UK by revenue for at least the last six years.621 This is on the basis of revenue 

shares of supply including on-premises and cloud deployments.622 Microsoft’s 

share of supply in the UK was [40-50]% for 2025. The largest alternative provider 

of RDBMS (by revenue) is Oracle, with a share of supply of [30-40]% and there 

are a number of open-source RDBMS, the largest being PostgreSQL with a share 

of [10-20]% in 2025. 

5.127 RDBMS are an input for business applications – they store, process and retrieve 

the data those applications need. There are a wide range of use cases, or 

workloads, across which customers can make use of an RDBMS: 

(a) Running Core Business Applications – RDBMS can store the information 

needed to power ERP, CRM, supply chain, inventory and accounting 

applications. 

(b) Transaction Processing – RDBMS are frequently used for systems that 

record large numbers of business transactions, such as sales, orders, 

inventory, invoices, payments and customer interactions. 

(c) Data warehousing to enable business reporting – RDBMS can consolidate 

data from multiple systems to produce for example management information, 

regulatory reports and forecasting.  

5.128 In many cases, customers can buy commercial off the shelf (COTS) applications, 

in which case the application developer decides which RDBMS they support. In 

practice, application developers often support one RDBMS only, with indirect 

network effects meaning more applications are built for the most popular RDBMS. 

In other cases, a customer may decide to build a custom application for internal 

use, in which case the customer chooses the underlying RDBMS.623 

5.129 As with Server OS, the choice of RDBMS is made at the workload level (ie the 

same customer may choose different RDBMS for different workloads). A customer 

might have an existing workload (which could be on premises, on the cloud or 

 
 
619 CMA calculations based on Microsoft’s response []. See Customer data Appendix B for full methodology 
620 CMA calculations based on Microsoft’s response dated [] to section 69 notice dated []. As discussed below, SQL 
Server IaaS revenues [] over this time period. 
621 See sub-section ‘Our shares of supply analysis’ in ‘Market power assessment – RDBMS’ of Appendix A 
622 Due to data limitations across providers, it has not been possible to construct separate shares of supply for on-
premises and cloud deployments or to create volume-based shares.  
623 See sub-section ‘Barriers to switching for existing RDBMS workloads’ in ‘Market power assessment – RDBMS’ of 
Appendix A. 
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being moved from on premises to the cloud) or a new workload and there are 

differences in the choices available to customers in these scenarios.624 

5.130 There are a range of factors that differentiate RDBMS providers and determine 

which RDBMS is a viable option for workloads. This differentiation results in 

significant barriers to switching existing SQL Server workloads and choosing a 

RDBMS for new workloads which contributes to Microsoft holding significant 

competitive advantages over its rivals and prevents them competing effectively for 

certain existing and new workloads, as summarised below.625 

Competition for existing SQL Server workloads 

5.131 SQL Server customers face significant barriers to switching existing workloads to 

an alternative RDBMS, so that Microsoft faces very limited competition for existing 

SQL Server workloads.  

5.132 First, it takes significant engineering time and cost to switch from SQL Server. This 

involves moving data, re-connecting dependent applications, re-applying security 

policies and re-connecting other infrastructure. These costs increase with the 

number of applications a customer hosts on SQL Server, the complexity of the 

underlying data and security logic, and whether a customer must also switch to an 

alternative COTS application to work with the new RDBMS. Switching RDBMS can 

involve retraining costs due to accumulated IT expertise and skills with SQL 

Server.626   

5.133 Second, switching from SQL Server to a rival RDBMS can create operational risks, 

because business critical applications may be disrupted during switching. As a 

result, switching can involve dual running of applications during the switching 

period, and a need for thorough testing. This increases engineering cost and can 

require that customers continue to pay SQL Server licence fees during the 

transition.627  

5.134 Third, integration advantages with Microsoft’s wider Business Software Ecosystem 

can further limit customers’ incentive to switch to a rival RDBMS. For example, 

SQL Server integrates both with PSS (eg SharePoint and PowerBI) and Security 

Software (ie Defender, Intune and Entra), requiring greater engineering effort to 

set-up and maintain with an alternative RDBMS.628 Larger Microsoft customers 

 
 
624 See sub-section ‘Introduction and factors relevant to competition in RDBMS’ in ‘Market power assessment – RDBMS’ 
of Appendix A. 
625 See sub-section ‘Barriers to switching for existing RDBMS workloads’ in ‘Market power assessment – RDBMS’ of 
Appendix A and sub-section ‘The contestability of new workloads’ in ‘Market power assessment – RDBMS’ of Appendix 
A. 
626 See sub-section ‘Barriers to switching for existing RDBMS workloads’ in ‘Market power assessment – RDBMS’ of 
Appendix A. 
627 See sub-section ‘Barriers to switching for existing RDBMS workloads’ in ‘Market power assessment – RDBMS’ of 
Appendix A. 
628 See sub-section ‘Competition for existing workloads’ in ‘Market power assessment – RDBMS’ of Appendix A. 
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(who are likely to buy products from all five digital activities) can receive discounts 

via Enterprise Agreements. Where SQL Server is included in those agreements, 

switching to alternative RDBMS can be less attractive where this means a 

customer would forgo some of these discounts.629 

5.135 Microsoft submitted that migrating existing workloads to the cloud is a natural 

decision point for customers to reconsider their RDBMS options and switch 

provider.630 The evidence we have seen shows that when customers migrate 

existing workloads to the cloud, they continue to face significant switching barriers 

as set out above.631 While AI-powered tools can reduce the cost of switching to a 

degree, overall barriers remain significant.632 As a result, customers do not 

consider switching from SQL Server to an alternative RDBMS for many on-

premises workloads that are migrated to the cloud. While we have not been able 

to quantify the extent to which customers switch some workloads to an alternative 

RDBMS when migrating, our qualitative evidence indicates this does not pose a 

material constraint on SQL Server.633   

5.136 Even for those customers who switch some SQL Server workloads during 

migration to the cloud, we have heard this can be a time-consuming process with 

some indication that it could take years. During this period, the customer continues 

to rely on (and pay for) SQL Server licences. Even after switching, these 

customers often remain reliant on SQL Server for some workloads due to, for 

example, COTS application dependencies.634 

5.137 Overall, our provisional view is that SQL Server customers face significant barriers 

to changing RDBMS for existing workloads, meaning they are locked into their 

original choice for the lifetime of the workload, which typically last a number of 

years. As a result, a large fraction of Microsoft’s annual revenue from SQL Server 

relates to workloads for which it faces very limited competition.  

Competition for new workloads 

5.138 There is more scope for choice of RDBMS when customers deploy new 

workloads. However, product differentiation and ecosystem advantages can limit 

customer choice for some new workloads, so that alternative RDBMS providers 

pose only a limited constraint: 

 
 
629 See sub-section ‘The contestability of new workloads’ in ‘Market power assessment – RDBMS’ of Appendix A. 
630 Microsoft’s response dated [] to section 69 notice dated []. 
631 See sub-section ‘Ability to switch at transition from on premises to the cloud’ in ‘Market power assessment – RDBMS’ 
of Appendix A. 
632 See sub-section ‘The impact of AI on barriers to switching’ in ‘Market power assessment – RDBMS’ of Appendix A. 
633 See sub-section ‘Competition for existing workloads’ in ‘Market power assessment – RDBMS’ of Appendix A. 
634 See sub-section ‘Competition for existing workloads’ in ‘Market power assessment – RDBMS’ of Appendix A. 
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(a) Application compatibility is the key driver of a customers’ RDBMS choice – 

meaning that customers do not have a choice of RDBMS when purchasing 

COTS applications only compatible with SQL Server.635  

(b) Evidence we have seen to date on customers’ use of RDBMS suggests that 

open-source was not a good alternative for some of their workloads, 

including for large scale and mission-critical workloads, or those requiring 

premium functionality or high levels of security.636  

(c) SQL Server benefits from skills and integration advantages, which no other 

RDBMS can replicate. Rival RDBMS can also be a weak alternative where 

customer IT teams have specialised skillsets based on SQL Server.637 Our 

customer research found familiarity was a ‘big driver of comfort’ with SQL 

Server.638 

5.139 More specifically, regarding the alternatives to SQL Server: 

(a) While the share of supply of open source has grown in the last five years, 

they are less suited for certain workloads, for example large scale mission-

critical workloads, and cannot be used with COTS applications that are only 

compatible with SQL Server. As such, open source poses a weak constraint 

on SQL Server. This is reflected in customers’ willingness to pay for SQL 

Server (as well as other proprietary solutions), relative to open source 

solutions that are free or significantly cheaper.  

(b) Oracle is the only proprietary alternative to SQL Server with a material share 

of supply – and from that perspective is a closer alternative. However, Oracle 

poses little constraint for workloads where customers have a preference for 

COTS applications that are SQL Server specific. It also does not offer the 

same integration and skills advantages as SQL Server.639 This is reflected in 

its share of supply, which is materially lower than that of SQL Server – with 

Oracle’s overall share at [30-40]% in 2025, and its proprietary product Oracle 

AI Database having [20-30]% share, compared to SQL Server’s share of [40-

50]%. Other proprietary RDBMS providers, including IBM, achieve only a 

very limited share. 

5.140 Microsoft’s licensing terms for SQL Server on AWS and Google clouds (which 

apply to both new and existing workloads) are also consistent with the fact that 

 
 
635 Jigsaw Customer Research, 28 September 2026, page 89, summary box under section 3.7.2. See sub-section ‘The 
contestability of new workloads’ in ‘Market power assessment – RDBMS’ of Appendix A. 
636 See sub-section ‘The contestability of new workloads’ in ‘Market power assessment – RDBMS’ of Appendix A. 
637 See sub-section ‘The contestability of new workloads’ in ‘Market power assessment – RDBMS’ of Appendix A. 
638 Jigsaw Customer Research, 28 September 2026, page 90, paragraph 330.  
639 See sub-section ‘Competition between Microsoft and alternative providers of RDBMS’ in ‘Market power assessment – 
RDBMS’ of Appendix A. 
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SQL Server faces limited competition.640 Microsoft would not be able to sustain 

higher prices for SQL Server on AWS and Google clouds if they could easily 

switch to an alternative RDBMS. 

5.141 Overall, our provisional view is that while customers have more scope for choice 

when building new RDBMS workloads, product differentiation and ecosystem 

advantages mean that this choice is limited. Our evidence suggests that open 

source RDBMS are less suited for some workloads, including large scale mission-

critical workloads, limiting their competitive constraint on SQL Server. While 

Oracle’s proprietary RDBMS can be an alternative to SQL Server for these more 

complex workloads, this is more limited for new workloads that are closely linked 

with Microsoft's business software ecosystem (including those requiring COTS 

applications designed for SQL Server, or where it is favoured due to skills or 

integration advantages).  

Provisional conclusion on our assessment of Microsoft’s market power in 

RDBMS  

5.142 We have provisionally found that Microsoft has substantial market power in 

respect of its RDBMS offering.  

5.143 Microsoft faces very limited competition for existing SQL Server workloads as it is 

costly to re-write applications to work with alternative RDBMS, including for many 

workloads moving from on premises to the cloud.  

5.144 Customers have more choice in relation to new workloads. However, our evidence 

suggests that open-source RDBMS do not provide a strong constraint for some 

workloads, including large scale mission-critical workloads, that are more suited to 

proprietary solutions. While Oracle's proprietary solutions provide a constraint on 

SQL Server for these workloads, this constraint is limited for new workloads that 

are closely linked with Microsoft's business software ecosystem. 

5.145 In practice, the extent to which new workloads constrain Microsoft is likely to vary 

across UK customers. SQL Server customers who do not have new workloads will 

not be able to use these to negotiate better deals for existing workloads. Likewise, 

SQL Server customers will have limited options where new workloads 

predominantly benefit from links with the Microsoft Business Software Ecosystem, 

and for workloads that are less suited to open source such as large scale mission-

critical workloads. In contrast, customers with smaller scale workloads and less 

 
 
640 This is also consistent with the CMA’s findings in the Cloud Infrastructure Services Market Investigation, Final 
decision report, 31 July 2025, at paragraphs 7.156 to 7.157 and 7.604. Also see sub-section ‘The contestability of new 
workloads’ in ‘Market power assessment – RDBMS’ of Appendix A. 
 

https://assets.publishing.service.gov.uk/media/688b8891fdde2b8f73469544/final_decision_report.pdf
https://assets.publishing.service.gov.uk/media/688b8891fdde2b8f73469544/final_decision_report.pdf
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reliance on the Microsoft Business Software Ecosystem (eg digital natives) will 

have greater choices when they first buy their RDBMS.  

5.146 Overall, SQL Server’s persistently high market shares suggest that there is a 

material group of SQL Server customers for which alternative RDBMS are not a 

close alternative for existing or new workloads. Further, purchasing data suggests 

close links with other Microsoft products. UK customers who buy SQL Server 

together with products from all of the other four digital activities account for [80-

90]% of all of Microsoft’s UK revenue from its Business Software Ecosystem.  

5.147 The evidence we have seen to date also suggests that Microsoft can discriminate 

pricing between large customers that are more locked-into their choice of SQL 

Server using customer specific discounting.641 As such, while rival RDBMS may be 

a closer constraint for some new workloads, this does not diminish Microsoft’s 

market power over those customers who have more limited options. 

Expected and foreseeable developments in RDBMS 

5.148 The persistence of Microsoft’s market power in its RDBMS and the scale of the 

barriers to competition described above are consistent with Microsoft having 

entrenched market power. In this context, significant changes in the competitive 

dynamics would be required to eliminate Microsoft’s substantial market power in 

the next five years. 

5.149 We have considered whether there are any expected or foreseeable 

developments likely to affect Microsoft’s market position in RDBMS in the next five 

years. In particular, we have focused on the potential impact of continued 

migration of existing on-premises workloads to the cloud, and AI coding tools.  

(a) Cloud. There are existing SQL Server workloads that have not migrated from 

on premises to the cloud, but may do so in the future. We have not seen 

evidence that the barriers we have identified above will ease in future, so that 

customers would be able to easily switch to an alternative RDBMS as they 

migrate. We also observe that Microsoft has been able to retain a strong 

position across RDBMS as UK organisations build-out their cloud usage over 

the last ten years, supported by its leading position in cloud via its Azure 

platform. We therefore do not consider that cloud is likely to disrupt 

Microsoft's position in RDBMS.642  

(b) AI. AI coding tools have the potential to reduce the cost and time needed to 

switch from SQL Server to another RDBMS. However, customers did not 

consider that, at this stage, these tools are sufficiently powerful to overcome 

 
 
641 See sub-section ‘The contestability of new workloads’ in ‘Market power assessment – RDBMS’ of Appendix A. 
642 See sub-section ‘Evidence on the effect of cloud adoption on competition for RDBMS’ in ‘Market power assessment – 
RDBMS’ of Appendix A. 
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the wide range of competition barriers we have identified. While these tools 

may improve going forward, the speed and extent of progress is uncertain – 

and there are limits particularly to supporting re-architecting of proprietary 

software, such as SQL Server itself and many COTS applications. As such, 

we expect that technical barriers are likely to remain even with the support of 

AI tools, while others will not be eased by these tools (such as knowledge 

gaps).643  

5.150 Overall, we provisionally consider that there are no expected or foreseeable 

developments that are likely (whether individually or in combination) to be 

sufficient in scope, timeliness and impact to eliminate Microsoft’s substantial 

market power in the provision of its Server OS in the next five years. 

Competition with Microsoft’s Business Software Ecosystem 

5.151 Having considered Microsoft’s market power in each digital activity, we now turn to 

assessing Microsoft’s market power in its Business Software Ecosystem as a 

whole.  

5.152 As we have described above, and while there are some differences across digital 

activities, Microsoft has a strong position in each digital activity and these positions 

are reinforced by a number of barriers to competing with Microsoft, many of which 

are common across Microsoft’s Business Software Ecosystem. Therefore, we first 

bring together evidence from our individual digital activity assessments alongside 

additional evidence to identify four broad categories of barriers to competition 

which apply across Microsoft’s Business Software Ecosystem: (a) technical 

integration and interoperability between digital activities; (b) commercial bundling 

of digital activities; (c) network effects; and (d) customer-side frictions. 

5.153 We then explain how, consistent with our grouping assessment, a consequence of 

these barriers and linkages is that, considering Microsoft’s market power in its 

individual digital activities only would miss its key strength which is to offer an 

integrated suite of products which is broader than that of its competitors. It also 

means that Microsoft’s positions in each digital activity are mutually reinforcing – 

with barriers to effective competition in individual digital activities compounding 

when customers buy from more than one digital activity.  

5.154 We explain that the consequence of this is to weaken the competitive constraint 

from rivals within each digital activity (as illustrated by our provisional assessment 

of individual digital activities) and to raise the overall barriers to competing with 

Microsoft’s Business Software Ecosystem. We also consider the competition faced 

by Microsoft’s Business Software Ecosystem as a whole (whether from a 

 
 
643 See sub-section ‘Evidence on the effectiveness of AI modernisation tools and the importance of AI features and 
functionality on competition for RDBMS’ in ‘Market power assessment – RDBMS’ of Appendix A. 
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collection of standalone providers or from a provider of a range of products, eg 

Google).  

5.155 Our provisional view is that the competitive constraint on Microsoft’s Business 

Software Ecosystem is currently limited and there are significant barriers to 

competition. This is consistent with our provisional findings for individual digital 

activities and with other observed outcomes. Therefore, our provisional view is that 

Microsoft has substantial market power in respect of its Business Software 

Ecosystem. 

5.156 The persistence of the position of Microsoft’s Business Software Ecosystem and 

the scale of the barriers to competition we have identified are also consistent with 

Microsoft having entrenched market power. In this context, significant changes in 

the competitive dynamics would be required to eliminate Microsoft’s substantial 

market power in the next five years. Therefore, we have considered whether there 

are any expected or foreseeable developments likely to lead to such an outcome.  

5.157 As we explain, our provisional view is that the evidence we have seen to date 

does not indicate that future market developments are likely to eliminate the 

substantial market power of Microsoft’s Business Software Ecosystem over the 

next five years. Accordingly, we have provisionally found that Microsoft’s 

substantial market power in its Business Software Ecosystem is also entrenched. 

Barriers to effective competition with Microsoft’s Business Software Ecosystem 

5.158 As we have described above, and while there are some differences across digital 

activities, Microsoft has a strong position in each digital activity. These positions 

are reinforced by a number of barriers to competing with Microsoft, many of which 

are common across Microsoft’s Business Software Ecosystem. Therefore, in this 

section we set out the key evidence on the main barriers to effective competition 

which apply across Microsoft’s Business Software Ecosystem, which are:644 

(a) Technical integration and interoperability within Microsoft’s Business 

Software Ecosystem; 

(b) Microsoft’s commercial practices;  

(c) Network effects; and 

 
 
644 Microsoft told us that its customers do not face material barriers when switching to its rivals across digital activities. 
Switching is ordinarily undertaken through standard enterprise IT processes (which include data export and migration, 
reconfiguration of existing workflows, compatibility testing, and staged deployment of new products) rather than barriers 
imposed by Microsoft. The costs associated with these processes varies by customer and is primarily driven by its own 
architecture, application dependencies, and product lifecycle decisions. Microsoft products may be licensed and used 
independently, with its customers able to replace some Microsoft products while retaining others. Microsoft’s response 
dated [] to section 69 notice dated []. However, as we explain in this section and our digital activity specific 
assessments shows, the evidence shows that there are significant barriers to switching to Microsoft’s rivals. 
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(d) Customer-side frictions. 

Limitations to technical integration and interoperability faced by alternative 

providers 

5.159 As we have described throughout our assessments of the individual digital 

activities, limitations to technical integration and interoperability with Microsoft’s 

products act as a barrier to effective competition that alternative providers must 

overcome to attract customers across digital activities.645 We summarise this 

evidence below. 

5.160 Microsoft’s control of important APIs, technical interfaces, and data flows can limit 

the ability of alternative providers to offer equivalent functionality, integration, 

quality, or performance. In particular: 

(a) Alternative providers of PC OS submitted that interoperability with Microsoft’s 

PSS and Security Software can affect the functionality and attractiveness of 

their product offering to Microsoft’s existing customers in those digital 

activities.646 

(b) Alternative providers of PSS told us that their products may have reduced 

quality or functionality because they do not have access equivalent to 

Microsoft’s own services to Microsoft’s Graph APIs, application surfaces, and 

integration points.647 

(c) Alternative providers of Security Software said that Microsoft's security 

products benefit from access to API and telemetry across Windows OS, 

Windows Server, SQL Server and Microsoft 365 that are not available to third 

parties on equivalent terms, providing Microsoft with advantages that rivals 

cannot replicate.648  

5.161 In addition, Microsoft’s products benefit from integration across digital activities, 

which can make Microsoft’s offering more seamless for customers than seeking to 

integrate products from several alternative providers.  

 
 
645 Microsoft submitted that its products are built on industry-standard, publicly documented protocols and APIs, with core 
protocols publicly available and based on established interoperability standards. Microsoft told us that it balances 
security and interoperability as part of its foundational commitment to openness within its business model. This supports 
Microsoft’s customers to use its products alongside those from third parties across their estate and is an important 
reason why customers choose Microsoft products to meet their specific needs. Microsoft said its open ecosystem is 
demonstrated by the availability of thousands of third-party add-ins through Microsoft Marketplace. Microsoft's response 
dated 04 June 2026 to invitation to comment dated 14 May 2026, paragraph 3.1 and 3.2 Microsoft.pdf  
646 See sub-section ‘Limitations to integration and interoperability’ in section ’Market power assessment - PC OS’ of 
Appendix A. 
647 See sub-section ‘Limitations to integration and interoperability’ in section ’Market power assessment – PSS’ of 
Appendix A. 
648 See sub-section ‘Limitations to integration and interoperability’ in section ‘Market power assessment - Security 
Software’ of Appendix A. 

https://assets.publishing.service.gov.uk/media/6a3a3f9f25c5199bda11799a/Microsoft.pdf
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(a) Microsoft’s internal documents indicate that it [].649 For example, a June 

2025 board memo notes that ‘[]’and []’.650  

(b) In both publicly available materials and its internal documents, Microsoft 

emphasises the integrated nature of its products.651 This includes claims of 

seamless integration across products, descriptions of Microsoft’s integrated 

offering as a competitive strength, and discussion of the digital activities as 

creating monetisation opportunities for Microsoft elsewhere in the stack. 

(c) Our customer research found that the use of Microsoft products across digital 

activities by participants reduces friction and the level of day-to-day 

administration needed by IT and enables software estate management to 

happen in one place.652 Separating one Microsoft component is seen to add 

administrative time, whereas the ecosystem enables effective management 

and control of identity, access, devices, security and collaboration in one 

place. 653 

(d) Customers, resellers, and alternative providers across all five digital activities 

identified the ease of integrating Microsoft products as an important factor 

driving customer choice in each digital activity.654 

(e) Customers and alternative providers told us that Windows Server benefits 

from seamless integration with SQL Server (and vice versa) as well as 

Microsoft products in PSS, Security Software, and Microsoft’s cloud 

services.655 

5.162 Consequently, these limitations to technical integration and interoperability create 

barriers to competition with Microsoft’s Business Software Ecosystem which 

weakens the competitive constraint imposed by alternative providers. For 

example, the evidence we have seen to date shows that Microsoft products are 

embedded within a customer’s wider business software environments and 

 
 
649 For example: Microsoft’s internal document, [] to section 69 notice dated []; Microsoft’s internal document, [] to 
section 69 notice []; Microsoft’s internal document, [] to section 69 notice dated []. 
650 Microsoft’s internal document, [] to section 69 notice dated []. 
651 See sub-section ‘Evidence from Microsoft’s internal documents and publicly available Microsoft materials’ in section 
‘Grouping’ of Chapter 4 ‘Digital Activities’. 
652 Jigsaw Customer Research, 28 September 2026, page 27, paragraph 118.  
653 Jigsaw Customer Research, 28 September 2026, page 33, paragraph 153.  
654 See sub-section ‘Reasons Windows Server is preferred for certain workloads’ in section ‘Market power assessment –
Server OS’ of Appendix A, sub-section ‘Integration and interoperability with other Microsoft products’ in section ‘Market 
power assessment – RDBMS’ of Appendix A, sub-section ‘Limitations to integration and interoperability’ in section 
‘Market power assessment – Security Software’ of Appendix A, sub-section ‘Limitations to integration and interoperability’ 
in section ‘Market power assessment – PSS’ of Appendix A, and sub- section ‘Limitations to integration and 
interoperability’ of section ‘Market power assessment – PC OS’ of Appendix A. 
655 See sub-section ‘Reasons Windows Server is preferred for certain workloads’ in section ‘Market power assessment – 
Server OS’ of Appendix A and sub-section ‘Integration and interoperability with other Microsoft products’ in section 
‘Market power assessment – RDBMS’ of Appendix A. 
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integrated with one another656 and, as a result, switching away from Microsoft 

products may require significant technical effort, including additional integration 

work, redesign of governance and compliance frameworks, and loss of 

interoperability benefits. 

Commercial bundling practices of products across digital activities 

5.163 The technical integration and interoperability within Microsoft’s Business Software 

Ecosystem is also consistent with Microsoft’s commercial practices. For example: 

(a) Microsoft offers its PSS, Security Software and PC OS products as part of 

M365 bundles. Revenues from the sale of Microsoft’s M365 E3 and E5 

bundles (which include products from the PSS, PC OS, and Security 

Software digital activities) represented [60-70]% of Microsoft’s UK gross 

revenues from the sale of Microsoft 365 products in the nine months to 

March 2026.657  

(b) Microsoft offers a range of volume licensing arrangements to its customers, 

with smaller organisations typically purchasing through Open Value or Cloud 

Solution Provider programmes and larger organisations purchasing through 

Enterprise Agreements or a Microsoft Customer Agreement.658  

5.164 We received evidence that these commercial practices also create a barrier to 

competition that alternative providers must overcome to compete effectively. 

5.165 The range of products included in Microsoft’s M365 bundles (which combine 

products across the PSS, PC OS, and Security Software digital activities) means 

that customers perceive individual products as being available at little or no 

additional cost. This makes customers less likely to adopt products from 

alternative providers that offer similar or superior functionality, as doing so would 

duplicate licensing costs for products already available through M365 bundles. 

(a) Our customer research found that Microsoft's licensing and bundling 

practices shape customers' perceptions of cost and value for money. 

Features already included within existing licences (eg Defender, Copilot, 

Power Platform and Teams) are often viewed as 'free', low-cost or 'already 

there', and many customers consider Microsoft's products to be 'good 

 
 
656 Jigsaw Customer Research, 28 September 2026, page 27 and 33, paragraphs 118 and 153; See section ‘Reasons 
Windows Server is preferred for certain workloads’, Windows Server Appendix A; see section ‘Integration and 
interoperability with other Microsoft products’, SQL Server Appendix A; See section ‘Limitations to integration and 
interoperability’, Security Appendix A; see section ‘Limitations to integration and interoperability’, Productivity Software 
Suites Appendix; see section ‘Limitations to integration and interoperability’, PC OS Appendix A. 
657 CMA analysis of Microsoft’s response dated [] to section 69 notice dated []. 
658 Microsoft’s response dated [] to section 69 notice dated []. 
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enough'.659 This can discourage customers from purchasing alternatives 

because the incremental cost of adopting Microsoft products appears lower. 

(b) Customers and alternative providers in both PSS and Security Software told 

us that adopting a third-party product can require customers to pay twice – 

once for functionality already included within Microsoft’s M365 bundles and 

again for the product from an alternative provider. Customers may continue 

paying for Microsoft functionality without receiving a corresponding reduction 

in licence fees, particularly where contract terms or renewal cycles constrain 

changes to licence tiers. This can make adopting alternative products more 

difficult to justify even where they better meet the customer's 

requirements.660 

5.166 Discounts under Microsoft’s Enterprise Agreements – which cover Microsoft 

products across digital activities – also influence customer choice where the level 

of discount depends on the total volume of products from Microsoft as part of the 

transaction. While such volume discounts may appear to reduce a customer’s 

overall expenditure on business software, customers may be disincentivised from 

switching to an alternative provider in one digital activity as doing so could 

increase the price paid for other Microsoft products due to a loss of discounts.661 

Consistent with Enterprise Agreements influencing the purchasing decisions of 

customers, some told us that Enterprise Agreements influenced their decisions in 

relation to switching to alternative providers for individual products and digital 

activities.662 

5.167 In addition, the long-term nature of Enterprise Agreements between Microsoft and 

its customers (lasting at least three years but substantially longer in at least some 

instances) makes timely switching to alternative providers difficult for Microsoft’s 

existing customers.663 Our review of a small sample of Enterprise Agreements 

indicated that customers are incentivised to agree longer-term contracts with 

Microsoft through discounts and the offer of additional services without charge.664  

5.168 Overall, this evidence suggests that the commercial links are strongest for 

products sold through Microsoft’s M365 bundles, which combine products across 

the PSS, PC OS, and Security Software digital activities. Enterprise Agreements 

 
 
659 Jigsaw Customer Research, 28 September 2026, pages 34 and 39, paragraphs 155 and 178. 
660 See sub-section ‘Commercial bundling’ in section ‘Market power assessment – PSS’ and sub-section ‘Commercial 
bundling’ in section ‘Market power assessment - Security Software of Appendix A. 
661 [] supported its response with customer case studies and internal documents which reference these practices. [] 
response dated [] to section 69 notice under DMCCA in the context of the CMA deciding whether to exercise its digital 
markets functions dated []; [] response dated [] to section 69 notice dated []; [] to section 69 notice dated 
[]; [] to section 69 notice dated []. 
662 Note of call with [] on []; [] response []. 
663 Jigsaw Customer Research, 28 September 2026, page 35, paragraph 158.  
664 CMA analysis of: Microsoft’s internal document, [] to section 69 notice dated []; Microsoft’s internal document, 
[] to section 69 notice dated []; Microsoft’s internal document, [] to section 69 notice dated []; Microsoft’s 
internal document, [] to section 69 notice dated []; Microsoft’s internal document, [] to section 69 notice dated 
[]. 
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extend the commercial links between digital activities, with these agreements 

providing discounts for all Microsoft products in its Business Software Ecosystem 

and limiting switching to alternative providers by customers. Microsoft’s 

commercial bundling practices make it more difficult for alternative providers to 

attract customers away from Microsoft and create switching costs – through the 

duplication of licences or the loss of discounts through Enterprise Agreements – 

for Microsoft’s existing customers.  

Network effects 

5.169 Microsoft’s products across digital activities benefit from network effects that 

influence the choices made by customers and raise barriers to effective 

competition for alternative providers. These network effects are both direct (as the 

value of using Microsoft’s products for a customer increases with the overall 

number of customers using the product) and indirect (as the value of developing 

applications that integrate with Microsoft’s products in a digital activity increases 

with the overall number of customers using that product). 

5.170 The widespread adoption of Microsoft products creates direct network effects that 

make it easier for organisations to interact with their customers, providers, and 

other organisations. This makes switching away from Microsoft products less 

attractive and more costly for customers. For example, our customer research 

identified the bulk of customers’ clients, partners and providers used Microsoft, 

with most expressing concerns that moving away from Microsoft would cause 

friction or could isolate their organisation even if technically feasible.665  

5.171 Microsoft also benefits from a larger number of third-party applications that 

integrate with its products across digital activities, which creates indirect network 

effects that raise barriers to effective competition for alternative providers that 

cannot replicate the same volume and variety of third-party applications. 

(a) Historically Microsoft has had the highest market share in PC OS meaning it 

was the most attractive platform for developers to write software for. This 

helped create a wide library of applications for Microsoft’s PC OS, with 2023 

Microsoft marketing materials stating Windows 11 is compatible with 99.7% 

of third-party PC OS applications.666  

(b) Microsoft is the largest Security Software provider, and it markets its Security 

Store as offering more than 100 third-party solutions from ecosystem 

partners, showing that its customers benefit from a large number of third-

party integrations.667 

 
 
665 Jigsaw Customer Research, 28 September 2026, pages 31-32, paragraph 145. 
666 See sub-section ‘Network effects’ in section ‘Market power assessment - PC OS’ of Appendix A. 
667 See sub-section ‘Network effects’ in section ‘Market power assessment – Security Software’ of Appendix A. 
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(c) Customers and providers told us that the applications used by organisations 

often determine their choice of Microsoft in PC OS, Server OS, and RDBMS 

as they rely on applications that are designed to operate with these Microsoft 

products.668 Similarly, in PSS, customers described productivity, collaboration 

and communication workflows that are built around Microsoft applications 

and services.669 

5.172 These indirect network effects, particularly once customers become dependent on 

third-party applications that are embedded in the Microsoft products and their 

wider IT environment, raise barriers to switching for customers across digital 

activities. For example, our customer research found that many organisations 

describe dependencies driven by third-party business software core to their 

operations as a barrier to switching away from Microsoft’s products.670 As a result, 

moving away from Microsoft products may require customers to replace, 

reconfigure or modify other business-critical third-party applications, increasing 

switching costs. 

Customer-side frictions 

5.173 There are a range of customer-side frictions which mean that there are costs and 

risks involved in switching away from Microsoft products which weaken the 

competitive constraint on Microsoft across digital activities.  

5.174 First, switching away from Microsoft products across digital activities requires 

training users, administrators, and IT teams on how to use products from 

alternative providers, which can represent a significant switching cost. For 

example, our customer research identified user familiarity and IT resources as 

being important benefits of using Microsoft’s Business Software Ecosystem.671 

Consistent with this, customers expected productivity disruption, staff resistance 

and retraining costs if they moved to alternative providers of PSS. Similarly, 

customers in Windows Server and SQL Server also indicated that existing IT staff 

skillsets and preferences can create barriers to switching away from Microsoft 

products because migration requires retraining effort. 672 

 
 
668 See sub-section ‘Limitations to integration and interoperability’ in section ‘Market power assessment – Security 
Software’, sub-section ‘Reasons Windows Server is preferred for certain workloads’ in section ‘Market power 
assessment – Server OS’, and sub-section ‘Integration and interoperability with other Microsoft products’ of section 
‘Market power assessment – RDBMS’ of Appendix A. 
669 See sub-section ‘Limitations to integration and interoperability’ in section ‘Market power assessment – PSS’ of 
Appendix A.  
670 Jigsaw Customer Research, 28 September 2026, page 32, paragraph 147. This software includes ERP (Enterprise 
Resource Planning), finance packages, CAD (Computer Aided Design), sector specific software (eg Autodesk Revit, 
factory systems, police or council systems) that require Windows OS, Windows Server, and/or SQL Server to remain 
supported. 
671 Jigsaw Customer Research, 28 September 2026, pages 27 and 28, paragraphs 119 and 126. 
672 See sub-section ‘Extent to which new workloads are contestable’ of section ‘Market power assessment – RDBMS’ 
and sub-section ‘Reasons Windows Server is preferred for certain workloads’ of ‘Market power assessment – Server OS’ 
of Appendix A. 
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5.175 Second, Microsoft's existing relationships with customers can make it easier for 

Microsoft to expand its use within organisations through renewals, upgrades or 

broader Microsoft bundles as its products face fewer procurement, approval and 

security hurdles than alternative providers, which reduces the likelihood that 

alternatives are actively considered. 

(a) Alternative providers of security software told us that customers increasingly 

acquire Microsoft security products through Microsoft 365 renewals or 

upgrades rather than separate evaluations of competing products,673 while 

the inclusion of Windows within broader Microsoft bundles may similarly 

reduce customers' incentives to consider alternative PC OS providers when 

renewing with Microsoft.674 

(b) Alternative providers across digital activities told us that Microsoft's existing 

relationships with customers can make it easier for them to consider 

additional Microsoft products than those offered by alternative providers. This 

is because Microsoft products face fewer approval, security, and 

procurement hurdles than alternative providers whose products are not 

currently used by organisations.675  

5.176 Third, these application, data and technical dependencies give rise to substantial 

migration and implementation costs when customers switch away from Microsoft 

products. These migrations are resource-intensive processes that require 

substantial investment of time, money and technical expertise for customers to 

complete successfully (in many cases some of these costs are closely related to 

integration and interoperability between Microsoft’s products):  

(a) Our customer research found that cost is an important barrier to switching. 

Even where alternatives were cheaper, customers considered that switching 

required substantial internal staff time, external consultancy support, and 

training for staff moving away from Microsoft’s products.676 For larger or more 

integrated organisations, switching was estimated to cost from ‘tens of 

thousands’ up to ‘half a million’ pounds in one case. The expected ‘shadow 

costs’ of switching away from Microsoft products are considered as likely to 

eliminate any modest savings on the costs of products from alternative 

providers.677 

(b) In relation to Windows Server and SQL Server, workloads may incorporate 

Microsoft-specific technologies and functionality that are not transferable to 

 
 
673 See sub-section ‘Commercial bundling’ of section ‘Market power assessment – Security Software’ of Appendix A. 
674 See sub-section ‘Commercial bundling’ of section ‘Market power assessment – PC OS’ of Appendix A. 
675 For example: [] response dated [] to section 69 notice dated []; [] response dated [] to section 69 notice 
dated []; [] response dated [] to section 69 notice dated []; [] response dated [] to section 69 notice dated 
[]; [] response dated [] to section 69 notice dated []; [] response dated [] to section 69 notice dated []. 
676 Jigsaw Customer Research, 28 September 2026, pages 34-35, paragraphs 156 and 157. 
677 Jigsaw Customer Research, 28 September 2026, paragraph 157, page 34-35.  
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alternative providers. Consequently, migration requires organisations to 

review and modify application code, convert database schemas, replace 

unsupported functionality, and validate that applications continue to operate 

as intended following migration. These implementation costs may be 

particularly significant where workloads support critical business processes 

or where organisations maintain large, highly customised IT environments.678 

(c) For PSS and Security Software, implementation costs arise from migrating 

users, data, policies, configurations, and security controls to products from 

alternative providers. This process requires customers to recreate 

permissions structures, security policies, and to redesign processes that 

have become integrated with other Microsoft products. Where employees are 

heavily reliant on Microsoft products, organisations will incur additional 

implementation costs associated with user onboarding, support and training 

during the transition period.679 

5.177 Finally, the material risks involved in switching away from Microsoft products 

across digital activities act as a disincentive to do so for customers, with concerns 

relating to service disruption, downtime, and business continuity reducing the 

willingness of customers to switch even where products offered by providers are 

effective alternatives to Microsoft.680 For example, our customer research 

identified the potential issues and risks associated with transitioning to new 

software as a concern for many organisations, with migrations described as high-

consequence projects that could result in disruption to critical processes, 

downtime, unexpected compatibility issues, and challenges in transferring historic 

data, including risks of losing emails, documents and other business 

information.681 These risks, combined with limited perceived benefits from 

switching to alternative providers, reduce customers’ willingness to migrate away 

from Microsoft products. 

5.178 Overall, this evidence shows that customers face significant switching barriers 

when considering whether to move away from Microsoft products. These barriers 

arise from application, data, workflow and technical dependencies that become 

embedded within customer environments over time. The resulting migration costs 

and operational risks are reinforced by user familiarity and existing provider 

 
 
678 See sub-section ‘Barriers to switching for existing Server OS workloads’ in section ‘Market power assessment – 
Windows Server’ of Appendix A and sub-section ‘Competition for existing workloads’ in section ‘Market power 
assessment – RDBMS’ of Appendix A. 
679 See sub-section ‘Customer-side frictions’ of section ‘Market power assessment – PSS’ of Appendix A and sub-section 
‘Customer-side frictions’ of section ‘Market power assessment – Security Software’ of Appendix A. 
680 See sub-section ‘Customer-side frictions’ of section ‘Market power assessment – Security Software’, sub-section  
‘Customer-side frictions’ of section ‘Market power assessment – PSS’, sub-section ‘Customer-side frictions’ of section 
‘Market power assessment – PC OS’, sub-section ‘Barriers to switching for existing Server OS workloads’ of section 
‘Market power assessment – Server OS’, and sub-section ‘Barriers to switching for existing RDBMS workloads’ of 
section ‘Market power assessment – RDBMS’ of Appendix A. 
681 Jigsaw Customer Research, 28 September 2026, page 33-34, paragraph 154.  
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relationships, which weaken the competitive constraint imposed by alternative 

providers.  

Implications of these barriers to effective competition with Microsoft’s Business 

Software Ecosystem 

5.179 As reflected in these barriers, considering Microsoft’s market power only in its 

individual digital activities misses its key strength which is to offer an integrated 

suite of products which is broader than that of its competitors. The barriers also 

mean that Microsoft’s position in each digital activity is mutually reinforcing – with 

barriers to effective competition in individual digital activities compounding when 

customers buy more than one digital activity. 

5.180 Microsoft has submitted that customers benefit from technical integration and 

interoperability, and commercial bundling in particular.682 Specifically, Microsoft 

told us that it competes by offering customers technology that is useful, secure, 

easy to deploy and manage, and available at an attractive overall price. Microsoft 

also said that a broader offering can make ownership easier by reducing 

integration work, simplifying administration, and enabling more consistent user 

experience, at a lower overall price compared with purchasing each component 

separately.683 Customers also recognised these effects. For example: 

(a) Our customer research identified integration as the key benefit that underpins 

and reinforces many other benefits of using Microsoft’s products. Microsoft is 

valued by nearly all participants primarily as an end-to-end stack where 

identity, security, device management, productivity PC operating system, 

server operating system and cloud services are integrated.684 

(b) Our customer research also found that Microsoft is seen as relatively good 

value for money for what is offered. Bundles are seen as more cost-effective 

than buying and managing separate licences. Some customers also access 

discounts (for example, for buying at volume, discounts on list prices from 

resellers or significant charity price reductions).685  

(c) Customers in PSS considered that Microsoft’s PSS offers benefits through 

the inclusion of a wide range of applications and functionalities, particularly 

when purchased as part of M365 bundles. Customers also cited easier 

software procurement, simpler implementation, and potential cost savings, 

 
 
682 Microsoft [] Microsoft's submission to the CMA dated []. Our evidence from customers do value the commercial 
linkages between products in Microsoft suites. However, Microsoft’s submission did not consider the cumulative effect of 
these linkages on the ability of other providers to compete effectively with Microsoft which we have considered as part of 
our assessment. We discuss this in more detail below.   
683 Microsoft’s response dated [] to section 69 notice dated [].  
684 Jigsaw Customer Research, 28 September 2026, paragraph 118, page 27.  
685 Jigsaw Customer Research, 28 September 2026, paragraph 120, page 27-28.  
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with commercial linkages between Microsoft products influencing provider 

choice and increasing the attractiveness of Microsoft’s offering.686  

(d) Customers in Security Software told us that Microsoft’s products provide 

benefits as result of their easy integration with one another as well as with 

products in other digital activities. These interoperability benefits were said to 

improve administration, deployment and risk management by combining 

signals across systems.687  

(e) Customers in Server OS and RDBMS told us that they benefit from 

integration of Windows Server and SQL Server with Microsoft products in 

other digital activities. Some customers preferred consolidating software 

purchases with Microsoft to reduce complexity, improve interoperability and 

secure commercial benefits, reinforcing the value of using Windows Server 

and SQL Server alongside other Microsoft products.688 

5.181 The fact that customers value, for example, discounts does not, by itself, 

demonstrate that these indicate low prices or that Microsoft offers these discounts 

in response to competition.689 Customers can only assess the value of discounts 

relative to the prices and options available to them today rather than those that 

would be available to them in a more competitive setting. A discount may therefore 

appear attractive to customers while at the same time contributing to a market 

structure that delivers higher prices and overall worse outcomes for customers. In 

addition, effective rivalry can drive innovation, quality improvements and better 

customer service. It is particularly difficult for customers to evaluate the quality of 

products that would be available to them if Microsoft faced greater competition. 

5.182 As we have established in our individual digital activity assessments and as 

summarised above, Microsoft's commercial and technical integration weakens the 

competitive constraint imposed by rivals within individual product and digital 

activity categories. Providers with narrower product portfolios are unable to 

replicate the commercial and integration benefits that Microsoft offers across a 

broad range of business software. Customers seeking to assemble an alternative 

solution from multiple standalone providers would need to overcome the loss of 

those commercial and integration benefits across several digital activities 

simultaneously. 

 
 
686 See sub-section ‘Limitations to integration and interoperability’ of section ‘Market power assessment – PSS’ of 
Appendix A. 
687 See sub-section ‘Limitations to integration and interoperability’ of section ‘Market power assessment – Security 
Software’ of Appendix A. 
688 See sub-section ‘Reasons Windows Server is preferred for certain workloads’ of section ‘Market power assessment – 
Server OS’ and sub-section ‘Integration and interoperability with other Microsoft products’ of section ‘Market power 
assessment – RDBMS’ of Appendix A 
689 A similar dynamic applies for technical integration and interoperability. Specifically, such integration and 
interoperability may appear attractive to customers while at the same time contributing to a market structure that delivers 
higher prices and overall worse outcomes for customers. 
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5.183 More specifically, the cumulative effect of these factors is that to attract customers 

an alternative provider of a standalone product need to: 

(a) Offer a complementary product to Microsoft’s – for example a product that 

addresses a different use case (such as customer rather than employee 

identity access management). In this scenario competition with Microsoft 

from this provider is limited; and/or 

(b) Target a subset of customers with particular requirements – for example 

customers for whom security is a particular concern or digital natives with 

limited requirements to use Microsoft’s suite of products. In this scenario 

competition with Microsoft is also limited; and/or 

(c) Offer significantly superior functionality than Microsoft’s equivalent product to 

justify the additional expense of having duplication and/or to overcome the 

additional integration and interoperability barriers involved. In this scenario, 

the effect of Microsoft’s commercial and technical advantages is to 

significantly limit the ability of these providers to develop products which can 

compete with Microsoft on a sustained basis. This is especially the case 

because companies accounting for the highest value opportunities are most 

likely to be deeply embedded in the Microsoft Business Ecosystem and will 

face the highest barriers to switching.690 

5.184 Consequently, the effect of Microsoft’s commercial and integration advantages is 

to limit the ability for alternative providers to compete directly with Microsoft, 

creating an incentive for these providers to differentiate their products. 

5.185 Consistent with this assessment, at times Microsoft has faced potential 

competitive threats to its ecosystem, or elements of it – for example, Slack and 

Zoom in communication and collaboration software. However, likely as a result of 

Microsoft being able to expand its product offering, as well as using its commercial 

and integration advantages, these threats have generally not been sustained, with 

rivals over time specialising in complementary use cases or serving specific 

groups of customers rather than competing directly with Microsoft.691 

5.186 As a result, an important implication of the barriers to competition which apply 

across Microsoft’s Business Software Ecosystem as a whole is to limit the 

competitive constraint on Microsoft from standalone providers both individually and 

 
 
690 As illustrated by the fact that [80-90]% of revenue is accounted for by UK organisational customers purchasing 
Microsoft products across all five digital activities in 2025. The average spend of these customers was [$600,000-
$700,000] in 2025. In comparison, the average spend of UK organisational customers that only purchased Microsoft 
products in PSS was [$200-$300] in 2025. See sub-section ‘Customer purchasing across digital activities’ of Appendix B 
‘Customer data analysis’. 
691 For example, [] response dated [] to section 69 notice dated []; [] response dated [] to section 69 notice 
under DMCCA in the context of the CMA deciding whether to exercise its digital markets functions dated []; [] dated 
[] to section 69 notice dated [].  
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in aggregate. In the next section we consider whether Microsoft faces competition 

from any other providers of a suite of products. 

Competition between Microsoft and alternative providers of business software  

5.187 The barriers to competition we have described above and in our individual digital 

activity assessments also mean that there are likely to be significant barriers to 

switching to another provider of an alternative suite of products. An alternative 

provider would need to overcome Microsoft’s advantages not only in a single 

digital activity but across multiple digital activities.  

5.188 The only alternative provider of business software that competes with Microsoft in 

each digital activity is Google. Microsoft submitted that, across all digital activities, 

Google is typically Microsoft’s most significant competitor and is particularly well 

placed to take advantage in the AI era due to its unique position across every layer 

of the AI stack.692 Microsoft provided a selection of documents that, in its view, 

[]693 We have therefore considered in more detail whether and the extent to 

which competition with Google constrains Microsoft’s in relation to its Business 

Software Ecosystem.  

5.189 We have seen some evidence of competition between Microsoft and Google. For 

example, some customers have switched between Microsoft’s PSS and Google 

Workspace or consolidated their business software needs with Google by 

migrating away from Microsoft and minimising their use of Microsoft’s products 

across digital activities.694 

5.190 However, as shown in our digital activity assessment, in each digital activity 

Google has a considerably weaker position than Microsoft. For example, Google 

had a small share of supply in PC OS ([0-5]% share of UK revenues), in PSS ([10-

20]% share of UK revenues), and Security Software ([0-5]% share of UK 

revenues).695 Microsoft’s revenues from the sales of its M365 E3 and E5 bundles 

in the twelve months to June 2025 were [5-10] times those earned by Google from 

the sale of its Workspace packages in the same period.696 

5.191 There is also a significant degree of differentiation between Microsoft and Google 

that weakens the competitive constraint from Google on Microsoft across digital 

activities.  

 
 
692 Microsoft’s response dated [] to section 69 notice dated []. 
693 Microsoft’s response dated [] to section 69 notice dated []. 
694 Note of call with [] on []; Note of call with [] on []; Note of call with [] on []. 
695 See Appendix C ‘Market outcomes’. 
696 CMA analysis of Microsoft’s response dated [] to section 69 notice under DMCCA in the context of the CMA 
deciding whether to exercise its digital markets functions dated [], []; [] response dated [] to section 69 notice 
dated []. 
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(a) []697  

(b) Organisations are typically aligned with either Microsoft or Google business 

software, often describing themselves as a ‘Microsoft shop’ or ‘Google 

shop’.698 This suggests that Microsoft and Google are differentiated product 

offerings with distinct customer bases and technology environments. As a 

result, Microsoft customers may not consider Google products as close 

substitutes across digital activities, weakening the competitive constraint 

imposed by Google on Microsoft’s Business Software Ecosystem.  

(c) Customers in PSS, PC OS, and Security Software identified factors that 

limited the attractiveness of Google’s offerings relative to Microsoft’s. In PSS, 

customers highlighted difficulties replicating Microsoft’s integration within 

PSS and with other digital activities as well as limitations in the functionalities 

of Workspace products, particularly in Google Sheets relative to Excel.699 In 

PC OS, customers viewed Google’s offering as a low-cost, cloud-based 

option suited to web-based workloads but considered that user unfamiliarity 

and enterprise functionality limitations reduced its substitutability with 

Microsoft.700 In Security Software, customers suggested that Google and 

Microsoft products are often complementary rather than close substitutes, 

with some retaining Microsoft products for critical use cases or alongside 

Google and other providers as part of a best-of-breed approach.701 

(d) Microsoft’s internal documents [].702 In PSS, Microsoft notes that it can win 

and retain customers by [].703  

5.192 In addition, the barriers to competition with Microsoft’s Business Software 

Ecosystem we have identified for Microsoft’s existing customers across digital 

activities (including but not limited to costs related to training users, data migration 

processes, and the loss of network effects) limit the competitive constraint on 

Microsoft from competition with Google across digital activities. 

(a) [].704 

 
 
697 [] response dated [] to section 69 notice dated []. 
698 Cloud Services Market Investigation Qualitative Customer Research conducted by Jigsaw (2024), pages 29 and 30. 
699 Jigsaw Customer Research, 28 September 2026, page 44, paragraph 195; [] response dated [] to section 174 
notice under the Enterprise Act in the context of the CMA's Cloud Services Market Investigation dated []; [] 
response dated [] to section 174 notice under the Enterprise Act in the context of the CMA's Cloud Services Market 
Investigation dated []; [] response dated [] to section 174 notice under the Enterprise Act in the context of the 
CMA's Cloud Services Market Investigation dated []; [] response dated [] to questions in lieu of a call dated []; 
Note of call with [] on []; Note of call with [] on []. 
700 Jigsaw Customer Research, 28 September 2026, page 64, paragraph 246. []; Note of call with [] on []; Note of 
a call with [] on []. The call took place in the context of the CMA deciding whether to exercise its digital markets 
functions and the note has been transferred to the case file for this investigation. 
701 Note of call with [] on []; Note of call with [] on []. 
702 Microsoft internal document, [] to section 69 notice dated []. 
703 Microsoft’s internal document, [] to section 69 notice dated []. 
704 [] response dated [] to section 69 notice dated []. 

https://assets.publishing.service.gov.uk/media/664f02634f29e1d07fadcd56/Cloud_Services_Market_Investigation_Qualitative_Customer_Research_Final_Report_.pdf
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(b) [].705 

(c) The costs of switching from Microsoft to Google products for UK 

organisational customers that purchase products in all five digital activities 

from Microsoft (that on average spent $[600,000-700,000] in 2025) are likely 

be material relative to their spend on business software and act a 

disincentive to do so, leading them to being ‘locked in’ to purchasing 

Microsoft products.706 

5.193 New customers (eg digital-native organisations that have yet to select their 

provider of business software that best meets their needs) may have more choice 

between Microsoft and Google because their choice is less likely to be affected by 

existing application dependencies. However, many of the barriers to competition 

remain, limiting the competitive constraint from Google even for these new 

customers. For example, the choices of new customers can be influenced by the 

use of Microsoft products by other organisations as a result of Microsoft's position 

as the industry standard across digital activities. In addition, this does not 

constrain Microsoft’s market power across digital activities as Microsoft can 

negotiate individually with large customers (who account for most of Microsoft’s 

revenue) and can price discriminate between new and existing customers. 

5.194 We have also considered Google’s position in products that are adjacent to those 

in the Business Software Ecosystem and in particular its position as a provider of 

cloud infrastructure services in the UK and the extent to which this allows it to be a 

stronger competitor to Microsoft’s Business Software Ecosystem. 

(a) The CMA’s Cloud market investigation found that Microsoft was one of the 

two largest providers of cloud services in 2024, with a high share of supply of 

[30-40]% in IaaS and a share of supply of [20-30]% in PaaS, whereas Google 

had a much lower share of supply in both IaaS and PaaS at [5-10]%.707 The 

Cloud market investigation also found that Microsoft’s licensing practices are 

adversely impacting the competitiveness of Google for workloads where 

Windows Server and SQL Server are relevant.708 

(b) Google’s position in cloud services, despite its recent growth, has not led to it 

increasing its position in products that compete with Microsoft’s Business 

Software Ecosystem. For example, Google told us that it has not been able 

to compete effectively with Microsoft to win traditional enterprise customers' 

IaaS workloads as a result of Microsoft’s licensing practices. Google 

submitted that these workloads contributed only [10-20%] of Google Cloud 

 
 
705 [] response dated [] to section 69 notice dated []. 
706 See section ‘Customers that purchase products across all five digital activities’ of Appendix B ‘Customer data 
analysis’. 
707 Cloud MI, Final Decision report, 31 July 2025, paragraphs 5 and 6. 
708 Cloud MI, Summary of Final Decision report, paragraphs 35 and 36(c). 
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Platform UK's total year-on-year growth to Q1 2026. In contrast, []% of 

GCP UK's revenue growth over the same period came from [].709 [].710 

(c) The [] decline in the absolute and relative usage of Windows Server on 

Google Cloud also shows that Google’s position in cloud services does not 

mean it can increase its position in products that compete with Microsoft’s 

Business Software Ecosystem. Our analysis shows that usage of Windows 

Server on Google Cloud was []% in 2025 (down from []% in 2022), 

compared to Windows Server share on Azure of [30-40]% in 2025 (down 

from [40-50]% in 2022).711 

5.195 In relation to developments in AI, which we also consider as part of our 

assessment of future market developments below, the evidence we have seen to 

date does not show that Gemini’s capabilities are sufficiently superior to 

Microsoft’s Copilot in use cases relevant to Microsoft’s Business Software 

Ecosystem (in particular AI features and functionalities in PSS and Security 

Software) to incentivise switching away from it. We have also found that the use of 

Google’s Gemini AI features and functionalities in PSS by UK organisational 

customers is more limited than Microsoft’s M365 Copilot Offerings: Microsoft’s 

M365 Copilot Offerings in July 2026 have [3.5-4.0] million users and Gemini for 

Workspace has [1.5-2.0] million users in May 2026.712  

5.196 When taken together, this evidence suggests that, while Google provides some 

competitive constraint on Microsoft, differences in its offerings and significant 

switching costs limit competition for many existing Microsoft customers. As a 

result, many organisations remain locked into the Microsoft ecosystem, reducing 

the effectiveness of Google’s competitive constraint on Microsoft. While 

competition may be stronger for new customers, this can be influenced by 

Microsoft's position as the industry standard across digital activities and is not able 

to constrain Microsoft's ability to discriminate on price between new and existing 

customers. 

5.197 Other than Google, no alternative provider of business software offers a 

comparable range of products to Microsoft.713 This means that, for Microsoft’s 

existing customers, organisations would need to switch from Microsoft to multiple 

alternative providers to fulfil the same purpose as Microsoft’s Business Software 

Ecosystem. Given the limitations to integration and interoperability we have 

considered above in relation to the barriers to effective competition to Microsoft’s 

 
 
709 [] submission to the CMA dated [].  
710 [] response dated [] to section 69 notice dated []. 
711 See sub-section ‘Usage-based shares of supply’ in section ‘Market power assessment – Server OS’ of Appendix A 
712 See sub-section ‘Providers of AI features and functionalities’ in section ‘Market power assessment – PSS’ of 
Appendix A. 
713 For example: Amazon offers products in Server OS, RDBMS, Security Software, and PSS; IBM offers products in 
Server OS, RDBMS, PC OS, and Security Software; Canonical offers products in Server OS, RDBMS, and PC OS; and 
Oracle offers products in Server OS, RDBSM, and Security Software.  
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Business Software Ecosystem, the competitive constraint on Microsoft from such a 

possibility is limited.  

Our provisional conclusion on Microsoft’s market power in its Business Software 

Ecosystem 

5.198 The evidence we have seen to date demonstrates that Microsoft faces limited 

competitive constraint and has been able to sustain substantial market power in its 

Business Software Ecosystem over time. This is underpinned by our provisional 

digital activity specific assessments and our provisional view that Microsoft’s 

position in each digital activity mutually reinforces its position across its Business 

Software Ecosystem. While there are some differences across digital activities, 

Microsoft’s strong position in each is reinforced by the barriers to competition we 

have described above, which also mean that these positions are mutually 

reinforcing. For example: 

(a) Microsoft is by far the largest provider of PSS (with revenues at least five 

times larger than Google in the UK); Security Software (with revenues at 

least five times larger than its nearest rival, Okta, in the UK); and PC OS (eg 

Microsoft’s internal estimates suggest it has a global (excluding China) share 

of [70-80]%). 

(b) Although open-source software is often used for a different set of workloads 

to those where Windows Server and SQL Server are used, Microsoft is the 

largest provider by revenue in the UK of Server OS ([70-80%] share by 

revenue in 2025) and RDBMS ([40-50%] share by revenue in 2025).  

5.199 This assessment that the competition Microsoft currently faces is limited is 

consistent with a range of other outcomes.  

5.200 First, as we have described Microsoft initially built a leading position for operating 

systems and productivity applications – and has over time grown its product offer 

by broadening its suite of productivity applications and expanding into new areas 

such as security and database management. As a result, Microsoft has been able 

to gradually expand its offer in business software, using a position of strength in a 

core range of products to grow its position elsewhere. At times Microsoft has faced 

potential competitive threats to its ecosystem, or elements of it, for example Slack 

and Zoom in communication and collaboration software. However, when this has 

occurred Microsoft has been able to expand its product offering, using its 

advantages, and these threats have generally not been sustained, with rivals over 

time specialising in complementary use cases or serving specific groups of 

customers rather than competing directly with Microsoft. 

5.201 Second, we have assessed the profitability of Microsoft’s Business Software 

Ecosystem. This analysis shows that: 
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(a) Microsoft overall has been highly profitable over the last ten years in absolute 

terms, and its profit margin continues to increase. We estimate that the digital 

activities in Microsoft’s Business Software Ecosystem contribute 

approximately 40%-50% of Microsoft’s total global revenues and a majority 

share of Microsoft’s profits.714 

(b) Microsoft’s profitability, when measured as a percentage ROCE (return on 

capital employed), has been over 70% for the last nine years, substantially 

higher than our estimate of Microsoft’s WACC (weighted average cost of 

capital) of 10-15%.715 The ROCE for the reporting segments which cover 

each of the digital activities has also been substantially higher than WACC 

for the last five years. 

(c) We estimate that this high return means that Microsoft was able to earn £[4-

5] billion of profits in 2025 in excess of a return based on our estimate of its 

cost of capital from the reporting segments which cover its UK Business 

Software Ecosystem digital activities.716 Taken together, this evidence 

indicates that Microsoft’s Business Software Ecosystem has generated 

profits that are substantially and persistently in excess of normal returns, 

consistent with the ability to sustain high prices and the existence of 

substantial market power. 

5.202 Finally, Microsoft’s position across digital activities has endured despite its 

customers sometimes acknowledging its products were lower quality than those 

offered by alternative providers. For example, our customer research found that 

some Microsoft products can be seen as ‘good enough’ but not best-in-class 

(including Copilot), with general complaints about clunky UX or performance (eg in 

Teams, SharePoint, Outlook, OneDrive and Power Platform), and gaps in 

capability versus specialists. Several customers cited reliability or performance 

issues (crashes, slowdowns, missing features in new Outlook, SharePoint 

limitations for large files) and view security products as weaker than dedicated 

 
 
714 CMA analysis of Microsoft Form 10-Ks, [] response dated [] to the section 69 notice dated []. 
715 Given the integrated and global nature of Microsoft’s business and the products and services in its business software 
ecosystem, and that the digital activities are included across all of Microsoft’s reporting segments and it does not report 
or track the profitability of its activities at a UK level, we have assessed global figures and consider the profitability of 
Microsoft overall to be primarily relevant to assessing its business software ecosystem profitability. We have estimated 
Microsoft’s WACC for its business software ecosystem business and constituent digital activities to be around 10-15%, 
primarily based on Microsoft’s own internal WACC calculations for Microsoft overall and reporting segments. [] 
responses dated [] to the section 69 notice dated [] and CMA analysis of Microsoft’s internal document, [] to the 
section 69 notice dated 26 May 2026 []. 
716 Given the global nature of Microsoft’s cost reporting structures, and having seen no evidence that Microsoft’s UK 
activities have materially higher operating costs relative to its global business, we estimate that Microsoft’s UK Business 
Software Ecosystem business is generating economic profits substantially higher than Microsoft’s cost of capital. We 
note that due to the availability of financial data this estimate is based on our analysis of Microsoft’s three reporting 
segments (M365 Commercial, Server products and cloud services, Device Licensing) which we consider most closely 
represent the digital activities. Given Microsoft’s segment reporting structure, this means that our estimate will include 
some product and services which are not part of the digital activities, however as set out in the Profitability appendix, 
these reporting segments should be largely reflective of, and a reasonable proxy for estimating, the scale of Microsoft's 
Business Software Ecosystem in the UK. 
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vendors despite improvement.717 Consistent with this, a Microsoft internal 

document from February 2024 shows a [].718 

5.203 Overall, our provisional view is that Microsoft holds substantial market power in its 

Business Software Ecosystem.  

Expected and foreseeable market, regulatory, and other developments that could 

impact Microsoft’s Business Software Ecosystem 

5.204 As we have described above, we have provisionally found that Microsoft holds 

substantial market power in each of the digital activities which form part of its 

Business Software Ecosystem as well as in its Business Software Ecosystem as a 

whole. We have also discussed how these positions have persisted over time and 

are reinforced by significant barriers to competition (including the mutual 

reinforcing of these positions).  

5.205 The persistence of the position of Microsoft’s Business Software Ecosystem and 

the scale of the barriers to competition we have identified are also consistent with 

Microsoft having entrenched market power. In this context, we consider that 

significant changes in the competitive dynamics would be required to eliminate 

Microsoft’s substantial market power in the next five years.  

Market developments 

5.206 Microsoft told us that it expects competition across its Business Software 

Ecosystem to intensify over the next five years because of the effect of AI, which 

has already strengthened competitive constraints to Microsoft following the 

emergence of generative AI.719 In particular: 

(a) AI is automating aspects of application re-platforming and migration work that 

Microsoft said has historically created friction when customers switch to 

alternative providers of Server OS and RDBMS; 

(b) Generative AI is enabling alternative providers in PSS (such as Google and 

OpenAI) to develop AI-native alternatives that can create, edit and process 

standard document formats; 

(c) AI-powered threat detection and response capabilities are being developed 

and marketed by providers such as Palo Alto Networks, CrowdStrike and 

Wiz, which compete with Microsoft in Security Software; and 

 
 
717 Jigsaw Customer Research, 28 September 2026, page 30, paragraph 135; page 9, paragraph 31; and page 97, 
paragraph 352.  
718 Microsoft’s internal document, [] to section 69 notice []. 
719 [] response dated [] to section 69 notice dated []; [] submission to the CMA dated []; [] response dated 
[] to invitation to comment []. 
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(d) AI workflows run through mobile, browser-based and cloud-delivered 

applications reducing dependence on a specific PC OS.  

5.207 We have considered whether there are any market developments likely to affect 

Microsoft’s market position in its Business Software Ecosystem in the next five 

years before assessing the impact of regulatory and other developments. In 

particular we focused on:  

(a) An alternative provider of products across digital activities emerging to rival 

Microsoft’s Business Software Ecosystem in terms of scale and 

interoperability advantages;  

(b) Developments in AI fundamentally changing customers’ business software 

requirements and how they are used; or 

(c) Other expected or foreseeable market developments sufficient in scope, 

timeliness and impact to eliminate Microsoft’s market power in its Business 

Software Ecosystem. 

5.208 The evidence we have seen to date does not suggest that these expected or 

foreseeable market developments are likely (whether individually or in 

combination) to be sufficient in scope, timeliness and impact to eliminate 

Microsoft’s substantial market power in the provision of its Business Software 

Ecosystem in the next five years. 

5.209 First, no alternative provider of products in three or more digital activities told us 

that they currently have plans to launch products in other digital activities to 

compete with Microsoft’s Business Software Ecosystem.720 We therefore do not 

expect another alternative provider to emerge in the next five years with a 

comparable portfolio of products across digital activities that can rival Microsoft’s 

Business Software Ecosystem. 

5.210 Second, alternative providers told us that they did not expect to be able to 

compete more strongly with Microsoft over the next five years due to the barriers 

to effective competition they face, in particular the technical and commercial 

linkages between products in Microsoft’s Business Software Ecosystem. For 

example: 

(a) An alternative provider present in multiple digital activities told us it does not 

expect to compete more strongly with Microsoft as organisations depend on 

 
 
720 [] response dated [] to section 69 notice dated []; [] response dated [] to section 69 notice dated []; [] 
response dated [] to section 69 notice dated []; [] response [] to section 69 notice []; [] response dated [] 
to section 69 notice dated []; [] response dated [] to section 69 notice dated []; [] response dated [] to 
section 69 notice dated []. 
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Microsoft’s PSS and Microsoft limits access to certain functionality when 

customers run Microsoft’s PSS in combination with third-party products.721  

(b) Another alternative provider present in multiple digital activities said that, 

while it continues to invest to attract organisational customers, this is unlikely 

to strengthen competition materially as many customers are already 

embedded within Microsoft’s Business Software Ecosystem and Microsoft 

continues to reinforce customer retention and limit switching through its 

practices.722 

(c) One other alternative provider present in multiple digital activities told us that, 

while its investments will position it well to compete with some of its direct 

competitors, it aims to offer complementary features that interoperate with 

Microsoft offerings as much as possible.723 

5.211 Third, as we have explained in our digital activity-specific assessments in 

Appendix A, we have seen no clear and convincing evidence that current 

technology trends related to AI are likely to be sufficient in scope, timeliness and 

impact to eliminate Microsoft’s market power in any individual digital activity.724 

Indeed, as a result of the competitive advantages available to Microsoft and the 

investments it has made in AI features and functionalities, Microsoft appears well 

placed to meet the needs of organisations that wish to use AI features and 

functionalities as part of the products included in its Business Software Ecosystem 

in the coming years.  

(a) Microsoft is well positioned to respond to developments in AI to maintain its 

market position across digital activities, for example developing its M365 

Copilot Offerings and Security Copilot to meet the needs of its customers 

looking to incorporate AI features and functionalities into their PSS and 

Security Software products. These products benefit from Microsoft’s large 

customer base, native integration with Microsoft products within and across 

digital activities, and being included in or an add-on to the bundles purchased 

by Microsoft’s largest organisational customers.725 This is consistent with the 

current adoption and use of Microsoft’s M365 Copilot Offerings, which has 

achieved substantially higher adoption than Gemini, Claude, or ChatGPT 

among UK organisations, and could reinforce Microsoft’s market position in 

PSS as it benefits from integration with other applications, features, and 

 
 
721 [] response dated [] to section 69 notice dated []. 
722 [] response dated [] to section 69 notice dated []. 
723 [] response dated [] to section 69 notice dated []. 
724 See section Appendix A  
725 See sub-sections ‘Providers of AI features and functionalities’ and ‘Expected and foreseeable developments in PSS’ 
of section ‘Market power assessment – PSS’, and ‘Expected and foreseeable developments in Security Software’ of 
section ‘Market power assessment – Security Software’ of Appendix A. 
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functionalities included in Microsoft’s PSS as well as other Microsoft products 

used by customers.726  

(b) A Microsoft internal document from [].727 The same document explains 

that: ‘[]’.728 

(c) More generally, [].729 In particular, an internal strategy document indicates 

that AI adoption will expand Microsoft’s [].730 Consistent with this, our 

review of Microsoft’s public announcements and internal documents indicates 

that it is expecting large, accelerating revenue growth from its AI services, 

and based on Microsoft’s financial projections relating to future revenue and 

profitability, we have seen no evidence that its high levels of profitability 

would not continue.731  

5.212 Finally, we have not identified any other expected or foreseeable development that 

is likely to affect Microsoft’s position in any individual digital activity. For example: 

(a) While web-based applications may reduce reliance on desktop software for 

some customers, the evidence we have seen to date does not indicate that 

this has materially weakened Microsoft’s position in PC OS. Web-based 

applications are not a new development, and other factors supporting 

Microsoft’s position, including integration, interoperability, user familiarity and 

bundling, would remain relevant. 

(b) The transition to cloud-based environments is unlikely to weaken Microsoft’s 

position in Security Software over the next five years. Instead, cloud 

migration may reinforce customers’ reliance on Entra ID and the wider 

Microsoft security products, with some alternative providers describing cloud 

migration as structurally advantageous to Microsoft. 

(c) Migration to cloud creates some opportunities for customers to modernise 

their applications and consider switching Server OS or RDBMS. However, as 

discussed in our assessments of Server OS and RDBMS switching remains 

difficult, risky and costly. Microsoft has also been able to retain a strong 

 
 
726 See sub-section ‘Providers of AI features and functionalities’ in section ‘Market power assessment – PSS’ of 
Appendix A. 
727 Microsoft’s internal document, [] to section 69 notice dated []. 
728 Microsoft’s internal document, [] to section 69 notice dated []. 
729 See section ‘Forecast profitability’ of Appendix D ‘Profitability’ 
730 Microsoft’s internal document, [] to the section 69 notice dated []. 
731 We note for example that on the most recent earnings call, Microsoft’s CEO said that ‘customers increasingly go “all 
in” on an integrated AI offering that brings together Copilot, E5, Entra, and Agent 365’ and he has ‘never been more 
confident in Microsoft’s opportunity to drive durable, long-term growth and ensure the benefits of AI flow broadly’, with 
revenue for the 2026/27 financial year forecast to grow at 16-17%, reflecting accelerating commercial growth partially 
offset by PC market dynamics. ‘Microsoft FY26 Fourth Quarter Earnings Conference Call’, dated 29 July 2026, accessed 
by the CMA on 11 September 2026 TranscriptFY26Q4.docx, pp 7-9, 11, 16, 26-28, 38-39. Taking into account 
Microsoft’s current high levels of investment in AI, our analysis also indicates that Microsoft’s ROCE will remain above 
the benchmark WACC for the next five years. Microsoft’s internal document, [] to the section 69 notice dated []; 
Microsoft’s response dated [] to the section 69 notice dated []. 

https://view.officeapps.live.com/op/view.aspx?src=https://cdn-dynmedia-1.microsoft.com/is/content/microsoftcorp/TranscriptFY26Q4.docx
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position across RDBMS and SQL as UK organisations build-out their cloud 

usage over the last ten years, supported by its leading position in cloud via its 

Azure platform. We therefore do not consider that cloud is likely to disrupt 

Microsoft's position in Server OS or RDBMS. 

5.213 Consequently, we consider that any expected or foreseeable market 

developments are unlikely to eliminate Microsoft’s market power in relation to its 

Business Software Ecosystem as a whole. 

Regulatory and other developments 

5.214 Microsoft has significant global operations, and it is not possible to anticipate every 

regulatory development across all jurisdictions. However, we have set out below 

the regulatory and other developments within the UK and internationally that we 

consider have the most potential relevance to our assessment of whether 

Microsoft has substantial and entrenched market power in respect of its business 

software ecosystem. 

Developments in the UK 

5.215 The following developments are taking place within the UK: 

(a) Collective proceedings have been brought against Microsoft in the 

Competition Appeal Tribunal (the CAT) alleging abuses of dominance in 

relation to software markets, specifically Windows Server and pre-owned 

perpetual licences (POLs), including those for different versions and editions 

of Windows and Office.732 733 

(b) Following the Cloud market investigation, Microsoft (alongside Amazon) has 

been taking steps to lower egress fees and improve interoperability in the 

context of cloud provider switching and multi-cloud use.734 The CMA has 

given an update on its monitoring of these actions alongside this report.735 

(c) Under its consumer protection enforcement powers, the CMA is looking into 

concerns that UK consumers may not have been given clear information 

upfront about subscription options when changes were made to Microsoft 

365 Personal and Family subscription plans, including adding new features 

such as Copilot. The CMA is investigating whether Microsoft’s 

communications with customers before renewal of subscriptions were 

 
 
732 See 1696/7/7/24 Dr Maria Luisa Stasi v Microsoft Corporation, Microsoft Limited & Microsoft Ireland Operations 
Limited - Summary of Collective Proceedings Claim Form | 2 Jan 2025 and 1731/7/7/25 Alexander Wolfson v Microsoft 
Corporation & Ors - Summary of claim | 29 Sep 2025. 
733 A private action by a reseller of POLs has also been brought in the CAT (JJH Enterprises v Microsoft Corporation and 
Others (JJH)). 
734 CMA announces package of actions on business software and cloud services - GOV.UK 
735 Business software and cloud services - GOV.UK 

https://www.catribunal.org.uk/sites/cat/files/2025-01/16967724%20Dr%20Maria%20Luisa%20Stasi%20v%20Microsoft%20Corporation%2C%20Microsoft%20Limited%20%26%20Microsoft%20Ireland%20Operations%20Limited%20-%20Summary%20of%20Collective%20Proceedings%20Claim%20Form%20%202%20Jan%202025.pdf
https://www.catribunal.org.uk/sites/cat/files/2025-01/16967724%20Dr%20Maria%20Luisa%20Stasi%20v%20Microsoft%20Corporation%2C%20Microsoft%20Limited%20%26%20Microsoft%20Ireland%20Operations%20Limited%20-%20Summary%20of%20Collective%20Proceedings%20Claim%20Form%20%202%20Jan%202025.pdf
https://www.catribunal.org.uk/sites/cat/files/2025-09/17317725%20Alexander%20Wolfson%20v%20Microsoft%20Corporation%20%26%20Ors%20-%20Summary%20of%20claim%20%2029%20Sep%202025.pdf
https://www.catribunal.org.uk/sites/cat/files/2025-09/17317725%20Alexander%20Wolfson%20v%20Microsoft%20Corporation%20%26%20Ors%20-%20Summary%20of%20claim%20%2029%20Sep%202025.pdf
https://www.gov.uk/government/news/cma-announces-package-of-actions-on-business-software-and-cloud-services
https://www.gov.uk/government/publications/business-software-and-cloud-services
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misleading. The CMA has reached no conclusions about whether Microsoft 

has broken the law. 

(d) The UK government has designated Microsoft as one of four ‘Critical Third 

Parties’736 to the UK financial system.737 Under this designation, which 

relates to cloud services provision, UK financial regulators will jointly oversee 

the critical services Microsoft (and other Critical Third Parties) provide to the 

financial sector, helping to ensure it has robust arrangements in place to 

identify, manage and recover from operational disruption affecting critical 

services used across the financial sector – including through the imposition of 

specific rules.738 

5.216 Our provisional view is that these developments (whether individually or in 

combination) are unlikely to be sufficient in scope, timeliness and impact to 

eliminate Microsoft’s market power in respect of its Business Software Ecosystem 

in the next five years. In particular: 

(a) Although each of the cases at the CAT concerns products that are related to 

the scope of this Proposed Decision, at the time of this Proposed Decision 

the respective outcomes of these cases are uncertain both in terms of 

whether the claims will succeed and what, if any, relief may be ordered.  

(b) Regarding its monitoring of Microsoft’s actions in relation to cloud services, 

the CMA has stated that whilst progress has been made, further steps are 

required to support customers to multi-home and switch.739 However, it is 

currently uncertain how the existing changes announced by Microsoft (see 

above) and any further potential changes would impact how any market 

power that Microsoft has in cloud services supports Microsoft’s market power 

in relation to its Business Software Ecosystem. 

(c) Microsoft 365 Personal and Family subscription plans are not within the 

scope of this investigation given that they are not used by organisational 

customers.  

(d) The UK government has not yet announced any measures in the context of 

Microsoft’s designation as a Critical Third Party for its cloud services, and the 

outcome of any such measures on Microsoft’s business software ecosystem 

services is uncertain.  

 
 
736 The Critical Third Parties (Designation) Regulations 2026. 
737 UK financial system strengthened with new safeguards for major technology providers - GOV.UK 
738 UK financial system strengthened with new safeguards for major technology providers - GOV.UK 
739 CMA announces package of actions on business software and cloud services - GOV.UK  

https://www.legislation.gov.uk/uksi/2026/777/contents/made
https://www.gov.uk/government/news/uk-financial-system-strengthened-with-new-safeguards-for-major-technology-providers
https://www.gov.uk/government/news/uk-financial-system-strengthened-with-new-safeguards-for-major-technology-providers
https://www.gov.uk/government/news/cma-announces-package-of-actions-on-business-software-and-cloud-services
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International developments 

5.217 In addition to the developments within the UK, the following are taking place 

internationally: 

(a) In the European Economic Area, the European Commission (the 

Commission) has accepted legally binding commitments from Microsoft in 

relation to Teams (the Teams Commitments).740 The Teams Commitments 

address the Commission’s preliminary concerns about foreclosure of rival 

collaboration software providers, arising from Microsoft’s tying of Teams with 

Microsoft software-as-a-service productivity applications for professional use, 

namely Word, Excel, Powerpoint and Outlook.741 The Teams Commitments 

include obligations to: (i) offer versions of Microsoft productivity suites without 

Teams at suitable price differentials; (ii) improve interoperability between 

competing collaboration tools with Microsoft products and services for certain 

functionalities; and (iii) enable data portability to facilitate switching.742 

Microsoft has extended the first of these obligations worldwide (ie including 

the UK) on a voluntary basis.743 744  

(b) Microsoft has been designated as a ‘gatekeeper’ under the EU’s Digital 

Markets Act (the DMA) in respect of certain ‘core platform services’, including 

its PC OS and its online social networking service (LinkedIn), 745 and is 

therefore subject to certain obligations.746 The Commission has also 

provisionally reached the view that Microsoft should be designated as a 

gatekeeper for its cloud computing services.747 

(c) Under the German Competition Act, the Bundeskartellamt has designated 

Microsoft as an undertaking of paramount significance across markets.748 

5.218 Our provisional view is that these developments (whether individually or in 

combination) are unlikely to be sufficient in scope, timeliness and impact to 

 
 
740 Paragraph 3, AT_40721_7220.pdf.  
741 Paragraph 3, AT_40721_7220.pdf. 
742 Section 7, AT_40721_7220.pdf. 
743  See Microsoft proposes commitments to resolve European competition concerns about Teams - EU Policy Blog. 
(accessed 14 October 2026). 
744 See Commission accepts commitments offered by Microsoft to address competition concerns related to Teams: ‘the 

Commission takes note that Microsoft has unilaterally decided to align its worldwide suites offers and pricing with these 
commitments.’ (accessed 14 October 2026). 
745 European Commission decision of 5 September 2023 addressed to Microsoft, DMA_100017_183.pdf. 
746 The prohibitions and obligations for gatekeepers are set out in Articles 5, 6 and 7 of the DMA (Regulation - 2022/1925 
- EN - EUR-Lex). Microsoft’s obligations include enabling the effective use of third-party software applications on its 
operating system, enabling effective interoperability between hardware and software features accessed or controlled via 
Microsoft’s PC OS and third-party software and hardware (to the same degree Microsoft enables with its own software 
and hardware), allowing the uninstallation of any software applications on Microsoft’s PC OS, not making the use of any 
of its core platform services (listed in the designation decision) conditional on subscription of other Microsoft core 
platform services (also listed in the designation decision) and enabling switching between different software applications 
through the removal of any restrictions (technical or otherwise). 
747 Commission reaches preliminary position (accessed 14 October 2026). 
748 Bundeskartellamt press release dated 30 September 2024 (accessed 14 October 2026). 

https://ec.europa.eu/competition/antitrust/cases1/202548/AT_40721_7220.pdf
https://ec.europa.eu/competition/antitrust/cases1/202548/AT_40721_7220.pdf
https://ec.europa.eu/competition/antitrust/cases1/202548/AT_40721_7220.pdf
https://blogs.microsoft.com/eupolicy/2025/05/16/microsoft-proposes-commitments-teams/
https://ec.europa.eu/commission/presscorner/detail/el/ip_25_2048
https://ec.europa.eu/competition/digital_markets_act/cases/202344/DMA_100017_183.pdf
https://eur-lex.europa.eu/eli/reg/2022/1925/oj/eng
https://eur-lex.europa.eu/eli/reg/2022/1925/oj/eng
https://ec.europa.eu/commission/presscorner/detail/en/ip_26_1444
https://www.bundeskartellamt.de/SharedDocs/Meldung/EN/Pressemitteilungen/2024/30_09_2024_Microsoft_19a.html
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eliminate Microsoft’s market power in respect of its business software ecosystem 

in the UK in at least the next five years.  

5.219 In particular: 

(a) In relation to the Teams Commitments, they do not apply directly to UK 

customers. They only apply to Teams and bundles purchased by customers 

within the EEA with a billing address in the EEA.749 750 Although Microsoft 

has voluntarily enabled new customers worldwide (ie including the UK) to 

choose between suites with Teams and without Teams with minimum price 

deltas between them, and a minimum price for standalone Teams,751 this 

only constitutes a part of the Teams Commitments made in the EEA.    

(b) In relation to the DMA: 

(i) The effect of Microsoft’s obligations under the DMA on the provision of 

PC OS in the UK are, and will remain, uncertain, since the DMA does 

not extend to the UK.752 While Microsoft has broadly made voluntary 

changes worldwide to comply with its obligations under the DMA, in 

some instances, changes have only been made in the EEA, based on 

the information currently and publicly available.753 

(ii) Any changes made in the UK (including as a result of worldwide 

changes) in response to obligations under the DMA would be voluntary 

– meaning they can be withdrawn at any time. The impact and timelines 

of these voluntary changes would therefore be uncertain.  

(iii) Social networking services are beyond the scope of this investigation.  

(iv) The outcome of the Commission’s designation decision in relation to 

Microsoft’s cloud services is currently uncertain. To the extent the 

Commission ultimately decides to designate Microsoft under the DMA 

for its cloud services, and to the extent this would have an impact on 

Microsoft’s market power in the digital activities that concern this 

investigation, any impact would be uncertain given the DMA does not 

extend to the UK.  

 
 
749 Paragraph 168, AT_40721_7220.pdf  
750 In theory, it is possible that some UK customers will benefit directly from ‘Without Teams Suites’ commitments where 
EEA customers purchasing with an EEA billing address deploy the suite outside the EEA and in the UK (see paragraph 
2(a) of AT_40721_7173.pdf,). We do not, however, expect this to cover a significant proportion of UK customers.  
751 Evolving our productivity offerings to resolve Microsoft Teams concerns| AI at Work Blog (accessed 14 October 
2026). 
752 The DMA applies to core platform services ‘provided or offered by gatekeepers to business users established in the 
[European] Union or end-users established or located in the [European Union]’ (Article 1(2)). 
753 For example, Microsoft’s Edge has now been redesigned in the EEA to act as an uninstallable application separate 
from Windows (see paragraph 79 in conjunction with paras 13-14 of Microsoft_DMA_Compliance_Report–
Windows_Section_2_Annex.pdf, accessed 14 October 2026)  

https://ec.europa.eu/competition/antitrust/cases1/202548/AT_40721_7220.pdf
https://view.officeapps.live.com/op/view.aspx
https://www.microsoft.com/en-us/copilot/blog/2025/09/12/evolving-our-productivity-offerings-to-resolve-european-competition-concerns-about-teams/?msockid=3683892f712d6f141c599e7d70d76eef
https://cdn-dynmedia-1.microsoft.com/is/content/microsoftcorp/microsoft/mscle/documents/presentations/Microsoft_DMA_Compliance_Report%E2%80%93Windows_Section_2_Annex.pdf
https://cdn-dynmedia-1.microsoft.com/is/content/microsoftcorp/microsoft/mscle/documents/presentations/Microsoft_DMA_Compliance_Report%E2%80%93Windows_Section_2_Annex.pdf
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(c) In relation to the designation under the German Competition Act, the 

Bundeskartellamt has not publicly confirmed any action it has taken following 

its decision to designate in 2024.754 The impact of the designation is 

therefore currently uncertain. Furthermore, as with the DMA, the German 

Competition Act does not extend to the UK.   

Provisional conclusion on expected and foreseeable market, regulatory, and 

other developments that could impact Microsoft’s Business Software 

Ecosystem 

5.220 Overall, the evidence we have seen to date suggests that there are no expected or 

foreseeable market, regulatory, or other developments that are likely (whether 

individually or in combination) to be sufficient in scope, timeliness and impact to 

eliminate Microsoft’s substantial market power in the provision of its Business 

Software Ecosystem in the next five years.  

5.221 Therefore, we have provisionally found that Microsoft’s substantial market power 

in respect of its Business Software Ecosystem is entrenched. 

Provisional conclusion on whether Microsoft has substantial and entrenched 

market power in its Business Software Ecosystem. 

5.222 On the basis of the evidence set out above and presented in the appendices to 

this report, we provisionally find that Microsoft has substantial and entrenched 

market power in respect of its Business Software Ecosystem.  

 
 
754 See List_proceedings_digital_companies.pdf (accessed 14 October 2026). As of February 2026, no ‘Step 2’ actions 
have been taken yet to prevent Microsoft from engaging in certain anti-competitive behaviour.  

https://www.bundeskartellamt.de/SharedDocs/Publikation/EN/Downloads/List_proceedings_digital_companies.pdf?__blob=publicationFile&v=20
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6. POSITION OF STRATEGIC SIGNIFICANCE 

Summary 

As explained above, one of two conditions that must be met for the CMA to designate an 

undertaking as having SMS is that the undertaking has a position of strategic significance, 

in respect of a digital activity.   

We provisionally find that Microsoft has a position of strategic significance in respect of its 

Business Software Ecosystem because at least the first two conditions (significant size or 

scale and a significant number of other undertakings using the digital activity), either of 

which would be sufficient, are satisfied.  

This is on the basis of the evidence described below which shows that Microsoft has 

achieved a position of significant size and scale in its Business Software Ecosystem. 

Microsoft’s Business Software Ecosystem has over a million organisational customers in 

the UK across the private and public sector and millions of users rely heavily on it for their 

daily work.  

Given the above evidence, and since only one condition is sufficient, we have not 

considered other conditions in detail.  

Framework for our assessment of position of strategic significance 

6.1 An undertaking has a position of strategic significance in respect of a digital 

activity where one or more of the following conditions are met: 

(a) The undertaking has achieved a position of significant size or scale in respect 

of the digital activity; 

(b) A significant number of other undertakings use the digital activity as carried 

out by the undertaking in carrying on their business; 

(c) The undertaking’s position in respect of the digital activity would allow it to 

extend its market power to a range of other activities; 

(d) The undertaking’s position in respect of the digital activity allows it to 

determine or substantially influence the ways in which other undertakings 

conduct themselves, in respect of the digital activity or otherwise.  

6.2 Our Guidance provides further details as to how we assess each condition.755 

 
 
755 CMA194, paragraphs 2.68-2.75. 
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Our assessment  

Significant size or scale 

6.3 There is no quantitative threshold for when size or scale can be considered 

‘significant’. This condition can be assessed using a range of absolute or relative 

metrics, which could include the number of users, usage data (e.g. time spent or 

frequency of use), the amount of data being gathered or accessed via the digital 

activity, the number of purchases or transactions made, or the revenue generated 

from the digital activity.756 

6.4 We have taken account of a number of metrics in considering whether Microsoft 

has significant size or scale in respect of its Business Software Ecosystem.  

6.5 The evidence shows that Microsoft’s Business Software Ecosystem has a very 

high number of customers, high usage, a high share of supply and generates very 

large revenues. This is the case for Microsoft’s Business Software Ecosystem and 

for each of its component digital activities: PC OS, PSS, Security Software, Server 

OS and RDBMS. 

6.6 Microsoft has significant size and scale in its Business Software Ecosystem. 

Microsoft had over a million UK organisational customers across the grouped 

digital activities in 2025 out of 2.7 million businesses in the UK.757 758 

6.7 In 2025, Microsoft generated approximately $[7-8] billion revenue759 from its 

Business Software Ecosystem in the UK. We also note Microsoft’s combined 

revenues in its FY2025 for bundles E3 and E5, which each includes products from 

three of the five digital activities within Microsoft’s Business Software Ecosystem 

(ie each consisting of PSS, PC OS and Security Software), was $[3-4] billion.760 

6.8 Usage and revenue specific to each of the digital activities also reflect Microsoft’s 

significant size and scale in its Business Software Ecosystem. In particular: 

(a) Number of customers: In 2025, [1-2] million UK organisational customers 

used Microsoft’s PSS.761 Microsoft’s PC OS and Security Software were 

 
 
756 CMA194, paragraphs 2.68-2.70. See also explanatory notes to the Act, paragraph 114. 
757 Mean monthly paid users of organisation customers of Microsoft’s Business Software Ecosystem in the UK, 2025, 
based on [] to Microsoft’s response dated [] to section 69 notice dated []. 
758 Defined as businesses which pay PAYE and/or VAT. UK business; activity, size and location - Office for National 
Statistics, accessed 21 August 2026. 
759 This figure is the sum of Microsoft’s revenues in each digital activity as calculated for the purposes of our share of 
supply analysis.  
760 CMA analysis of Microsoft’s response dated [] to section 69 under DMCCA in the context of the CMA deciding 
whether to exercise its digital markets functions dated [].  
761 PSS organisational customers in the UK, 2025, based on [] to Microsoft’s response dated [] to section 69 notice 

dated []. 

https://www.ons.gov.uk/businessindustryandtrade/business/activitysizeandlocation/bulletins/ukbusinessactivitysizeandlocation/2025
https://www.ons.gov.uk/businessindustryandtrade/business/activitysizeandlocation/bulletins/ukbusinessactivitysizeandlocation/2025
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used by [100,000 – 200,000]762 and [100,000 – 200,000]763 UK 

organisational customers respectively, while Server OS was used by [30,000 

– 40,000]764 and RDBMS by [20,000 – 30,000]765 UK organisational 

customers. 

(b) Usage: Microsoft’s PC OS ran on an average of [20-30] million devices in 

each month in 2025, [] to the size of the UK’s entire workforce of 30.2 

million.766 767 A monthly average of [10-20] million paid users in the UK used 

productivity software in Office 365,768 [] of the UK’s workforce.769 

Furthermore, for Security Software, approximately [20-30] million users used 

Entra ID, on average, each month in 2025,770 [] of the UK’s workforce,771 

while approximately [10-20] million and [10-20] million users used Intune and 

Defender respectively in the same year.772  

(c) Revenue: In 2025, Microsoft generated $[4-5] billion in UK revenue from 

sales of its PSS,773 $[1-2] billion from SQL Server,774 $[0.5-1] billion from PC 

 
 

762 Mean monthly active devices in the UK, Windows, 2025, based on [] to Microsoft’s response dated [] to section 

69 notice dated []. 
763 Security organisational customers in the UK, 2025, based on [] to Microsoft’s response dated [] to section 69 
notice dated []. 
764 Windows Server organisational customers in the UK, 2025, based on [] to Microsoft’s response dated [] to 
section 69 notice dated []. 
765 SQL Server organisational customers in the UK, 2025, based on [] to Microsoft’s response dated [] to section 69 
notice dated []. 
766 We have assumed the total UK workforce to be 30.2 million, which is the total number of payrolled employees. Office 
for National Statistics, ‘Labour market overview, UK: September 2026’, 15 September 2026, accessed 9 October 2026. 
767 The figure of [] million is based on data provided by Microsoft related to the commercial segment [] to Microsoft’s 
response dated [] to section 69 notice dated []. 
768 Mean monthly paid users of organisation customers of Office365 in the UK, 2025, based on [] to Microsoft’s 

response dated [] to section 69 notice dated []. 
769 We have assumed that these paid users reflect users working at organisational customers. We have not taken into 
account unpaid users as they are likely to include private users. We have assumed the total UK workforce to be 30.2 
million. Office for National Statistics, ‘Labour market overview, UK: September 2026’, 15 September 2026, accessed 9 
October 2026.  
770 Entra monthly protected users in the UK, 2025, based on [] to Microsoft’s response dated [] to section 69 notice 
dated []. 
771 We have assumed the total UK workforce to be 30.2 million. Office for National Statistics, ‘Labour market overview, 
UK: September 2026’, 15 September 2026, accessed 9 October 2026. 
772 CMA analysis of Microsoft data concerning monthly defended users of Entra ID, Intune and Defender Microsoft’s 
response dated [] to section 69 notice dated []. 
773 Productivity Software Suite revenue and Microsoft 365 Copilot subscriptions from UK organisational customers, 2025, 
based on [] Microsoft’s response dated [] to section 69 notice dated [], question 1 and [] to Microsoft’s 
response dated [] to section 69 notice dated []. 
774 SQL Server revenue from UK organisational customers, 2025, based on [] to Microsoft’s response dated [] to 
section 69 notice dated []. 

https://www.ons.gov.uk/employmentandlabourmarket/peopleinwork/employmentandemployeetypes/bulletins/uklabourmarket/latest
https://www.ons.gov.uk/employmentandlabourmarket/peopleinwork/employmentandemployeetypes/bulletins/uklabourmarket/latest
https://www.ons.gov.uk/employmentandlabourmarket/peopleinwork/employmentandemployeetypes/bulletins/uklabourmarket/latest
https://www.ons.gov.uk/employmentandlabourmarket/peopleinwork/employmentandemployeetypes/bulletins/uklabourmarket/latest
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OS ,775 and $[0.5-1] billion from Entra ID, Defender and Intune .776 777 

Windows Server generated $ [0.5-1] billion in UK revenue.778  

6.9 We therefore provisionally find that Microsoft has a position of significant size and 

scale in respect of its Business Software Ecosystem. 

A significant number of other undertakings use Microsoft’s digital activity in 

carrying on their business 

6.10 This condition covers instances where the digital activity as carried out by the 

potential SMS firm plays an important role in the day-to-day business or critical 

operations of a significant number of other firms which would be impacted by the 

SMS firm conduct of the digital activity.779  

6.11 As demonstrated above, the evidence indicates that a significant number of other 

undertakings use Microsoft’s Business Software Ecosystem in carrying on their 

business. 

6.12 We provisionally find that the products provided by Microsoft as part of its 

Business Software Ecosystem are important to a significant number of UK 

organisational customers and their workforce in order to carry out their day-to-day 

business. For instance: 

(a) A wide range of third party providers rely on integration with Microsoft’s 

Business Software Ecosystem in order to provide their products. 

Approximately 9,800 third party solutions are available to use in the Microsoft 

Office environment.780 The following examples show how third party 

providers integrate with Microsoft and indicate a high degree of reliance on 

Microsoft for commercial success: 

 
 
775 UK revenue from sales of PC OS. We expect that this figure understates Microsoft’s PC OS revenues in the U.K. as it 
excludes sales via OEMs. As per appendix B, in 2025, OEM sales accounted for [] of Microsoft’s global PC OS 

revenues. Based on Annex [] to Microsoft’s response dated [] to section 69 notice dated []. 
776 Entra, Intune and Defender revenue from UK organisational customers, 2025, based on CMA analysis of [] to 
Microsoft’s response dated [] to section 69 notice dated [] and [] to Microsoft’s response dated [] to section 69 
notice dated []. 
777 In relation to Active Directory, there are no separate revenue or customer figures. This is because Active Directory is 
included with Windows Server at no additional charge and is therefore not separately reflected in Microsoft's revenue 
data. Similarly, we do not have data identifying the number of Windows Server customers that use Active Directory. The 
number of Server OS customers therefore provides an upper bound on the number of Active Directory customers. 
778 CMA analysis of Microsoft data concerning Server OS revenues. However, this figure is based on data that includes a 
suggested workaround by Microsoft in an attempt to remove virtual machine consumption revenues on Azure (ie 
revenues related to infrastructure costs) from Windows Server revenues. Using revenue figures without Microsoft’s 
suggested workaround, Windows Server revenues in the UK come to approximately $[0.5-1 billion] USD in 2025 (note 
this revenue includes underlying virtual machine consumption charges). Microsoft's response dated [] to follow up 
questions dated [] to section 69 notice dated [] and Microsoft’s response dated [] to section 69 notice dated []. 
779 CMA194, paragraph 2.71. 
780 Microsoft’s submission to the CMA dated []. 
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(i) Microsoft told us that Microsoft 365 ‘must work seamlessly with the 

broader business application landscape’ to be able to provide ‘critical 

business processes at enterprise customers’.781  

(ii) AI provider solutions such as those from Open AI, Google and 

Anthropic connect to data on M365 through Microsoft Graph, an API 

that enables access to Microsoft cloud data.782 Add-ins are also used by 

these AI providers to connect into Microsoft’s own apps such as Word 

and Excel to provide functions such as summarization, workflow 

automation and conversational assistance, with Microsoft estimating 

there are around 500 such AI-add ins in Word and around 270 in 

Excel.783 

(iii) Microsoft told us that it has partnered with tens of thousands of UK 

companies to provide them with expertise and support, including to 

scale up and drive profitability through Microsoft platforms.784 These 

companies include those that have, via partnership with Microsoft, built 

software applications that integrate with and enhance aspects of 

Microsoft’s PSS and Security Software, and have, as a result, 

developed a base of major customers.785 The evidence available to us 

indicates that at least in some instances these companies have gained 

high value contracts with major customers.786 There are also 

Commercial off-the-shelf (COTS) applications that have been 

specifically designed to operate on Microsoft’s Server OS and 

RDBMS.787  

(b) Microsoft serves a very wide variety of organisational customers that depend 

on it, including many FTSE 100 companies, trusts of the NHS (the UK’s 

largest employer788) and departments of the UK’s government.789 Microsoft 

stated that ‘[b]usiness software enables UK organisations, from small 

businesses to the NHS and FTSE 100 companies to communicate, 

collaborate, manage data and serve their customers’.790  

 
 
781 Microsoft’s submission to the CMA dated []. 
782 Microsoft’s submission to the CMA dated []. 
783 Microsoft’s submission to the CMA dated []. 
784 Microsoft’s submission to the CMA dated []. 
785 Microsoft’s submission to the CMA dated []. 
786 Microsoft’s submission to the CMA dated []. 
787 See sub-section ‘Barriers to switching for existing Server OS workloads’ in section ‘Market power assessment – 
Server OS’ of Appendix A and See sub-section ‘Barriers to switching for existing RDBMS workloads’ in section ‘Market 
power assessment – RDMBS OS’ of Appendix A 
788 Nuffield Trust, ‘The NHS workforce in numbers’, 26 May 2026, accessed by the CMA on 9 October 2026. . 
789 For example we note the following from Microsoft’s website: “In 2024, Government signed a five-year agreement 
enabling public sector organisations ‘to pursue their digital transformation and innovation ambitions, through access to 
cost savings on Microsoft 365, … Business Applications, and for the first time, Microsoft 365 Copilot” Microsoft, 
‘Microsoft and UK Government sign five-year agreement, offering access to world-leading value for UK public sector and 
supporting new era of digital transformation - Source EMEA’, 21 October 2024, accessed by the CMA on 9 October 
2026. 
790 Microsoft's response dated 04 June 2026 to invitation to comment dated 14 May 2026, paragraph 1.2. Microsoft.pdf 

https://www.nuffieldtrust.org.uk/resource/the-nhs-workforce-in-numbers
https://news.microsoft.com/source/emea/features/microsoft-and-uk-government-sign-five-year-agreement/
https://news.microsoft.com/source/emea/features/microsoft-and-uk-government-sign-five-year-agreement/
https://assets.publishing.service.gov.uk/media/6a3a3f9f25c5199bda11799a/Microsoft.pdf
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(c) Our customer research suggests organisational customers view Microsoft’s 

Business Software Ecosystem as essential. As set out in more detail in the 

sub-section on grouping in Chapter 4, customers value Microsoft’s integrated 

environment as it can materially influence decision-making, including 

because it reduces operational and administrative complexity, enables 

system management across multiple functions in one place, draws on 

employee familiarity with Microsoft products and benefits from technical 

integration and commercial bundling. For example, from a security 

perspective, identity access management (ie Entra, Active Directory and their 

interplay with Server OS and the other digital activities) - which provides an 

important connective layer across the Business Software Ecosystem - is 

seen as vital for ensuring only authorised personnel gain access to systems 

and data with customers noting that adoption of third-party IAM solutions 

would be a high risk strategy.791 Notably, this reliance on security can also be 

observed in the public sector in the context of NHS England and UK 

government use of Microsoft products.792 Similarly, important applications 

such as enterprise resource planning software and standardised software 

platforms which are common in particular industries are seen by customers 

to be only compatible with Windows.793  

(d) Evidence we have seen to date shows that Microsoft’s products across the 

relevant digital activities are offered and consumed in practice as part of an 

integrated business software environment, embedded within organisations’ IT 

environments and operational workflows.  

6.13 For the reasons set out above, we provisionally find that a significant number of 

other undertakings use Microsoft’s Business Software Ecosystem in carrying on 

their business. 

Provisional conclusion on position of strategic significance 

6.14 We have assessed whether Microsoft has a position of strategic significance in 

respect of its Business Software Ecosystem. We have provisionally found that at 

least the first two conditions are satisfied:794 

 
 
791 Jigsaw Customer Research, 28 September 2026, page 68, paragraphs 255-256.  
792 For example, we note the following from Microsoft’s website: “The NHS relies on Microsoft to provide productivity 
tools and security solutions to protect its ‘people, data and assets.” Microsoft, ‘NHS England accelerates AI adoption with 
Microsoft 365 Copilot to improve service delivery, reduce costs and create more time for care - Source’, 8 June 2026, 
accessed by the CMA on 9 October 2026. 
793 Jigsaw Customer Research, 28 September 2026, page 58, paragraph 222. 
794 Section 6 (a) and (b) of the Act.  
 

https://news.microsoft.com/source/2026/06/08/nhs-england-accelerates-ai-adoption-with-microsoft-365-copilot-to-improve-service-delivery-reduce-costs-and-create-more-time-for-care/
https://news.microsoft.com/source/2026/06/08/nhs-england-accelerates-ai-adoption-with-microsoft-365-copilot-to-improve-service-delivery-reduce-costs-and-create-more-time-for-care/
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(a)  Microsoft’s Business Software Ecosystem has a very high number of 

customers, high usage, a high share of supply and generates very large 

revenues showing that it has a position of significant size and scale. 

(b) A significant number of other undertakings use Microsoft’s Business Software 

Ecosystem in carrying on their business.  

6.15 For these reasons, and on the basis of the evidence set out above, we 

provisionally find that Microsoft has a position of strategic significance in respect of 

its Business Software Ecosystem. 
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7. PROPOSED DECISION AND NEXT STEPS 

Introduction 

7.1 The CMA may designate an undertaking as having SMS in respect of a digital 

activity carried out by an undertaking where the CMA considers that: 

(a) The digital activity is linked to the United Kingdom, and  

(b) The undertaking meets the SMS conditions in respect of a digital activity.795 

7.2 The SMS conditions are that the undertaking has:796 

(a) Substantial and entrenched market power, and 

(b) A position of strategic significance,  

in respect of a digital activity. 

Our proposed decision 

7.3 We have described Microsoft, the undertaking we propose to designate, in 

Chapter 3 of this report and the digital activity with respect to which the proposed 

designation would have effect and its link to the UK in Chapter 4.  

7.4 For the reasons set out in Chapter 5 on SEMP and Chapter 6 on POSS, we 

provisionally find that Microsoft meets both SMS conditions in respect of its 

Business Software Ecosystem. Therefore, our Proposed Decision is to designate 

Microsoft has having SMS in respect of its Business Software Ecosystem.  

7.5 For the avoidance of doubt, we also consider that the SMS conditions would be 

met in respect of each of the individual digital activities comprising Microsoft’s 

Business Software Ecosystem.  

Next steps 

7.6 We invite Microsoft and other interested parties to comment on our proposed 

decision before we make our final decision.797 

7.7 Anyone wishing to do so, should submit their views in writing to 

business.software.sms@cma.gov.uk or submit them via the online consultation 

portal by no later than 17.00hrs (UK time) on 13 November 2026. We would 

 
 
795 Section 2(1) of the Act 
796 Section 2(2) of the Act.  
797 Under section 13(1) of the Act, the CMA has a duty to carry out a public consultation on any decision that it is 
considering making as a result of an SMS investigation. 
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expect to publish responses to the consultation, subject to any representations 

made in relation to confidentiality of the information provided. 

7.8 Where responses include confidential information, this should be clearly marked. A 

non-confidential version should also be provided that can be published on the 

CMA’s website 

7.9 Microsoft, as the subject of this SMS designation investigation, will have the 

opportunity to make oral representations on this proposed decision.  

7.10 We will consider any responses, evidence and representations we receive before 

taking the final decision by the statutory deadline of 13 February 2027. 


