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“We were looking for an end-to-end planning and 

execution solution that we could configure and deploy 

quickly for managing the supply chain …. Microsoft 

Dynamics AX provided us with that capability.” 

Osama Khan, Senior Program Manager, Microsoft Corporation  

Overview 
Country or Region: United States 

Industry: Manufacturing 

 

Customer Profile 

The Silicon Operations (SiOps) group is a 

part of the Microsoft® Home and 

Entertainment Division, which formed 

SiOps to research and design a graphics 

processor unit (GPU) chip for Microsoft 

Xbox 360™. 

 

Business Situation 

The SiOps group needed a business 

management system that included supply 

chain management and material resource 

planning capabilities and supported a fast, 

low-cost product delivery cycle. 

 

Solution 

With Microsoft Gold Certified Partner 

Fullscope, the SiOps group implemented 

Microsoft Dynamics™ AX and Fullscope’s 

industry solution: Microsoft Dynamics AX 

for High Tech Industries. 

 

Benefits 

� Accelerated deployment  

� A 20 percent increase in on-time 

deliveries 

� A 126 percent return on investment 

 

  Microsoft® Home and Entertainment Division (HED) needed to 

minimize the time and money spent developing Microsoft Xbox 

360™. To meet this goal, HED brought some research and design 

tasks in house, forming the Silicon Operations (SiOps) group to 

oversee development of the graphics processor unit (GPU) 

Manufacturing would remain outsourced, so the team needed 

visibility of the supply-chain management process and access to 

real-time data from existing Microsoft and contract manufacturers’ 

systems. The SiOps group implemented Microsoft Dynamics™ AX 

and, with Microsoft partner Fullscope, developed Microsoft 

Dynamics AX for High Tech Industries. Today, the team enjoys a 

comprehensive, user-friendly solution that supports a quick 

deployment and delivery timeline, increases on-time deliveries by 

20 percent, and has already provided a first-year return on 

investment of 126 percent. 

   
 

 

 

 

 



 

 

 

 

Situation 
Since its introduction in 2001, Microsoft® 

Xbox® has grown to be a widely popular video 

game system that delivers games, movies, 

music, and a world of competition to a 

customer’s fingertips. As the Microsoft Home 

and Entertainment Division (HED) set its 

sights on developing its next-generation 

product—the Microsoft Xbox 360™ video 

game and entertainment system—HED was 

under pressure to build a more robust system 

that would exceed the functionality and 

performance of its predecessor. At the same 

time, the team was challenged to keep 

manufacturing costs low and to streamline 

processes in order to guarantee that Xbox 

360 would be on store shelves in time for the 

2005 holiday season.  

 

To help reduce Xbox 360 manufacturing 

costs, HED brought the research, design, and 

development of the Xbox graphics processor 

unit (GPU) chip in-house. The GPU chip was 

essential for the enhanced functionality of 

Xbox 360 and had been purchased for 

previous versions of Xbox. To oversee the 

research and design of the GPU, HED formed 

the Silicon Operations (SiOps) group and 

decided to outsource the actual production of 

the chip to a fabrication plant, or “fab.” Thus, 

the SiOps group would act as a “fabless 

manufacturer.”  

 

To ensure that acting as a fabless 

manufacturer would be cost effective, the 

SiOps team needed a business management 

solution that would drive and facilitate the 

most efficient design, production, and 

delivery cycle. Specifically, the solution 

needed to support capacity and material 

requirements planning tasks, including:  

� Forward supply projection—the ability to 

determine order dates from required 

delivery dates 

� Reverse Bill-of-Materials (BOM) 

management—the ability to breakdown the 

GPU delivery requirements into production 

schedules 

� Ad Hoc “What if?” simulation analysis on 

various capacity and material constraint 

parameters 

 

In addition, the solution needed to provide 

visibility into the entire supply chain 

management cycle, support work-in-progress 

(WIP) reports at every stage, and integrate 

with contract manufacturer systems to 

provide near real-time access to data from all 

of the parties involved in the manufacturing 

process.  

 

“Without real-time visibility into the 

semiconductor manufacturing process, we 

were steering a ship with a blindfold on,” says 

Robert Meshew, Group Program Manager, 

HED-IT Systems at Microsoft Corporation. 

“We needed to be able to see when delays in 

the stages of supply and production were 

occurring and when yields were not meeting 

expectations so that we could take 

immediate corrective action. Microsoft was 

‘on the hook’ for supplying its contract 

manufacturers with the GPUs that go into the 

Xbox 360. If we didn’t get those parts to them 

on time, we couldn’t expect on-time delivery 

of the Xbox 360 from them.” 

 

Solution 
The SiOps group considered many options 

when searching for a new business 

management solution that would provide the 

functionality the group needed to facilitate a 

smooth production cycle. First, the team 

considered extending its existing SAP R/3 

system that it had been using to manage 

financial processes for Xbox production. 

However, upon detailed evaluation, it was 

neither possible nor recommended to make 

modifications to the corporate 

implementation of SAP. The team also 

evaluated several other business 

management and advanced planning 

“A one-day increase in 

responsiveness is huge 

in outsourced 

manufacturing. It means 

you have the time to 

respond to problems ....” 

Robert Meshew, Group Program Manager, 

Home and Entertainment Division-IT Systems, 

Microsoft Corporation 

 

 



 

 

 

 

systems. But in the end, the team chose the 

solution that: 

 

� Delivers “out-of-the-box” supply-chain 

management and manufacturing planning 

capabilities. 

� Integrates easily with other contract 

manufacturer systems.  

� Provides a familiar, straightforward 

interface that is easy to learn and use.  

 

The team chose Microsoft Dynamics™ AX, 

with outside assistance. Specifically, the 

SiOps team used the expertise of Microsoft 

Gold Certified Partner Fullscope, which 

provides midsize manufacturers with 

solutions and services that improve 

operational efficiency, streamline processes, 

and provide real-time visibility into business 

operations. When Fullscope presented 

Microsoft Dynamics AX as a solution to the 

challenges the SiOps group was facing, the 

robust business management solution 

quickly became the clear choice. Then, to 

achieve all the functionality the team 

required, it also implemented Fullscope’s 

industry solution, Microsoft Dynamics AX for 

the High Tech Industry.  

 

Microsoft Dynamics AX for the High Tech 

Industry adds a Supply-Chain Interface (SCI) 

and fabless manufacturing functionality to 

  

Figure 1.  Supply Chain Visibility 

and Collaboration framework with 

hub and spoke integration to SAP 

R/3. 



 

 

 

 

Microsoft Dynamics AX. The SCI acts as a 

data translation and mapping tool that allows 

the SiOps team to automatically receive, 

validate, and process data from its supply 

chain partners in virtually any format. In 

addition, the solution supports a 

reverse/inverted BOM production 

environment where yield-based planning and 

cycle times determine the number of wafer 

log starts required. Once a wafer lot begins, it 

can generate various yield rates that final 

process of chip production.  

 

The Microsoft Dynamics AX implementation 

involved several steps but took just three 

months.  

� First, the team implemented Microsoft 

Dynamics AX and Microsoft Dynamics AX 

for High Tech Industries. This involved 

setting up the business processes that 

would support the SiOps group in terms of 

production, planning, scheduling, and WIP 

tracking.  

� Next, the team integrated Microsoft 

Dynamics AX with the existing SAP R/3 

system and its data warehouse built on 

Microsoft SQL Server™ 2005, and 

connected the contract manufacturers’ 

systems into the network. To facilitate this 

integration, the SiOps group implemented 

a hub-and-spoke, publish-and-subscribe 

business integration and intelligence 

framework based on Microsoft BizTalk® 

Server 2004 and BizTalk Accelerator for 

RosettaNet. Microsoft Office SharePoint® 

Portal Server 2003 provides visibility into 

the supply chain and displays key 

performance indicators that measure a 

contract manufacturer’s performance. (See 

Figure 1.)  

 

“We were looking for an end-to-end planning 

and execution solution that we could 

configure and deploy quickly for managing 

the supply chain of our Silicon Operations 

business,” says Osama Khan, Senior Program 

Manager at Microsoft Corporation, “Microsoft 

Dynamics AX provided us with that 

capability.” 

 
Benefits 
In the end, the decision to implement 

Microsoft Dynamics AX proved to be a good 

one. First, the out-of-the-box functionality, 

familiar and easy-to-use interface, and ease 

with which Microsoft Dynamics AX integrated 

with contract manufacturer suppliers and 

partners all contributed to a quick 

deployment, and helped the team stick to an 

accelerated production schedule. Second, 

Microsoft Dynamics AX acts as the hub for all 

of the manufacturing data, both from 

Microsoft and its contract manufacturers, 

and provides the tools that workers and 

executives need to analyze information and 

make good business decisions. As a result, 

HED and the SiOps group increased on-time 

deliveries by 20 percent and experienced a 

126 percent return on investment in the first 

year. In addition, the team now has a 

strategic solution that will provide long-term 

value by supporting the requisite supply chain 

visibility that will help deliver future products 

to market, faster.   

 

Accelerated Deployment  

When HED and the SiOps group set out to 

develop Xbox 360, the team was under 

extreme pressure to get the product to 

market by the 2005 holiday season. As a 

result, it was crucial to implement a solution 

that required little customization work, would 

be easy for people to use, and would 

integrate easily with third-party systems. The 

team met all of these goals when it 

implemented Microsoft Dynamics AX. 

 

Microsoft Dynamics AX provides a 

comprehensive solution that automates, 

streamlines, and optimizes the entire design, 

production, and distribution process. 

Consequently, Microsoft shaved an estimated 

50 percent off the development lead-time 

that would have been required with a custom 

“By making our supply 

chain process faster 

and more efficient, 

we’ve experienced 

significant savings on 

the bottom line—while 

increasing product 

quality and on-time 

delivery.” 

Larry Hamlin, Supply Chain Manager, 

Silicon Operations, Home and 

Entertainment Division, Microsoft 

Corporation 

 



 

 

 

 

supply-chain solution. Adoption time was also 

accelerated because the user interface 

design looks like that of the Microsoft 

Internet Explorer® Internet browser, and it 

was quick and easy to get workers up and 

running on the system.  

 

Support for future growth is also ensured 

because Microsoft Dynamics AX delivers a 

scalable solution that will easily 

accommodate additional contract 

manufacturer systems. Larry Hamlin, Supply 

Chain Manager for the SiOps group explains, 

“Because this is a dynamic situation in which 

we expect additional contract 

manufacturers—perhaps another three to 

five—to join our supply chain over time, we 

needed a solution that we wouldn’t have to 

rewrite to accommodate future partners. 

Today, we have that solution.”  

 

A 20 Percent Increase in On-Time 

Deliveries  

The SiOps group also succeeded in meeting 

its accelerated delivery schedule because it 

implemented a solution that enables real-

time visibility into the supply chain. 

Consequently, decision-makers could 

immediately identify problems that would 

cause manufacturing delays and alter 

processes so those delays were not realized. 

With Microsoft Dynamics AX, the Microsoft 

manufacturing executives could shave an 

entire day off the time it once took to identify 

production problems. 

 

“A one-day increase in responsiveness is 

huge in outsourced manufacturing,” says 

Meshew. “It means you have the time to 

respond to problems—for example, by 

rerouting production or changing parameters 

to potentially save thousands of dollars in 

unnecessary air freight and expediting costs.” 

 

According to Meshew, because the team was 

able to make critical business decisions 

quickly, it increased on-time deliveries of 

components for Xbox 360 by 20 percent, a 

time savings that helped the team meet its 

final delivery deadline.  

 

A 126 Percent Return on Investment 

The visibility Microsoft Dynamics AX provides 

into the supply chain process also resulted in 

significant cost savings. For example, the 

team succeeded in reducing inventory-

carrying costs by 10 percent or almost 

U.S.$500,000. In addition, Microsoft 

Dynamics AX increased productivity of the 

GPU manufacturing staff by 20 percent, 

which contributed to a $165,000 savings. 

Finally, by enabling IT staff to efficiently 

support system management and implement 

new solution requirements, the team 

accumulated an additional $82,500 savings 

in the first year. Looking to the future, the 

team expects to continue using Microsoft 

Dynamics AX as a way to identify areas for 

process improvements and anticipates 

reducing the costs associated with 

developing the GPU by as much as 

70 percent. 

 

“By making our supply-chain process faster 

and more efficient, we’ve experienced 

significant savings on the bottom line—while 

increasing product quality and on-time 

delivery,” sums up Hamlin.



 

 

 

 

Microsoft Dynamics 
Microsoft Dynamics AX is an adaptable 

business management solution that enables 

you and your people to make business 

decisions with greater confidence. Microsoft 

Dynamics AX works like familiar Microsoft 

software such as Microsoft Office, which can 

mean less of a learning curve for your people, 

so they can get up and running quickly and 

focus on what’s most important. Built to work 

with Microsoft technologies, it easily works 

with the systems your company already has 

implemented. With comprehensive features 

that help automate and streamline financial, 

customer relationship, business services, 

human resources management, and supply 

chain processes, Microsoft Dynamics AX 

brings together people, processes and 

technologies wherever they are located 

around the globe, helping increase the 

productivity and effectiveness of your 

business, and helping you drive business 

success. 

  

For more information about Microsoft 

Dynamics, go to: 

www.microsoft.com/dynamics  

 

For More Information 
For more information about Microsoft 

products and services, call the Microsoft 

Sales Information Center at (800) 426-

9400. In Canada, call the Microsoft 

Canada Information Centre at (877) 568-

2495. Customers who are deaf or hard-of-

hearing can reach Microsoft text telephone 

(TTY/TDD) services at (800) 892-5234 in 

the United States or (905) 568-9641 in 

Canada. Outside the 50 United States and 

Canada, please contact your local 

Microsoft subsidiary. To access information 

using the World Wide Web, go to: 

www.microsoft.com  

 

For more information about Fullscope 

products and services, call (256) 771-

7050 or visit the Web site at: 

www.fullscope.com  

 

For more information about Silicon 

Operations Group for Microsoft Corporation 

products and services, call 1-800-

MICROSOFT (1-800-642-7676) or visit the 

Web site at:  

www.microsoft.com  
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Software and Services 
� Microsoft Dynamics 

− Microsoft Dynamics AX 

� Microsoft Servers 

− Microsoft BizTalk Server 2004 

− Microsoft SQL Server 2005 

− Microsoft Office SharePoint Portal 

Server 2003 

� Windows® XP 

 

� Technologies 

− Microsoft BizTalk Accelerator for 

RosettaNet 3.0 

− Microsoft Internet Explorer  

 

Third-Party Software 
� Microsoft Dynamics AX for High Tech 

Industry 

 
Partner 
� Fullscope 


