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[bookmark: _Toc6567659]Skype: Competing with Free
[bookmark: _Toc6567660]Case Overview.
The advancement in technology has increased the demand for services in the field of information technology to expand social and business connections. The need for this connection has attracted the response from different organizations. Companies that offer services such as voice calls, texting and video conferencing have increased. The increase of these service providers has influenced competition in the field (Bharadwaj, 2015). To cope with this, these companies have deployed different techniques to lure more consumers for their products. One of the techniques used is providing free services to consumers. Skype is one of the companies that have applied this technique to cope with the competition. However, the attempt to succeed in this degree has exposed the company to challenges in functional areas of business such as marketing, finance, information technology, and operations. 
Skype is a telecommunication service provider that relies on the internet to connect to its users. The users have to download the application in electronic devices such as phones, computers, and even television. The software is available for free, and users have to register for an identification number to connect with other users. Skype provides the users with services such as texting, video conferencing and also voice calls. Skype has adopted the freemium model to provide its users with free services and also earn revenue. In this model, Skype enables users to access basic services such as texting and video calling for free. The software then provides additional services that allow the user to make calls across other phone landlines (Hanna, 2015). However, clients have to pay to access this service. 
The attempts to succeed in the freemium model have exposed Skype to challenges in several business functional areas. The company has faced financial challenges while trying to encourage more users to subscribe to income-generating services. This has especially affected the marketing department of the organization. It becomes hard to convince people to pay for services while the market is filled with a lot of free service providers. Some would rather have a different application for different services. Additionally, the operations of the companies also affect the success of the organization. This means that delayed operations will discourage users. Most users expect quality and will be willing to use services that are worthy of their money. Therefore, a simple mistake of the product could decrease the market for the product (Hanna, 2015). This is because most users in the digital world lack the patience to wait for improvements to continue using the software. 
[bookmark: _Toc6567661]Challenges facing the Organization in Functional Areas of Business
[bookmark: _Toc6567662]Finance
Skype has faced financial challenges while trying to balance consumer satisfaction and revenue creation. The fermium approach allows users to access the basic services and pay for special services at an affordable cost compared to other companies. The free services do not cost the organization any loss (Bharadwaj, 2015). However, Skype relies on premium services to earn their profit. Successful cash flow from this approach is determined by the number of users the company attracts.
Additionally, more users have to upgrade to the premium level for the company to earn more. Skype has gained the advantage of having widespread users but still lacks a high number of subscribers for chargeable services. This has resulted in low revenue generation for the company. The challenge of attaining the required profit margin is caused by increased competition in the field. Other companies such as Google have challenged the services offered by Skype. For instance, Google has advanced its services by developing Google Voice. Competition from these companies has affected the interest of Skype’s consumers. Most of them are lured by the completely free services offered by the companies. This becomes a challenge since Skype relies on payment from these companies to make more income.  
[bookmark: _Toc6567663]Marketing
Marketing approach used by an organization affects the number of sales. The company will receive. The low financial expectations from Skype reflect on the marketing function of the company. The approach used by the organization to expose more users to its products has not been completely effective. Skype marketing approaches have also been defused by competition from other companies that have existed in the market for so long. For example, Google competing services such as Hangouts became more popular due to the company's widespread users. Google has the advantage of dominating the internet search platform. Most users were already familiar with the products it offered. Google also connected Hangouts with its other platforms such as Gmail. Hangouts allowed the users to exchange short messages and even video call easily. 
Skype has also faced challenges in marketing its services due to the frequent innovations of the software. Trends in technology are always shifting, and companies are always renovating their products to adapt to the new changes. This has also affected Skype as an internet technology company. The frequent changes on the services have challenged marketers who are required to advertise the new changes to consumers constantly. The large number of online platforms also affects the decision of marketers. They have to intensely consider platforms that will attract more users of the products. These frequent advertisements have also strained the finances of the organizations.   


[bookmark: _Toc6567664]Information Technology (IT)
Information technology is an essential part of Skype. Skype relies on this function to deliver quality services. The department is responsible for software designing and reforms. The technology applied by Skype involves providing digital communication by connecting voice and video calls through the internet. Skype software used to be the common video communication software and was favoured by most people for business and social relations. However, other applications such as WhatsApp have also incorporated the feature. These applications also allow users to access the feature for free. The competition in this field has imposed a challenge on the information technology of the organization. This has driven the department to make many attempts to maintain its dominance in the field. As a result, the company produced different changes in the software (Bharadwaj, 2015). These changes were also influenced by the organization's attempt to earn more profit. This affected the quality of the software and resulted in poor reviews from the users who found the new features to be confusing. 
The department of information technology also experience challenges in adapting to new trends in the market. To cope with technology, Skype has to frequently redesign the software to provide better features than its competitors. This has also affected the personnel in the organization. The shifts in this area have affected other business functional area of the organization. For example, Skype has been forced to employ highly trained experts to cope with the changes in technology. This has affected the finance sector since more finances have to be incurred to cater for the new technical team. The company also has to constantly advertise the new products. 
[bookmark: _Toc6567665]Operations
The operations of a company are important and are controlled by the management of the organization. Skype has been facing a challenge in administration due to the acquisition it has been through. EBay – an online business platform once acquired Skype. EBay had the intention of using the services of Skype to promote its business by connecting the buyers and seller (Zhang et al., 2016). It also intended to use the wide range of Skype users to earn more clients for eBay. However, the company did not quite launch the operation. This led to another sale to another company. This shift in acquisition really affected the operations of the company. Skype was later sold to Microsoft. Microsoft is still the main investor of the organization.  
Microsoft has been trying to control the operations of the company to ensure product efficiency and gain more profit for the organization (Hanna, 2015). However, managing the two operations has been a challenge. The managers at some point focus too much on profit generation and ignore product efficiency. As a result, this affected the services of the software. It also led to a bad review which affected the sales of the chargeable services. It also allowed competitors such as Viber to take advantage of the crisis to attract Skype's users. Additionally, balancing the operations of Microsoft and those of Skype has always been a challenge. Microsoft developed a technique to connect the operation of Skype services with its products to maximize the potential for both companies. However, this has also been a challenge since the two companies tend to conflict in management
[bookmark: _Toc6567666]Recommended Improvements.
[bookmark: _Toc6567667]Recommendations in Finance
Skype requires advancing its techniques to earn more from its service. The freemium approach requires the company to have more users to increase the probability of more users subscribing to the premium services (Bharadwaj, 2015). However, the quality of products also influences the number of users. This means that the organization should coordinate functional areas such as information technology to reform the products to attract more users.
Additionally, the company should also consider the type of investors and their intention towards accomplishing the goal of the organization. For instance, the acquisition of Skype by eBay did not quite attract the improvements that were expected. This affected the organization as it faced different shifts when eBay decided to sell its stakes on the company. This disorganizes the company's operation which in turn affects the financial growth. 
Skype should also collaborate with other organizations to develop more products to increase their earnings. The products should target fields such as business organizations which are likely always to demand telecommunication services. To achieve this, the company should provide services such as a platform to store conferencing records of the business. Most businesses would appreciate this since they can be able to monitor and analyze their meetings. Additionally, Skype could also offer analysis services since most interviews are conducted using the application. Exploring different services to target different users would encourage many users (Hanna, 2015). This would also increase the potential of subscribers to premium services.  
Skype should also improve on the payment method for the services. The software is accessible to many users around the globe. These users use different currencies to pay for services. The difference in currencies also affects the value of money. Therefore, charging the same price in all countries may disadvantage users in low economy countries. Creating affordability of the additional services will increase its revenue per user (Hanna, 2015). This would generate more profit for the organization. The profit can also be used to expand the scope of business.
[bookmark: _Toc6567668]Recommendations in Marketing
In the area of marketing, Skype should also take advantage of its current widespread users who account to over 600 million. The organization should expose its products to users to influence their interest. For instance, Skype could offer a few weeks free trial for the chargeable services. This will familiarize the clients with the quality of services. Most users will become interested in the products and will have to subscribe to continue enjoying the services. Additionally, the company could also collaborate with other non-competing companies to attach their services to their platforms (Zhang et al., 2016). For example, connecting Skype with online businesses will aid the negotiations between buyers and sellers. This will expose more people to the app and encourage them to register to extend private negotiation. This technique will promote an increase in sale since the registered user will have to refer others to effectively share information. 
[bookmark: _Toc6567669]Recommendations in Technology
Skype should take advantage of the online platform to monitor public reviews on the changes they make. Introduction of new features should be based on new trends especially among the youths who are among most users. Additionally, the organization should ensure that the software is easy to use. This will attract more users who have a simple understanding of information technology. The improvements on the software should also be aligned to up-to-date technologies such as artificial intelligence (Luftman & Brier, 2015). This will influence the value of services and attract users who need the software to organize their work. The IT department should also advance the connection of the software with other Microsoft applications to enable corporations to share their work directly through the software.
[bookmark: _Toc6567670]Recommendations in Operations
The organization should manipulate the integration process with Microsoft to maximize its profits. Successful operations will also be achieved by aligning the goals of the two companies. This will allow for smooth operations. Skype should also utilize connections with Microsoft's free products. They have attracted more users due to the free charges. Connection with these products will not only earn Skype more workers but also increase the value of the products. Microsoft's products as Outlook are used by businesses to manage data. Therefore, attachment to this product will attract users from larger companies who would extend the service the services they receive to promote the efficiency of their products.
Additionally, the two companies should cooperate through the division of labour. This will allow the management of both companies to feel involved in the operations of Skype. Positive collaboration between the two companies will lead to the generation of more positive ideas from both parties which will increase the value of both companies. Additionally, this will boost the reputation of the organization. As a result, this would attract serious users who want assurance of value in the products they consume. 
[bookmark: _Toc6567671]Conclusion.
[bookmark: _Toc6567672]Conclusively, the above analysis defines the challenges faced by most organizations that offer digital service. Most of these organizations have adopted the ‘free' approach to attract more users. As a result, this has placed most organizations at the same level, and they have to deploy different techniques to earn from additional services. This means they have to attract more users and increase their interest in purchasing additional services. The attempt to accomplish this has imposed challenges on main functional areas including finance, operations, IT, and marketing. These areas are essential in determining the success of the organization. Skype has faced its share of challenges in the four functional areas and requires improvements to increase its potential. It requires a coordinated operation system to manage other sectors such as finance, marketing, and information technology.


References
Bharadwaj, A., Sawy, O. A., Pavlou, A.  & Venkatrana, N. (2015). Digital Business Strategy: Towards the next generation of insights. MIS Quarterly.  
Hanna, P. (2015).Using internet technologies (such as Skype) as a research medium: a research note. Qualitative Research, 12(2), 239 – 247 
Luftman, J., & Brier, T. (2015). Achieving and sustaining business – IT Alignment. Califonia Management Review, 42(1), 109 – 122. 
Zhang, D., Zheng., H., & Yu, H. (2016). Identification and analysis of skype peer-peer Traffic. Fifth International Conference on Internet and Web Applications and Services 
