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Microsoft just handed the keys to its entire AI development stack to an executive who
joined the company eight weeks ago. That’s either desperate or brilliant—and
understanding which one matters for every enterprise betting on Azure.

The Reorganization: What Actually Happened

On January 13, 2025, Satya Nadella announced the creation of CoreAI – Platform and Tools,
a new engineering division that consolidates three of Microsoft’s most strategically critical
units under a single leader. Jay Parikh, who joined Microsoft in late 2024 after serving as
Meta’s VP and Global Head of Engineering, now reports directly to Nadella as Executive

https://blogs.microsoft.com/blog/2025/01/13/introducing-core-ai-platform-and-tools/
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Vice President.

The math here is significant. CoreAI absorbs the full Developer Division (led by Julia Liuson),
the full AI Platform group (led by Eric Boyd), and select teams from the Office of the
CTO—including AI Supercomputer, AI Agentic Runtimes, and Engineering Thrive. This isn’t a
coordination committee or a dotted-line arrangement. It’s a full organizational merge.

The explicit mission: build the “end-to-end Copilot & AI stack” for both Microsoft’s internal
products and third-party developers. That means GitHub Copilot and Azure AI Foundry
now live under the same roof, governed by unified priorities.

According to SiliconAngle’s reporting, Parikh’s mandate spans four technical domains:
agentic runtimes, memory systems, entitlements, and what Nadella calls “action space.”
These aren’t buzzwords—they’re the architectural components required to move from
stateless AI chat interfaces to persistent, autonomous agent systems.

Why Now: The Strategic Calculus

Nadella’s internal memo referenced “more than two years” of preparation for this shift. That
timeline matters. Two years ago, Microsoft was still integrating its initial OpenAI investment.
Eighteen months ago, Copilot was a promising experiment, not a revenue line. Today,
Microsoft is racing to convert AI momentum into platform lock-in before the market
fragments.

The timing reveals what Microsoft sees coming. Agentic AI—systems that can plan, execute
multi-step tasks, and maintain state across sessions—requires fundamentally different
infrastructure than the prompt-response models that dominated 2023-2024. The current
architecture, where model providers, runtime environments, and developer tools operate as
separate fiefdoms, creates friction that slows development and fragments user experience.

Nadella framed the shift as compressing “30 years of change into three years.”
That’s not marketing hyperbole—it’s a staffing justification for consolidating
three major divisions under emergency-level unified command.

https://siliconangle.com/2025/01/13/microsoft-forms-new-ai-engineering-group-led-jay-parikh/
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The competitive context amplifies the urgency. Google is shipping Gemini across its entire
product suite. Amazon’s Bedrock is gaining enterprise traction with its multi-model
approach. OpenAI, Microsoft’s key partner, increasingly competes through ChatGPT
Enterprise while supplying models to Azure competitors. The partner-competitor tension
with OpenAI makes owning the runtime layer—not just the model layer—existentially
important.

Why Jay Parikh: The Meta Connection

Parikh’s appointment isn’t random. His background maps precisely onto the technical
challenges CoreAI must solve.

At Meta, Parikh ran infrastructure for services operating at billions-of-users scale. More
relevantly, he oversaw the engineering that made Facebook’s recommendation systems,
messaging infrastructure, and real-time data pipelines work together coherently. Those are
exactly the integration problems agentic AI creates: how do you let an agent access CRM
data, send emails, update databases, and maintain context across hours or days of
interaction—without creating security nightmares or performance bottlenecks?

His brief stint as CEO of Lacework, a cloud security company acquired by Fortinet for $149
million in June 2024, adds another dimension. Security in agentic systems isn’t a
feature—it’s a fundamental architectural constraint. An agent that can “take actions” on
behalf of users is a lateral movement dream for attackers. Parikh has fresh experience
thinking about identity, permissions, and audit trails in cloud-native environments.

The direct reporting line to Nadella signals the organizational weight Microsoft is placing on
this bet. EVPs who report to the CEO bypass the political friction that slows cross-
organizational initiatives. Parikh can make decisions that would otherwise require
committee approval.

Technical Deep Dive: What CoreAI Actually Has to Build

The four technical domains Nadella mentioned—agentic runtimes, memory, entitlements,
and action space—deserve unpacking because they define the engineering challenges
ahead.

https://www.theregister.com/software/2025/01/13/in-ai-agent-push-microsoft-re-orgs-to-create-coreai-team/596996
https://www.theregister.com/software/2025/01/13/in-ai-agent-push-microsoft-re-orgs-to-create-coreai-team/596996
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Agentic Runtimes

Current AI applications are mostly stateless: each prompt gets processed, a response
returns, and the system forgets. Agentic systems need to maintain goals across sessions,
track progress on multi-step tasks, and recover gracefully from failures. This requires a
runtime layer that handles state management, task scheduling, and inter-agent
communication.

Microsoft’s current offering here is fragmented. Azure Functions handles serverless
compute. Semantic Kernel provides AI orchestration primitives. Durable Functions offers
workflow capabilities. None of these were designed for agents that run for hours, make
decisions autonomously, and interact with each other. CoreAI presumably needs to unify
these into something purpose-built.

Memory

Agents need context that persists beyond the token window of their underlying models.
This means vector databases for semantic retrieval, structured stores for factual data, and
caching layers for recent interactions. But it also means deciding what to remember and
what to forget—a problem that current architectures mostly ignore.

Microsoft has pieces here: Azure AI Search, Cosmos DB with vector capabilities, and various
caching services. The integration work is non-trivial. An agent helping with a complex
project needs to access conversation history, relevant documents, user preferences, and
external data sources—all through a unified retrieval interface that the model can query
naturally.

Entitlements

This is where security meets functionality. When an agent acts on behalf of a user, what
permissions does it inherit? Can it send emails? Access financial systems? Modify
production databases? The current OAuth/IAM model assumes human users making
conscious decisions about each access grant. Agents break that model.

Parikh’s Lacework background becomes directly relevant. Enterprise adoption of agentic AI
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will stall without robust permission frameworks that let security teams define what agents
can do, audit what they actually did, and revoke access granularly. Microsoft’s existing
identity stack (Entra ID, formerly Azure AD) needs extensions specifically designed for non-
human actors.

Action Space

“Action space” is the set of capabilities an agent can invoke. In current systems, this is
typically a fixed set of function calls or API endpoints defined by developers. But the
promise of agentic AI is that agents can discover and use capabilities
dynamically—potentially combining tools in ways developers didn’t anticipate.

This requires standardized protocols for describing what actions are available, what inputs
they require, and what effects they produce. It also requires sandboxing mechanisms that
prevent agents from taking destructive actions, even when those actions are technically
available.

GitHub Copilot’s evolution illustrates the direction. What started as code completion now
includes code explanation, test generation, documentation writing, and pull request review.
Each of these represents an expansion of the action space—and each required integration
work that might have gone faster under unified leadership.

Who Wins, Who Loses

Winners

Enterprise developers already on Azure: The consolidation should mean faster feature
releases, better integration between Azure AI Foundry and GitHub Copilot, and clearer
roadmaps. If you’re building on Microsoft’s stack, this reorganization is unambiguously
positive.

Azure AI Foundry: This is Microsoft’s answer to the proliferation of AI development
frameworks. Under CoreAI, it gets direct access to GitHub’s developer distribution and the
AI Platform team’s model optimization expertise. Expect aggressive feature parity with
competitors and tighter Azure integration.
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Julia Liuson and Eric Boyd: Despite losing organizational independence, both leaders now
sit closer to the strategic center. Dev Div and AI Platform were important before; inside
CoreAI, they’re essential.

Losers

Independent AI tooling companies: When Microsoft consolidates, it typically ships
integrated alternatives to point solutions. Companies building agentic frameworks, memory
systems, or AI development tools should expect direct competition from CoreAI within
12-18 months.

Multi-cloud AI strategies: The whole point of CoreAI is tighter integration between
Microsoft’s AI services. Features that work seamlessly on Azure will work less seamlessly
elsewhere. Enterprises trying to avoid lock-in face increasing friction.

Google Cloud and AWS AI services: Microsoft is explicitly investing in the platform layer
that sits between models and applications. If CoreAI executes well, Azure becomes more
attractive for AI workloads regardless of which foundation model customers choose.

What Most Coverage Gets Wrong

The press coverage has focused on the organizational chart—who reports to whom, which
teams merged. That misses the technical thesis underlying the move.

Paul Thurrott’s coverage correctly identified the agentic focus, but even that framing
understates the architectural ambition. Microsoft isn’t just building tools for agentic AI. It’s
attempting to define the runtime layer that all agentic applications will need—and own that
layer across the industry.

The comparison to historical platform plays is instructive. In the 1990s, Microsoft won the
PC era by owning the operating system and development tools together. In the 2010s, the
company lost the mobile platform war partly because Windows Phone, Visual Studio, and
Azure operated as separate strategies. CoreAI represents a deliberate attempt to not
repeat that mistake in the AI era.

Another underappreciated element: the “first- and third-party” mandate. CoreAI builds for

https://www.thurrott.com/a-i/315771/microsoft-announces-new-coreai-platform-and-tools-division
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Microsoft’s own products (Office, Dynamics, Windows) and for external developers
simultaneously. This creates powerful feedback loops. Internal teams push for features that
external developers also need. External developers stress-test capabilities at scale before
internal teams adopt them.

The most important line in Nadella’s announcement wasn’t about AI—it was
about “model-forward applications that reshape all application categories.”
Microsoft is betting that the app architecture we’ve known for 30 years is about
to be rewritten.

What’s Overhyped and What’s Underhyped

Overhyped: Speed of Impact

Organizational mergers take time to produce results. New reporting structures don’t
immediately translate into shipping products. CoreAI will spend the next 6-9 months on
team integration, roadmap alignment, and priority battles. Expect meaningful product
changes in late 2025, not Q1.

Large enterprises don’t adopt new architectural patterns quickly, regardless of how good
the tooling is. Even if CoreAI ships a perfect agentic runtime in 2025, widespread enterprise
adoption is a 2026-2027 story.

Underhyped: Developer Experience Consolidation

GitHub Copilot and Azure AI Foundry under unified leadership creates the opportunity for
seamless developer workflows that don’t currently exist. Today, a developer might use
Copilot for code completion, then switch to a different interface for model testing, then use
yet another tool for deployment. CoreAI can collapse this into a single experience.

The comparison is to how VS Code absorbed features from dozens of separate tools into
one editor. Developers didn’t ask for that consolidation, but once they experienced it, going
back felt primitive.
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Underhyped: Infrastructure Costs

Agentic AI workloads are compute-intensive in ways current applications aren’t. An agent
that runs for hours, maintains state, and makes thousands of model calls per task generates
infrastructure bills that dwarf simple chat interactions. Microsoft owning the runtime layer
means optimizing for cost efficiency—which could become a significant competitive
advantage.

Practical Implications: What Should You Actually Do?

For CTOs and Engineering Leaders

Audit your AI architecture dependencies. If you’re building on Azure AI services,
understand which specific services now fall under CoreAI. Your vendor relationship model
may change—account teams, support channels, and roadmap communications will likely
consolidate.

Evaluate your agentic AI timeline. If you’re planning agent-based features for 2025-2026,
Microsoft just signaled they’re treating this as a platform-level concern. That means waiting
for CoreAI’s offerings might be more sensible than building custom infrastructure.

Revisit multi-cloud strategies. The integration benefits Microsoft is pursuing work best
when you’re all-in on Azure. If you’ve been maintaining cloud-agnostic AI infrastructure,
calculate the cost of that flexibility versus the productivity of deeper integration.

For Tech Founders

Check your competitive positioning. If your product competes with anything CoreAI
builds, you’re now competing directly with a well-funded division reporting to the CEO.
Consider whether differentiation (going deeper in one area) or acquisition (being bought
for your expertise) is the better path.

Consider the integration opportunity. CoreAI will need ecosystem partners. If your
product complements rather than competes with Microsoft’s agentic stack, this could be
an opportunity for deeper partnership.
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For Senior Engineers

Learn the Semantic Kernel stack. Microsoft’s open-source AI orchestration framework
will likely become more important as CoreAI evolves. Understanding its patterns now
positions you for whatever CoreAI ships later.

Experiment with Azure AI Foundry. Even if you’re not using it in production, understanding
its capabilities and limitations helps you evaluate when CoreAI’s improvements become
relevant for your use cases.

Follow the GitHub Copilot roadmap. Copilot is the most visible surface area for CoreAI’s
work. Changes there preview patterns that will appear in Azure AI services later.

The 6-12 Month Outlook

Q2 2025: Expect minimal product changes but significant messaging shifts at Build 2025
(typically May). CoreAI will likely announce roadmaps, preview capabilities, and signal
integration directions. Watch for announcements about unified developer experiences
spanning GitHub and Azure AI services.

Q3 2025: First tangible integrations should ship. Likely candidates: GitHub Copilot features
that leverage Azure AI Foundry models more directly, or Azure AI services that integrate
more naturally with GitHub workflows.

Q4 2025: Agentic runtime primitives in preview. Microsoft won’t let the year end without
demonstrating progress on the core technical thesis. Expect preview releases of memory
systems, permissioning frameworks, or orchestration capabilities specifically designed for
long-running agents.

2026: Full competitive implications become clear. By this point, CoreAI will have shipped
enough that enterprises can evaluate whether to build on Microsoft’s stack or construct
alternatives. The strategic window for competitors to establish alternative platforms
narrows significantly.
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The Bigger Picture

Microsoft’s CoreAI announcement isn’t just an organizational chart update. It’s a public
commitment to a specific technical thesis: that agentic AI requires integrated platform
capabilities that don’t exist today, and that owning this layer is strategically critical.

The comparison to historical platform wars is deliberate. The company that owns the
runtime layer—the thing that sits between applications and infrastructure, making both
more valuable—captures disproportionate value in technology markets. Microsoft
dominated the PC era by owning Windows. Apple dominates mobile by owning iOS.
Microsoft is explicitly trying to own the agentic AI runtime.

Whether this bet pays off depends on execution. Parikh needs to ship capabilities faster
than Google and Amazon while maintaining compatibility with the OpenAI models that
power much of Microsoft’s current AI advantage. That’s a difficult balancing act.

But the mere attempt reshapes the competitive landscape. AWS and Google Cloud must
now respond with their own platform consolidation or risk ceding the runtime layer.
Independent AI tooling companies must decide whether to compete with CoreAI or
integrate with it. Enterprise customers must decide how much Microsoft lock-in they’re
willing to accept in exchange for integrated capabilities.

The appointment of an outsider to lead this effort, two months into his tenure, tells
you exactly how urgent Microsoft considers the agentic AI platform race—and how
much is at stake for anyone building on or competing with Azure.

WRITTEN BY

Artur Markus

Software engineer in Basel building AI infrastructure and agentic systems, with a
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background in pharmaceutical automation, GxP compliance, and validation. I help teams
turn AI from a chatbot into a reliable operational layer.

Book a meeting →

https://www.arturmarkus.com/contacts/

