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[bookmark: _Toc19897587]Introduction
Technology has rapidly transformed societies, industries, and lifestyles. In order to sustain and for the company’s long-term growth, company needs to achieve a competitive advantage. Additionally, the company needs to reconfigure activities according to the requirement of time and situation about corporate restructuring for instance acquisitions and mergers. Many companies are adopting a merger and acquisitions and business expansion strategies. 
The purpose of this report is to demonstrate the motive behind Softbank, which is a Japanese telecommunication company, acquired British based company, Arm Holding in 2016. Secondly, this report has examined the change implication happened both parties, but this report has particularly focused on Arm through management perspective, stakeholder’s perspective, and employee perspective. In addition, this report has analysed the post-acquisition performance of Arm. How Softbank will achieve its business strategy through the acquisition of Arm, and how Arm has been developed across the Softbank group.
[bookmark: _Toc19897588]Softbank Group
Softbank Group established in 1981 as a SOFTBANK Crop by the current Chairman and CEO of the company Masayoshi Son. It commenced operation as a computer parts store. Then gradually it expanded its business, with collaboration and acquisitions, and it succeeded established as Softbank Group in 1986 (SoftBank Group,2019). It is a Japanese multinational conglomerate holding company. It is one of the most successful telecommunication company of Japan. The corporate philosophy of the company is, through the information revolution, it wants to contribute happiness to people. The main aims of Softbank Group are, for the next 300 years grow as a corporate group, strategic synergy group and to become successors for the next generation (SoftBank Group,2019).  Furthermore, future business strategies of Softbank are extending the customer base for telecommunication business, developing 5G network and developing new technologies for the company sustainability and long-term growth.  Moreover, Softbank believes that technology is a key catalyst to create a world better. Therefore, they have built Softbank Vision Fund to support the emerging technologies and innovation from different parts of the world and collaborate them to achieve the vision of the Softbank Group. Figure 1 shows the group structure of Softbank Group.

Figure 1: Group Structure of Softbank Group

Source: (SoftBank Group,2019). 
















[bookmark: _Toc19897589]ARM Holdings 
ARM Holdings is UK’s leading technology company, it provides silicon IP and custom SoCs for the devices. Additionally, it delivers a complete Internet of Things (IoT) which transform the business. Additionally, it designs key technologies which is used in semiconductor computer chips, nearly all the smartphones sold each year it designs the processors that are used in the main chip (Arm, 2019). Arm started joint venture between Acron computers and Apple in 1990, then gradually it expanded its business from mobile phone and them smartphones from 1993 onwards, now most of the devices have used Arm technology (Arm, 2019).
Figure 2 shows the uses of Arm’s microchip in many technologies. Moreover, to design a new processor takes several years and a team of highly specialized engineers, as a result, it provides licenses to semiconductor companies to design processor with incorporate Arm technology into their computer chips (Figure 3). Therefore, as Arm is chips designer rather than a manufacturer. It leaves with a high-profit margin due to the intellectual property model (Massoudi et al.,2016).  The main income source of Arm is, it receives an upfront license fee and royalties from each and every chip which is based on Arm’s technology. The main strategy of Arm is to exploit and explore opportunities emerging from the Internet of Things (IoT). Secondly, it aims is to retain and gain market share from mobile to server, and networking infrastructure by embedding smart devices and automated. Additionally, invest more in R & D to create a long-term and sustainable business and healthy revenue stream for the company and its investors (Arm,2019). 

Figure 2: ARM microchips used in many technologies
Source: (Kelion,2016)










Figure 3: Arm business Model
Source: (SoftBank Group,2019). 








[bookmark: _Toc19897590]Acquisition Motives
In business terms acquisition refers, when one entity takes over another company (Brealey, et al. 2017). In 2016, Softbank acquired UK’s leading technology company Arm Holdings, British’s smartphone chip designer, which was a conglomerate acquisition for Softbank. it was the largest acquisition of a European technology business for the value £24.3bn. Figure 4 has shown, how the price offered to Arm has been composed. Reportedly more than 95% of the investor of microchip designer Arm’s voted in support of the deal. Softbank was offering a good price of the company value. According to report Softbank paid for each share in Arm £17, which was 43% premium on share. Reportedly, the deal was 24.4 times more than Arm’s 2015 revenue of £968m and estimated 56.8 times than adjusted profit after tax £429m (Massoudi et al., 2016). According to records of previous deals of Softbank, in 2000 it invested $20m in ecommerce giants Alibaba and it’s worth in 2016 was $65bn. Similarly, Didi chuxing Chinese ride-hailing mobile app, rival to Uber acquired small stakes worth a few million dollars turned into a multibillion-dollar investment (Appendix 1). There are a number of successful acquisitions of Softbank Group. As Softbank has good record of successful acquisition so it has been expecting that investment that Softbank has made will be turned into multibillion-dollar. This section of the report examines the acquisition motives behind the acquisition of British semiconductor company Arm by Softbank and analyses the motives behind the acquisition:

Figure 4: Total acquisition price

Source: (SoftBank Group,2019)










[bookmark: _Toc19897591]Accelerating leadership in the internet of things (IoT)
Firstly, the reason to acquire a British smartphone chip designer, Arm holding by Japanese telecommunication Softbank, it would help to become the leader of the Internet of things. According to the report, Arm shipped 15bn chips in 2015, half of those were for mobile devices, therefore Softbank realised the greater potential of rapid growth in chips for networking equipment and Internet of things (IoT) (Massoudi et al.,2016). 
Similarly, more than 95% of smartphones such as Apple, Samsung, Apple watch to cheapest Nokia phone device has an Arm based chips so Softbank would be benefited from first mover advantage by acquiring Arm (Meyer, 2016). Moreover, for Softbank it was a huge business opportunity to acquire Arm as IoT has begun to control the market, so for the company’s sustainability, and create value for its investor, and monetize emerging new markets are motive behind this deal.

[bookmark: _Toc19897592]Future growth
Another reason Softbank acquired Arm is for its long-term future growth. According to Arm’s CEO, Simon Segars, retaining and developing engineers are essential for Arm’s future growth which, he has shared a long-term view on investment by Softbank. From figure 2 it can be seen that usages of Arm’s chips, that connect devices for instance fridges to the web (Farrell and Kollewe 2016). Therefore, Arm has a huge potential to expand, and through Arm, Softbank can achieve global reach in the high-tech business. 
In order to examine the motives behind to acquire Arm by Softbank, BCG matrix has been used. BCG matrix is a portfolio matrix, it helps the company to consider where to invest in terms of growth opportunities. 
Source: (Johnson et al., 2014).

Figure 5: BCG Matrix

 





BCG matrix has designed to assist with long term strategic planning and identify which project will best help to capitalize on market share growth opportunity (Johnson et al., 2014). Softbank is a conglomerate company, so it has a different portfolio for instance subsidiaries Yahoo Japan, Sprint, Brightstar and many other associates (SoftBank Group,2019). BCG matrix helps to analyse the portfolio of the company, as Softbank acquired Arm with the aim, as it has greater market growth potentiality (figure 5 & figure 6) and Softbank can extend its market share globally. According to BCG matrix Arm for Softbank was in question mark quarter while it acquired, which Softbank has to turn into a star from Softbank Investment Fund and its support, where they have agreed to share long term vision. Once it will be fully capitalised and start to cover the market and become mature in the market then it will move into a cash cow, which would be a healthy revenue stream for Softbank’s future. Also, Softbank has visualise the future of the Arm, as a result, they have offered the price which was 24.4 times more than Arm’s 2015 revenue of £968m. Currently, Arm is investing in new markets in order to create long-term opportunities and design and improvement of the integral platforms, subsystems, sensors that drive IoT performance from boosting IoT technologies (SoftBank Group,2019). According to BCG matrix, now the Arm’s has moved into star as it has a high growth rate as yearly it is increasing its shipments and high market share of 34% in 2016. 

Figure 6: Market share of Arm 2016
Source: (Arm, 2017)













Figure 7: Arm’s main growth market
Source: (Arm,2019) 












Figure 8: Arm’s opportunity to continue grow
Source: (Arm, 2017)
















According to the report, in 2016 semiconductor industry was growing 1% by value and 4% by volume over five years, similarly chips with processors were increasing 70%, Arm was gaining share in the segment of the industry of chips with processors was 34% (Figure 8). Therefore, Softbank was willing to acquire Arm and offered price more than valuation. 

[bookmark: _Toc19897593]Strategic fit
Strategic fit refers to the degree to which an entity’s resources and capabilities are matching with the opportunities in the external environment (Garlichs, 2011). Strategic fit facilitates to assimilate two organisations after acquisition (Datta,1991). 
Firstly, whilst the company is acquiring or taking over other company, generally. they focus on whether the target company is strategically fit or not? As strategic fit brings the synergetic benefits to the company. So, acquiring company needs to analyse these synergetic benefits from the target company. Latash, (2008) suggested that there are three types of synergy financial, revenue and cost synergy. Usually, acquiring company who adopt acquisition approach to expand its business, they look for target company target company from a synergy perspective as they will fit or not. In the context of Softbank and Arm Holding case, Softbank has acquired Arm for revenue perspective not immediately but for future growth perspective. According to the report, in 2019 Arm has signed 28 processor licences.

Figure 9: Licensing enables future royalties
Source: (Arm, 2019)










 
Figure 9 shows the potentiality of ARM in future royalties from their core business strategy. According to the report, the business strategy of Softbank is developing 5G network to support next generation mobile communication system. By acquiring Arm, it would facilitate them to strengthening network and preparation them to get into the Internet of Things (IoT) era. As future market will be always connected, machine learning processor, 5G, infrastructures, and as per record more than 130 billion devices as based on Arm’s chips and IoT is rapidly expanding, consequently, it is expected that number would  grow to one trillion connected devices to a global network (SoftBank Group,2019). Furthermore, CEO of Softbank Son said ARM would be an excellent strategic fit within the group as Softbank looking forward to capturing the significant opportunities provided by the IoT (Farrell,2016). Therefore, the acquisition of Arm by Softbank seems rationale decision.
[bookmark: _Toc19897594]Change Implication for both Softbank and Arm
Arm is wholly (100%) acquired by Softbank in 2016. Once company collaborated change will happen in both parties, acquirer and acquired entity. This section will demonstrate what kinds of changes implied to both entities.

[bookmark: _Toc19897595]Manager Perspective:
Firstly, as a Softbank is the parent company and Arm is the subsidiary company, therefore, the decision would be taken by Softbank (Farrell and Kollewe, 2016), which will change the organisational structure of both entities (Appendix 2). As a result, chairman of the company for Arm is now Masayoshi Son, and as per agreement between both parties that top management of Arm remains the same and business functioned as an independent business (Farrell, 2016).  Therefore, organisational structure has not been much affected by this acquisition. According to the report, Arm’s business strategy and target market remained the same, business model, and prominently leadership team remains unchanged, consequently, it didn’t hugely impact on organisational structure of Arm (Arm,2019).  Additionally, Softbank agreed to remain headquarter of Arm in the UK after acquisition for the five years (Titcomb, 2016).  Therefore, it’s been speculation that though management has remained unchanged currently but may not be the case in the near future.  

[bookmark: _Toc19897596]Stakeholders Perspective:
Stakeholders are those who can affect and can be affected by the company (Mallin,2013). Singh (2018) stated that when merger and acquisition happened, mainly it raises the issue to stakeholders, firstly, that acquisition raise their wealth value or not? Secondly, what will be long-term benefits? 
According to the report, more than 95% of Arm’s shareholders voted in favor of the deal, because the deal increased their wealth’s value, as a result, they accepted the offer. By contrast, the former City minister Lord Myners was disappointed regarding the deal and he said, though shareholders were agreed to sell for a high price, it may impact on the long-term health of British industry, which he addressed the second question from stakeholder’s perspective (Farrell and Julia, 2016). 
However, shareholders of Softbank’s were raised the issue for all-cash deal whilst acquiring, as deal added more debt to company as company had already significant borrowing and raised company gearing ratio. Additionally, Softbank shares fall by 10.30%, in which shareholders raised more concern over the deal (Farrell, 2016).

[bookmark: _Toc19897597]Employee perspective:
Another group which acquisition will affect directly is employees of the company (Singh ,2018). One of the agreements of the deal was Softbank will invest to make the workforce of Arm double within the next five years. Consequently, Arm had hired 1000 staff in 2018 since being acquired, additionally, they had added substantially its overseas staff, which had been increased from 2845 to 3540 (Field, 2018). As a company is fully acquired by Softbank in 2016, so the decision for employees would be taken by Softbank. 
According to the report, after succeeding in deal workers of Arm could share a pay-out value of almost £400m and handsome incentive scheme for executives of Arm to encourage and retain talented engineers and employees (Ruddick,2016). In contrast, Savva (2018) reported that Arm’s lost its 180 staffs from worldwide because of change occurred by the acquisition by Softbank and Arm take over two companies US based company Mountain View and Treasure Data. Additionally, the profit of Arm had been decreased in 2017 (Figure 8) which must have raised the issue uncertainty of the future. Though they have mentioned that the company would run independent business, speculation has been made that employees may require following the organisational culture of parent company rather than Arm in the near future. 
[bookmark: _Toc19897598]Post-acquisition Performance
This section will examine the performance after the acquisition of Arm by Softbank, particularly focus on Arm’s performance. After the acquisition of Arm by Softbank, many critiques had been raised the issue that Arm had been overvalued and whether the deal was worthwhile or not for both companies. However, CEO of Softbank was confident, and he is a very much optimistic regarding the deal, and he said, he was the first person to make a deal with the UK after Brexit (Massoudi et al., 2016). As ARM is very successful high-tech British company.  
[bookmark: _Toc19897599]Financial Analysis
According to the report, Arm had made considerable progress in 2017 right after acquisition. It had shipped 21billion Arm based chips, additionally, it had signed 141 licenses with 89 customers, which made 511 companies they have been adopting Arm technology (Softbank Group, 2019). 

Figure 10: Arm’s revenue, profit and investment

Source: (Arm,2019)













Furthermore, figure 10 shows that in 2017 revenue of Arm has been increased, however, profit has been decreased compared to the previous year, as they have invested in people which has increased approximately by 1500 since acquired and the investment for Arm’s long-term growth. Reportedly, Arm was hugely investing in Research and Development to boosting Arm’s standing in the market, for instance, connected cars as the market of smartphone saturate (Titcomb, 2017).   

[bookmark: _Toc19897600]Collaborating across Softbank
Since being acquired by Softbank Arm has extended its reach across the globe, for instance, Sprint (American telecommunications company) announced that it will work with Arm to develop new technologies (Softbank Group, 2019). Additionally, Uber company (US car-booking) to shared-office provider WeWork with Arm and various raw resources (Dunkley,2018). Simon Segars CEO of Arm said that Arm will look forward to opportunities to collaborate across Softbank Group. Similarly, as per the report to become the leader of the internet of things and connected devices in the stiff competitive market deal was a key part of the vision of Softbank (Dunkley,2018). Furthermore, Arm was lacking expertise in services for IoT, however, from CEO of Softbank encouragement Arm started to bulk up its IoT service division. According to the report in 2019, the company had invested $600 million on Treasure, U.S based data analytics company, which was the biggest deal in 14 years (King and Kahn, 2019). 

[bookmark: _Toc19897601]Arm’s expanded growth opportunity
According to the report, smartphone market is slowing, which has been declined by 5.9% worldwide (IDC,2019). As a result, the market of the smartphone has been saturated, so Arm needs to diversify for its sustainability and long-term growth. After post acquisition Arm has not only limited to chips designer, they have expanded their opportunities. Firstly, they have invested to develop new technology to retain and gain market share (Figure 11). Secondly, they have increased investment in R&D to strengthen healthy future revenue stream (Figure 12). It’s been also suggested that the move Arm had taken, recognised as the best interest of the company future, as limits of the current market, and company need to step up beyond PC and mobile to multitude of car, consumer home, building and other emerging platforms creating by Internet of things (IoT) and due to network effects (Meyer, 2016).  

Figure 11: Arm’s Developing new technology
Source: (SoftBank Group,2019)













Figure 12: Opportunities for future growth
Source: (SoftBank Group,2019)











[bookmark: _Toc19897602]Conclusion
Softbank acquired British high-tech company Arm Holdings with the purposes of becoming a leader of the market of Internet of things, to gain competitive advantage, to extend the company and for company long-term growth and sustainability. Arm accepted the offer as it received the best value for the company which has increased stakeholder’s wealth, where 95% of investors from Arm have voted in favour of the deal. Additionally, Arm wanted to diversify the business not limiting themselves in mobiles and PCs, because the market of the smartphone is getting saturated. Softbank is very strong company in telecommunication and conglomerate group, so this acquisition is a very good opportunity for Arm also, as they expand more through the Softbank.
[bookmark: _GoBack]According to the report in 2018, though the sales of the Arm holding had been increased, however, the profit was shrunk. Arm said it was because of the investment they had made in their workforce, in contrast, the news released that 180 workers were departing from the company in 2018. This could be the change had brought uncertainty into the high-tech company. Furthermore, stakeholder of Softbank also raised the issue over the deal as they share of Softbank was fall by 10% so it been assumed that Son CEO of the Softbank may have taken aggressive growth approach to reach globally.  
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Appendix 1: Acquisitions by Softbank
Source: (Massoudi et al ,2016). 





























Appendix 2: Organisational Structure of Softbank
Source: (SoftBank Group,2019)
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