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and net margin, which can be partially attributed to their lack of expense for a sales force. It 

could also indicate that their operations are more efficient than their counterparts. Their return on 

capital has been higher than the peer average for the last five years, but has been trending 

negatively alongside the peer average, largely due to share-based payment expenses (Atlassian 

Corporation Plc., 2016, p. 8). The final profitability ratio is cash flow to sales, which Atlassian 

has had nearly double or more the peer average for the last five years, since most of their cash 

flow comes from operations, and their customer acquisition cost is low. Atlassian’s key valuation 

ratios can only be used to compare their performance to competitors during fiscal year 2016, as 

no data is available prior to that year. No data is available for the TTM P/E high or low. 

Atlassian’s 2016 EV/EBITDA ratio is on par with its peer average, indicating a high valuation of 

companies, which is typical for SaaS companies. The average price to sales ratio is also on par 

with the peer average for 2016, but the current average is nearly double, which can be attributed 

to the rising price of shares outstanding from $21 in their IPO, to $34.48 at close on April 28, 

2017 (S&P Capital IQ, 2017, p. 1). The average price to book is also higher than peer average 

during 2016, but the current numbers are within .3 of each other. This ratio is high, but again is 

typical for SaaS companies. 

 

Figure 8: Key performance ratios for Atlassian and peers (S&P Capital IQ, 2017, p. 2) 

 Ex�S�H�F�W�H�G���F�K�D�Q�J�H�V���L�Q���I�L�U�P�¶�V���I�L�Q�D�Q�F�L�D�O���S�R�V�L�W�L�R�Q�� S&P Capital (2017, p. 3), in their stock 

report for Atlassian, predicts the following changes for the subindustry of application software: 
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growth due to excitement about cloud computing, but a limited margin of expansion in the 

future. For Atlassian specifically, they predict that the annual earnings per share will decrease 

slightly in 2017, then rise in 2018. Annual revenue will increase in both 2017 and 2018. Figure 9 

shows these predictions in further detail. Atlassian will likely continue to invest aggressively in 

research and development, as well as increase staffing expenses in marketing and operations to 

support growth. Their net income will likely hover around breakeven while they invest in 

positioning themselves in the workplace productivity software subindustry.  

 

Figure 9. Expected changes in Atlassian’s financial position (S&P Capital IQ, 2017, p. 2). 

Opportunities for Atlassian 

 The analysis of Atlassian’s internal resources and capabilities, as well as their financial 

position compared to their peers, allows for identification of opportunities for the company. One 

opportunity is to use some of the available cash to invest more in human resources, to ensure that 

the competitive advantage of their company culture is being protected. Another opportunity that 

exists for Atlassian is to “tell the story’ of their unique activities, culture and values better. These 

are not replicable by competitors, and so should be used to differentiate Atlassian. The Atlassian 

Marketplace is another area of opportunity. Atlassian should invest more in marketing it for two 

reasons: it is a source of passive income through the percentages of sales that Atlassian claims, 

and it adds value and competitive advantage to Atlassian’s core products. The final opportunity 

that Atlassian has is to utilize company leadership to identify and publish their next strategic 

initiative. This will give the company clearer direction moving forward, and allow them to 

escape the potential of being ‘Stuck in the Middle’ with their generic strategy. 

Strategic Recommendation 

Executive Summary 

 As Braun and Latham put it in Mastering Strategy, “Having identified the competitive 

dynamics in the external environment and delved into the strategic factors that can make our 

company “stick out,” we are now in a position to ask questions about growth, expansion, and 
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diversification” (2014, p. 87). As discussed, Atlassian is an Australian software company that 

focuses on creating software for teams, and they traditionally have targeted enterprise software 

developing teams. The company puts a heavy focus on customer success and satisfaction, which 

enables their self-service product distribution strategy. Their core competency is great software, 

which is versatile, affordable, integrated and easy-to-adopt. As their president, Jay Simons, 

explains, the core aspect of marketing is having a great product, and Atlassian’s sales model is 

reliant on the ability of their software to sell itself.  

 In order to maintain profitability, then, Atlassian must continue to sell more software. 

The strategic recommendation for Atlassian to achieve this, then, is to expand through market 

development in emerging markets of knowledge workers and tech startups, specifically, India, 

China, Ireland and Sweden. To push into these markets, Atlassian should do the following: 

develop channel and reseller partners within these countries, use targeted web based marketing to 

identify and connect with potential customers in those countries, offer their website in key 

languages for those countries and invest in customer service representatives to offer support in 

those languages. 

Strategic Alternatives 

 Strategic alternatives to this recommendation, in order from least feasible to most, are as 

follows: overhaul, realignment to environmental changes, expansion through a new product in a 

new market and expansion through a new product. An overhaul would involve a comprehensive 

change in the way that Atlassian operates. This type of strategy would be necessary if Atlassian’s 

assets and activities were both threatened, and their company could not continue to exist without 

a drastic change. This is unnecessary, and doesn’t apply. The next alternative is realignment to 

environmental changes. As the P.E.S.T.E.L. analysis on page one indicates, the environmental 

changes are trending positively for Atlassian, so this type of recommendation is also not 

applicable. Complete diversification, by launching a new product in a new market, is also an 

alternative. This is the riskiest strategy in the Product-Market Growth matrix (Braun & Latham, 

2014, p. 94), and would likely lead to Atlassian moving outside of its core competency of great 

software for teams, which is bad strategy. The final alternative is diversification through a new 

product. This is something that Atlassian does naturally, through their extensive research and 

development and their Atlassian Marketplace, and so it was not considered for the strategic 

recommendation. 
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Recommendation 

The final alternative, then, is the best choice: expand through market development, by 

pushing into countries that are predicted to have emerging markets of knowledge workers and 

tech startups. This supports Atlassian’s goal stated in their 2016 annual report, “We aim to have 

every knowledge worker, in every team, in every company use an Atlassian product every day” 

(p. iii). As an Australian company incorporated in the United Kingdom that sells mainly to U.S. 

customers, along with having subsidiaries and trademarks in multiple countries, and customers in 

virtually every country, Atlassian was “born global” (Crawford & Fletcher, 2014, p. 282). This 

makes expansion by market development in emerging markets an ideal strategy. In the Product-

Market Growth matrix, expanding into new markets is a strategy with medium risk (Braun & 

Latham, 2014, p. 94), and may be lower considering Atlassian’s status as a “born global” 

company. Atlassian has registered trademarks in the United States, Australia, the European 

Union, Russia, China, Japan, Switzerland, Norway, Singapore, Israel, Korea and Canada 

(Atlassian Corporation Plc., 2016, p. 60). The parent corporation of Atlassian Corp Plc has 

wholly owned subsidiaries in the following countries: United Kingdom, United States, Australia, 

Japan, Germany, Netherlands, Philippines, France and Bulgaria. Finally, the website is available 

in the following languages: English, Spanish, Dutch, French, Japanese, Portuguese, Russian and 

Korean. Modis blog called out Ireland, Australia, Canada and Sweden as the “Next Global 

Silicon Valleys” (2015) for startups, and since 2005, when Thomas Friedman announced it in 

“The world is flat, after all,” the number of knowledge workers in India, Russia and China have 

been increasing. This recommendation, then is that Atlassian pushes into those pockets that are 

hot for startups and knowledge workers where they do not already have a large presence: Ireland, 

Sweden, India and China. As Figure 10 shows, Atlassian has some partners in each these 

countries (Atlassian Corporation Plc., 2017a), but the total number of partners in each of these 

countries compared to other countries that Atlassian has partner companies places them in 16th, 

24th, 27th and 29th for Sweden, India, China and Ireland, respectively. A greater presence in these 

countries would lead to gaining name recognition from customers, and as greater numbers of 

teams emerge, they would reap first-mover benefits as the most recognized and recommended 

software for teams in the market. 
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Figure 10. Atlassian’s partners, distributed by country. 

 

Implementation Plan 

 The implementation plan for this strategic recommendation contains four parts: develop 

more local channel and reseller partner relationships, use targeted web based marketing, offer 

their website in key languages and invest in customer service representatives. These are all 

existing aspects of their marketing and sales strategy, but the recommendation is that they invest 

more in and further develop these different pieces with the specific aim of supporting their push 

into these markets.  

Timeline. Figure 11 below shows the task level breakdown of the implementation plan, 

and Appendix A shows the associated Gantt chart for the task level breakdown. Based on this 

chart, the implementation timeline is from June 1, 2017 until December 29, 2017, with a total 

duration of 152 business days, or about seven months. The first step will be to hire operations 

staff to support the hiring of marketing and CSR staff, as well as the website translation project. 
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The next step will be to hire the marketing staff who will be in charge of maintaining and 

developing partner relationships in each country. While the hiring of the marketing staff is 

occurring, the website translation project will begin. In her blog series “Countdown to Going 

Global,” Sarah Siwak calls out translation, localization and internationalization as three of the 

five big processes that are brought up in relation to the process of translating content when going 

global, and identifies the average timeline for an enterprise website translation project to be 

anywhere from days to months. As Atlassian has already undergone multiple translations of their 

website, it is likely that the identification of content to be translated will take less time than 

normal. Also, due to Atlassian’s model of open source translation of their documentation and 

products (Atlassian Corporation Plc., 2015), as well as their policy of only accepting USD for 

payment, makes their translation efforts less extensive than an average enterprise website 

translation project. As Figure 11 shows, the website translation should take about three months in 

total. Beginning concurrently with the website translation project is the identification of factors 

that indicate customer interest, in order to effectively launch web based target marketing in these 

countries. The actual launch of the marketing will occur once all hiring and training of new 

marketing staff has completed. Once the web based target marketing has launched, an evaluation 

of the need for Customer Service Representatives (CSRs) in each geographic market will be 

done, based on the amount of customer support provided by partners in that region as well as the 

customer need for CSRs in that region. While Atlassian Partners generally provide local 

language support, it is recommended that Atlassian hires some in house CSRs who speak those 

countries’ major languages, such as Chinese and Hindi, to provide dedicated support for each 

region in order to maintain their awarded reputation for customer support. The final task is the 

evaluation of need for more operations staff, based on the number of CSRs and marketing staff 

hired, as well as the impact of the website translation project. If needed based on the evaluation, 

interviews, hiring and training of operations staff would occur in the final two months of the 

implementation plan.  
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Figure 11. Task level breakdown of implementation plan. 

 Costs. The tasks in the implementation plan are associated with various costs, some that 

will be startup costs and some that will be maintenance costs. One-time costs include the 

translation of the website into Hindi and Chinese. Based on an assumption that Atlassian will use 

a translation service to translate 400 of its 1600 pages (Magnolia, 2015), with 1,000 words per 
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page (Wordcounter.net, 2017) and that the average cost per word of translating a website is $.15 

for Chinese and $.18 for Hindi (Straker Translations, 2017), the total up front cost of the website 

translation project is $132,000. This is the only one time cost associated with the implementation 

plan. Maintenance costs for the plan include the salaries of all employees hired to support the 

implementation plan, including operations employees, marketing employees and customer 

service employees. As Atlassian published in their 2016 annual report, the bulk of their expenses 

comes from “employee and labor-related expenses, which include salaries and bonuses, share-

based payment expense, employee benefit costs and contractor costs” (p. 46). Based on a straight 

ratio of number of employees, 1760, to total expenses, $387,155,100 (Atlassian Corporation Plc., 

2016, p. 6), it is projected that each additional employee will increase expenses by $219,974. The 

projected increase in marketing and sales expenses and general and administrative expenses as a 

percent of revenue associated with this implementation plan is one percent, and half of a percent, 

respectively. This increased percentage of cost, multiplied by the average cost of an employee 

found above, results in recurring yearly costs associated with this implementation plan.  

Value chain. Various pieces of the value chain will be affected by this plan. Figure 12 

shows Atlassian’s value chain, with the affected activities in red font. The support activities of 

technology development will be affected, as additional resources will need to be allocated to 

translate the website to Hindi and Chinese and support the evaluation of the outbound logistics. It 

is not recommended in the implementation plan to offer the website in Swedish, as the majority 

of Swedes speak English, or in Irish, as virtually every Irish person speaks English. Human 

resources will be affected, as they will need to increase costs by hiring employees to support the 

growth of the company. Outbound logistics, which is Atlassian’s high-velocity, low-touch online 

distribution model, will be affected, as the backend systems will need to be evaluated to ensure 

they can handle the increased volume of sales that will come from the expansion into the new 

markets. Also, the back-office systems will need to be able to support Hindi and Chinese. 

Marketing and sales will be the most highly affected by the implementation plan. Marketing 

costs will increase as staff will need to be hired to manage the channel and reseller partners, 

dubbed “Atlassian Experts” (Atlassian Corporation Plc., 2016, p. 44), in the new markets, as well 

as the increase in web based targeted marketing efforts. Service will also be highly affected, as it 

is key to employ customer service representatives to support the increased number of customers, 

to uphold Atlassian’s focus on customer satisfaction and retention. This will cause costs to 
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increase, but will support the marketing strategy by creating customer advocates who will spread 

Atlassian’s name through word of mouth. Activities that will not be significantly affected are 

procurement, firm infrastructure, inbound logistics and operations. These changes in the value 

system for Atlassian should ensure that all activities are working together to support the 

implementation plan, create value for the customer and drive a higher profit margin for 

Atlassian.  

 

Figure 12. Areas of Atlassian’s value chain affected by implementation plan. 

 Activity map. Activity maps, as Braun and Latham explain in Mastering Strategy, are 

“simple charts meant to keep your attention on the activities that need to be accomplished on a 

day-to-day basis, in an effort to maintain your company’s competitive advantage” (2014, p. 128). 

Figure 13 shows the activity map for Atlassian. The largest pink circle in the middle represents 

Atlassian’s strategic imperative - every knowledge worker using Atlassian products. The 

medium-sized pink circles represent the aspects of Atlassian’s competitive advantage, which will 

help the company reach the strategic imperative. These are company culture, distribution model 

and product strategy. The smaller, blue circles represent activities that the company engages in 

that support these competitive advantages, ultimately supporting their strategic imperative. 

Activities to take note of, considering this implementation plan, are dedication to the customer, 

no sales team, use data-driven marketing and customer-driven sales. It is key to maintain or 

bolster these activities in order to successfully expand into the new markets while continuing to 

maintain competitive advantage. These activities are Atlassian’s ‘secret sauce’ which have 
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driven its success thus far, and engaging in them will ensure a more successful implementation 

of this plan.  

 

Figure 13. Activity map for Atlassian. 

 Performance metric. The performance metric that should be used to evaluate the 

success of this implementation plan for the strategic recommendation is a S.M.A.R.T., or 

specific, measureable, assignable, realistic, time-bound metric (Braun & Latham, 2014, p. 120). 

The metric to be measured is the number of new customers per quarter per geographic region. 

Atlassian defines a customer very conservatively, as a single organization with “at least one 

active and paid license or subscription as of period end, for which they paid more than $10 per 

month” (2016, p. 44). This definition of customer ensures that any customer counted in the 

metric is one that is increasing Atlassian’s revenue. This performance metric was chosen because 

Atlassian already measures their customers, and likely already measures them by geographic 

region, though that information is not public.   
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Financial Projections  

Five-year financial projection. Figure 14 shows the five-year financial projection for 

Atlassian, based on the changes in operations due to the implementation plan for the strategic 

recommendation. Do note that all numbers are in thousands. 

 

Figure 14. Five-year financial projection for Atlassian (in thousands). 

This projection was created using financial data for fiscal year 2016 found in Atlassian’s 2016 

annual report (p. 48-49). Areas that have been impacted by the implementation plan have been 

highlighted in orange font. The financial projection was created using the financial data from the 

results of operations, and the results of operations as a percent of revenue. Figure 15 shows 

Atlassian’s percentage distribution of revenue by type for the past three fiscal years. As shown, 

the percent of revenue gained from subscription and other (Atlassian Marketplace) have been 

increasing, while the percent of revenue gained from maintenance and perpetual licensing has 

been decreasing. To represent this trend in the five-year projection, the percentage of revenues 

by type were calculated as follows: subscription at 51%, maintenance at 31%, perpetual license 

at eight percent and other at 10%. To capture the increase in total revenues based on general 

growth and due to growth in revenue from the expansion into new markets, the 2016 revenue 

was increased by 27% to project for fiscal year 2017, based on the average year over year change 

in number of customers from the last three years. To account for the increased number of 

customers, and revenue from those customers, the revenue for fiscal year 2018 and onward was 

calculating as increasing by 30% year over year.  Based on Atlassian’s historical percentage cost 
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of revenue of 17%, the cost of revenues was calculated as 17% of total revenues for each year. In 

2018, $132,000 was added to the cost of revenues to account for the cost of developing 

Atlassian’s website in Hindi and Chinese. The income tax benefit (expense) was calculated as 

two percent of total revenues per year, based on Atlassian’s historical data. Finally, to account 

for the increased marketing and operations staff to support the strategic recommendation, the 

marketing and sales expense as a percentage of total revenue in fiscal year 2018 and onward was 

increased to 21%, and the general and administrative expense as a percentage of total revenue 

was increased to 19.5%. These adjustments result in a projection of a net loss in fiscal year 2018 

of around $128 million, and net gains in each following fiscal year. 

 

Figure 15. Results of operations indicated as a percentage of revenue (Atlassian 

Corporation Plc., 2016, p. 49). 

 Key performance ratios. Using this five-year financial projection, Atlassian’s key 

performance ratios in 2021 can be assessed, along with how they compare to industry averages. 
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Atlassian’s gross margin as a percentage of revenue will be between zero and negative one 

percent, which is higher or on par than the industry average which is between negative 10 – 20% 

(Kessler, 2016, p. 2). The percent net margin will be around .5%, which again is slightly higher 

or on par with the industry average, which has been hovering between -10 and -20 for the last 

five years and will likely continue that trend. Other performance ratios compared to industry 

averages are not able to be calculated due to the limited scope of the numbers produced by the 

five-year projection. 

Risk Assessment and Contingency Plans 

 In order to reduce the potential effect of risks on Atlassian, a risk assessment of three 

significant risks has been done. Should one or more of these risks occur, contingency plans have 

been proposed to help Atlassian respond effectively. The first risk is if Atlassian lacks 

understanding of cultural differences in the countries they attempt to penetrate, Ireland, Sweden, 

India and China, it may lead to inability to develop channel and reseller partners and customer 

relationships. The second risk is if Atlassian dedicates a higher percentage of their budget toward 

marketing and operations, specifically marketers and customer service representatives, their 

research and development could suffer, which would hurt their core competency of great 

products. The final risk is if outside forces, such as taxes and regulations, affect Atlassian 

negatively, their reputation could suffer and they could lose customers. If the first risk, lack of 

cultural understanding and connections, occurs, Atlassian should perform a financial analysis per 

geographic region to gauge whether the revenues they would be able to gain without those key 

partners and customer relationships would be sufficient to justify their costs. They should make 

the decision at that point whether to continue the expansion or not in each country individually, 

to ensure they aren’t bleeding cash. The second risk can be avoided, by ensuring that the 

percentage of costs allocated to research and development does not dip below 44%. The 

company may be unable to sustain profitability while maintaining the percent of budget allocated 

to research and development and increasing the percent of budget allocated to marketing and 

operations. As shown in the five-year financial projection, increasing spending may result in a 

short-term net loss, but will lead to higher net income in the long term. The final risk is the 

potential for external forces, such as taxes or regulations, to affect Atlassian’s reputation. The 

contingency plan to reduce this risk is to maintain open and honest communication with 
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customers. This could be published in Atlassian’s quarterly letters to shareholders on their 

website, as well as through their various social media presences.  

Conclusion  

 Atlassian has been incredibly successful in the fifteen years since their inception, 

growing their customer base to 85,031 customers in more than 170 countries (Altassian 

Corporation Plc., 2017c, p. 5). Their revenue has grown by 34% or more in the last six quarters, 

and they have reported a net gain in every fiscal year (Atlassian Corporation Plc., 2017c, p. 9). 

Their mission is to unleash the potential in every team, and their goal is to have every knowledge 

worker, in every team, in every company use an Atlassian product every day (Atlassian 

Corporation Plc., 2016, p. iii). Figure 16 shows a figure that co-founder Mike Cannon-Brookes 

presented in 2008, during a presentation on ‘Scaling Atlassian’ (Tay, 2014).  

 

Figure 16. Atlassian model for enterprise software (Tay, 2014). 

This was Atlassian’s original sales model for distributing their software, which was completely 

unique for the enterprise software subindustry. It has proven successful for Atlassian thus far, 

and for it to continue to be successful Atlassian must continue their global expansion.  In order to 

sustain their rate of growth, achieve their mission and support their sales model, the best path 

forward for Atlassian is to expand by market development in up and coming markets for 

knowledge workers and tech start-ups, specifically, the countries of Ireland, Sweden, India and 

China. They should do this by developing channel and reseller partners, using targeted web 
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based marketing, offering their website in Hindi and Chinese and investing in customer service 

representatives. This will result in increased year over year revenue growth of three percentage 

points. It will also bring them one step closer to achieving their mission of unleashing the 

potential of every team, driving their progress forward in creating what’s next in fossil fuel 

alternatives, space exploration and genetic sequencing. 
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Appendix A 

Gantt Chart for Implementation Plan 
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