Mary Jo Foley has covered Microsoft for more than a decade. Her new book,  Microsoft 2.0: How Microsoft Plans to Stay Relevant in the Post-Gates Era examines the future of one of the world’s most prominent – and profitable – companies. She spoke with Diamond contributor Michael Fitzgerald.

Diamond.    Is Gates really gone?

 Foley:
Microsoft is trying to present to everyone this image that he’s not really gone because they want the continuity and they don’t want people to panic. He’s still going to be working one day a week on Microsoft-related projects, supposedly.  But you can really feel he’s moved on mentally to the next thing.  Somebody even asked him in the press conference, “Is there a chance you might do like a Steve Jobs and come back later if things don’t go well at Microsoft?” and he said, “No.” I think he really feels now like the place he can make the most impact is the foundation [The Bill and Melinda Gates Foundation], and that he’s done as much as he can do at Microsoft.

Diamond:
You start one of your chapters with a quote saying that the technology industry no longer needs Bill Gates. Do you believe that?

Foley.   No. Microsoft is going to be weaker without Gates than they would be with him staying. There’s so many people at Microsoft who really looked up to Gates, and really did things because of Bill Gates, were at the company because of Bill Gates.  It’s going to be interesting to see if [chief software architect] Ray Ozzie can step up into the role that they’ve laid out for him.

Diamond:
You’re fairly critical of Ozzie in the book.

Foley:
He’s been there three years and we don’t have a lot from him so far.  Is Live Mesh really the whole thing the guy has been spending three years on? We don’t really hear him talking about SQL Server, or the Xbox.
Diamond.   What’s your perspective on Microsoft’s threats and their ability to respond to these?

Foley. The people who are saying Windows and Office are going to be killed by what’s happening in the industry don’t really get how Microsoft works. The press loves to say, “It’s Microsoft versus Google, and Google is finally vanquishing the giant,” with things like Google Apps. Microsoft knows the industry is changing. The company is trying to figure out how the whole notion of cloud computing, virtualization, parallel processing, multi-core; all these technologies are going to affect their existing assets. What they’re doing, which they’re good at, is hedging their bets.  This is why Microsoft has always been a strong player -- they’re so big, they have so much money and so many people, they can be working on the near-term and the longer-term businesses. They’re good at that, and they’ve got deep pockets.  

Diamond:
As you were finishing this book, Microsoft came out and tried to buy Yahoo.  It obviously didn’t go very well.  Is the deal dead? 

Foley.   I’ve learned that even when Microsoft says ‘never’ on something, it still could come back. I think they still would love to buy the search business. As long as Yang is the CEO of Yahoo and the current board is going to support him, I don’t think that’s going to happen. 

Diamond:
It can’t be very good if you’re Steve Ballmer to have Bill Gates leave and to have this deal fail, can it?

Foley. For people to say Ballmer failed to buy Yahoo is not exactly accurate.  I think Ballmer decided not to buy Yahoo.  Why?  That’s the part we don’t know.
Diamond:
Do you think Ballmer is the right guy for the job?

Foley. I’m a big Ballmer fan. Who else could do the job? Microsoft is a culture – and I talk about this a little bit in the book – that is horrible with outsiders coming inside.  Even if Microsoft started losing a ton of money, I still see them as betting on him, because he is now the closest thing they have as being the epitome of Microsoft.

Diamond.   What’s going on with Microsoft in the living room?  Can they, in fact, best Sony there, or for that matter Nintendo?

Foley.  Microsoft has this whole connected entertainment idea. They think, “Wow.  If we could get people to really like an Xbox, then they might really end up liking SharePoint.” Ozzie and a lot of people at Microsoft believe that if you can win people over in the consumer brands, you can drag them into the business world. It might work. 

Diamond.  But Microsoft has awful image problems with consumers, at least in the U.S. Can they fix these image problems?

Foley.  You see little glimpses of them trying and figuring things out.  Like just this week, they did something called the Mojave Experiment, where they showed people something they said was the next version of Windows, codename Mojave. Everyone said, “I’m skipping Vista and I’m getting that.” Well, of course, Mojave was Vista. They know they’ve got a problem. This is why they just paid $300 million to a huge New York ad agency [Crispin Porter] to try to come up with a new campaign for them.

Diamond:
So you think there is a long-term at Microsoft?

Foley:
I do. I mean, they’re so big and they’re so profitable, and they have so many people and so much disposable cash at this point.  For people to say, “Oh, Gates is out and it’s over,”  I don’t think it’s realistic. 
