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1 Introduction
SOFTBANK Corp., the predecessor of SoftBank Group, was founded in 1981 by Masayoshi Son as a software distributor (SoftBank Group, 2019e). After decades of development, SoftBank Group has become a Japan-based top telecommunication company in the world. The company is currently ranked 98 in Fortune Global 500 and has been among this world top business list for 12 consecutive years (Fortune, 2018).  
Arm Holdings, which used to a joint venture between Acorn computers and Apple, is the world leading microchip designer who is specialised in designing and licensing high performance & low power consumption micro-processors. Aiming at developing AI, IoT, security and 5G technologies, the business scope of Arm covers Processor IP, IoT platform and solutions, and software & tools, and the application of its technology has been expanded to a variety of industries and markets, such as automotive, retail, logistics, smart cities, smart spaces, smart homes, healthcare, storage, industrial, wearables, utilities & energy, mobile computing and infrastructure (Arm, 2019a).
In 2016, SoftBank acquired Arm at £24bn which made this deal one of the biggest acquisitions in the IT industry and in the UK. 
The objective of this article is to explore SoftBank’s strategic incentives behind this acquisition and assess the strategic changes brought by the acquisition to the two organisations. Firstly, the decision-making of SoftBank’s acquisition of Arm is analysed through resource-based view based on Mintzberg’s Deliberate and Emergent Strategy Model and strategic position model. Secondly, the changes brought by the acquisition to SoftBank are outlined. Lastly, the balanced scorecard approach is adopted to evaluate the pre and post-acquisition performance of Arm. 
2 The Decision-making of SoftBank’s acquisition of Arm
According to Mintzberg, Ahlstrand and Lampel (1998), deliberate strategy refers to intentions which are executed and fulfilled, while emergent strategy refers to the realisation of unintended patterns; in reality, strategies of either total deliberation or emergence can seldom be successful, and an effective strategy is usually a hybrid of both deliberate and emergent strategies that can reflect an organisation’s strategic position with the flexibility to react to unexpected changes. And this model can be helpful when assessing the reasons and timing of SoftBank’s decision to acquire Arm.
[bookmark: _Hlk16021567]Figure 1: Mintzberg’s Deliberate and Emergent Strategy Model
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(Source: Mintzberg, Ahlstrand and Lampel, 1998)
2.1 Deliberate Strategy of SoftBank
By taking the resource-based view, the deliberate strategy of an organisation can be analysed using the strategic position model from the aspects of purpose, culture, environment, and capability (Johnson, Scholes and Whittington, 2008).
Figure 2: Strategic Position Model

(Source: Johnson, Scholes and Whittington, 2008)
2.1.1 Strategic Purpose
The strategic purpose of an organisation can be assessed from the three aspects: organisation’s corporate governance, organisation’s CSR, and organisation’s philosophy, vision and values,(Johnson, Scholes and Whittington, 2008).
According to Johnson, Scholes and Whittington (2008), one of the most important aspects of corporate governance is the shareholding patterns of an organisation. In terms of shareholders, SoftBank has the following characteristics:
· SoftBank is completely privatised with governments and other public bodies owning no shares of the company (SoftBank Group, 2019f).
· Masayoshi Son, who founded SoftBank, is the dominant shareholder owning 21.94% of the total shares of SoftBank, more than twice of the second largest shareholder; and the remaining shares are dispersed among more than 170 thousand shareholders (SoftBank Group, 2019f). 
· [bookmark: _Hlk16019178]Besides being the founder and the dominant shareholder, Masayoshi Son is also the Chairman & CEO of SoftBank, which indicates that his power constitutes of both ownership and management control at the top level of SoftBank. The dominance of Son among the shareholders and his managerial authority in SoftBank has ensured his control over the company and the alignment between his vision and SoftBank’s strategic direction. 
· 23.3% of SoftBank’s shares are currently possessed by financial institutions, which may provide substantial financial resources and avoid the short-term orientation of institutions to hinder the long-term objectives of SoftBank (Johnson, Scholes and Whittington, 2008; SoftBank Group, 2019f).
According to Johnson, Scholes and Whittington (2008), Japanese companies are usually cited as examples of the stakeholder model governance. There is an individual Audit & Supervisory Board consists four board members including two independent officers who represent the interests of different stakeholders and is entitled to attend SoftBank’s board meetings and audit SoftBank’s strategies and operations to supervise the company’s CSR practices (SoftBank Group, 2019b, 2019a). SoftBank has also appointed a Chief CSR Officer to facilitate CSR activities. Such a governance model and CSR practice can help SoftBank to focus on long-term business objectives and improve ethics & CSR standards to meet the requirements of different stakeholders. 
Figure 3: The Corporate Philosophy, Vision and Values of SoftBank 
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 Source: (SoftBank Group, 2019c)
To conclude, the purpose of SoftBank’s strategic position can be described as dedicating to the long-term and sustainable development in the revolution of Information Technology, which refers to IoT and AI. The significant advantages provided by acquiring Arm in terms of SoftBank’s strategic position can be three-fold:
· Acquiring Arm can provide SoftBank first-mover advantage in IoT and AI technologies and markets. Having already been the dominant market leader of high performance and low power microchips, Arm can further exploit other markets, such as automotive, embedded technology, and microcontrollers, besides smartphones with SoftBank’s strong financial support. Such exploitation will make SoftBank the pioneer and standard-maker of IoT and AI technology, which will further confirm SoftBank’s leading position in these emerging markets in the near future. 
· Acquiring Arm enabled SoftBank to integrate Arm’s ecosystem and could facilitate SoftBank to expand its future IoT and AI ecosystems. With the acquisition, SoftBank can not only possess the intellectual properties of chip designs which are essential for its own IoT and AI ventures but also  access and build relationships with suppliers, agents, franchisees, technical supporters, distributors, customers, etc. to nurture the massive outer ecosystem.
· SoftBank has been devoting its resources to customer base expansion (SoftBank Group, 2018). The acquisition of Arm can not only enable SoftBank to assimilate the customer base of Arm but also to attract a new customers by providing new combination of services. Moreover, the new corporate portfolio can greatly strengthen the R&D capability and the bargaining power of SoftBank to its suppliers which can facilitate SoftBank to develop new products and services with state-of-the-art AI and IoT technology at lower costs more efficiently and further the expansion of customer base.  
2.1.2 Culture
Organisational culture can be defined as “the basic assumptions and beliefs that are shared by members of an organisation, that operate unconsciously and define in a basic taken-for-granted fashion an organisation’s view of itself and its environment” and it is important for an organisation’s strategic position because the development of corporate strategy is a path-dependent process (Johnson, Scholes and Whittington, 2008). 
When looking into the history of SoftBank, the leadership of Masayoshi Son, who established the empire in 1981, has played the essential role to the growth of the company and can be considered the major characteristics of SoftBank’s corporate culture. 
Masayoshi Son has been well known for his entrepreneurship and unique vision. Much of the credit for SoftBank’s most successful investments must go to his visionary business insights, such as the investment on Yahoo, Alibaba and the introduction of iPhone to Japan (Medeiros, 2019). In his famous “300-year vision”, Son pointed out the singularity of technological evolution will come when AI will eventually supersede human intelligence and change the world (Medeiros, 2019). Son’s vision has been deeply embedded into the corporate culture of SoftBank, and managers and employees in SoftBank deeply believe that IoT is the future of the company; as announced by Marcelo Claure, COO of SoftBank, the connected devices will exceed one trillion by 2025 and will generate over  $11 trillion value (Takahashi, 2018). Son has been closely paying attention to Arm for a long time, initiated the acquisition, personally engaged in the negotiation with Arm and UK Government (Medeiros, 2019), the decision-making of acquiring Arm was strongly influenced by his personality and vision.
2.1.3 Environment
Besides the globalisation, market dynamics and hyper-competition, one of the most prominent characteristics of today’s business environment in IT industry is the paradigm shift of competition. The competitions in the marketplace, which used to happen among businesses and then shifted to be among supply chains, now take place among business ecosystems. 
The IoT business ecosystem has been defined as “a community of interacting companies and individuals along their socio-economic environment, where the companies are competing and cooperating by utilizing a common share of core assets. These common assets can be in a form of hardware and software products, platforms or standards that focus on the connected devices, on the connectivity thereof, on the application services on top of this connectivity, or on the supporting services” (Mazhelis, Luoma and Suomi, 2012).
Microsoft and Apple are both typical examples of dominating the market by developing their comprehensive ecosystems. The IOS of Apple can outperform Android, windows mobile and other smartphone operating systems because of Apple’s massive customer base of billions of users, apps wrote by hundreds of thousands of programmers, services provided by numerous organisations, and a wide variety of hardware and accessories designed and manufactured by tens of thousands of producers. 
The strategy undertaken by SoftBank to deal with this paradigm shift, and build & strengthen its ecosystem is convergence, which is the integration and establishment of its own IoT ecosystem, and the intellectual properties and R&D capabilities of Arm are the core of this strategy (Hegde, 2016). 
Keys (2016) argued that the real gold mine of IoT was not the “things” but the massive flow of data which was likened to be the “oil of the digital economy”. In Masayoshi Son’s vision, data transaction will be embedded into everything people do in their daily lives and “Whoever controls data controls the world”(Medeiros, 2019). With the R&D capability and market dominance of Arm, SoftBank might be capable to control IoT data like OPEC dominated the world oil market by controlling the source in the 1970s (Keys, 2016).   
2.1.4 Capability
Besides the charismatic leadership, financial capacity and human resources of SoftBank, the operations and transactions that SoftBank have undertaken can help to achieve a better understanding of SoftBank’s capability in terms of building the IoT ecosystem.
According to IoT.Business.News (2019), the components of the complex IoT ecosystem can be divided into four categories, namely, hardware, software, services, and rules; and each category includes different subcomponents.
Table 1: Components of the IoT Ecosystem
[image: ] 
Source: (IoT.Business.News, 2019)
The actions undertaken by SoftBank from 2006-2018 are outlined as the following:
2006
· Acquired Vodafone K.K. and entered mobile communication (SoftBank Group, 2019e)
2012	
· Acquired Sprint Corporation (SoftBank Group, 2019e)
2016 
· Launched a joint venture with Aeris, a US IoT company, to provide IoT services through Aeris’ IoT platform (Tomás, 2016)
· Founded the SoftBank Vision Fund with the cooperation with Saudi Arabia’s Public Investment Fund, Apple, Foxconn, etc. to invest in IoT, VR, robotics, AI and other advanced technologies. The Fund, which already secured the commitments of over $100 billion, is considered to be the largest technology investment fund in history and will further enhance SoftBank’s vision of trillions of connected devices (Radicati, 2017)
· Announced investment in OneWeb Ltd to deploy 900 non-geostationary-satellites to provide global internet access (Medeiros, 2019) 
· Committed $30 million investment in Chinese AI and Cloud start-up – Cloudminds (Xiao, 2016)
2017
· Acquired 50.1% of the total shares of Encored, the Japan subsidiary of Encored USA who provide platform services by analysing real-time energy data with IoT devices globally (Tomás, 2017).
· Announced strategic cooperation with Rambus, a US-based , to provide IoT security and device management services via Rambus’s IoT platform (Rambus Press, 2017)
· Acquired Boston Dynamics (SoftBank Group, 2019e)
· Partnered with Guardant Health with a $360 Million investment to acquire cancer data from 1 million patients (Guardant Health, 2017)
· Invested $200 Million in Plenty in indoor farming platforms (Wang, 2017)
2018
· Formed partnership with Vayyar Imaging, an Israeli company, to further expand its global IoT business (Tomás, 2018).
· Built partnership with Dublin City Council to deploy smart city IoT solutions in the city (Tannam, 2018).
· Raised $35 million to fund HEED, a consumer entertainment platform using IoT and AI technology (IoT News, 2018).
· Began to accelerate 5G innovation and increasing competition (SoftBank Group, 2019e)
· Formed a joint venture with DiDi to provide a taxi-hailing platform in Japan (SoftBank Group, 2019e)
· Launched barcode-based electronic payment services “PayPay” (SoftBank Group, 2019e)
Although almost all reports on the Arm acquisition revealed Masayoshi Son’s intention to secure a share of the future market of IoT, this acquisition might be just one piece of SoftBank’s IoT strategy jigsaw. When analysing SoftBank’s business transactions before and after this acquisition, it can be found that SoftBank’s investments have covered all 4 items of the IoT ecosystem and almost all the subcomponents. The acquisition of Arm should be put into the big picture instead of considered as a stand-alone event. The objective of SoftBank is to build a comprehensive corporate portfolio covering various components of the IoT ecosystem, and the Arm acquisition is the most important transaction and the decisive factor to facilitate SoftBank to accomplish such goal.
2.2 Emergent Strategy of SoftBank
According to Masayoshi Son, he truly believed the future of IoT and Arm, whose chip designs already dominated the smartphone market, would help SoftBank to expand to this promising market, and he has been closely looking into Arm’s development for 30 years ever since its very beginning (Massoudi et al., 2016). But besides prudent planning, the acquisition is also a result of SoftBank’s quick reaction to a series of unexpected changes and unintended events, which have become the determinant factors to the timing of the acquisition and SoftBank’s post-acquisition strategies.
2.2.1 Arm’s Dilemma
It is projected that there will be over 20 billion connected devices by 2020, and powerful processors with low power consumption will be the key (Hegde, 2016). Arm, who only designs the small, low-power processors and licenses them to companies like Apple, Nvidia, Samsung and Qualcomm, can be considered as a gathering of “advanced patents” (Miller, 2016). Despite its massive influence in the IT industry, Arm has been short of financial capability to expand its business scope (Miller, 2016). 
Figure 4: BCG Matrix
[image: ]
(Source: Johnson, Scholes and Whittington, 2008)
On the one hand, with the saturation of the smartphone market, the cash cow in the BCG matrix, Arm’s marginal profits have been dropping significantly. It requires a huge financial commitment to maintaining Arm’s market leadership and profitability.
On the other hand, Arm’s business pertaining IoT and AI, such as 5G, automotive, robotics and embedded technology could be considered as the stars and question marks in the BCG matrix, but Arm did not possess enough resources to expand and develop these businesses to generate more revenue and profits. 
And Son realised Arm’s urgent needs for monetary resources and reacted quickly with the decision to execute the acquisition (Medeiros, 2019).
2.2.2 Brexit
Just about two months before the acquisition, the EU referendum in the UK resulted in Brexit which then caused the collapse of British Pound Sterling.
Figure 5: Monthly High/Low for British Pound to US Dollar Spot Exchange Rate in 2016

(Source: Pound Sterling Live, 2016)
[bookmark: _Hlk13595314]Due to this unexpected event, the market value of Arm dropped nearly 30% and Masayoshi Son shrewdly grasped this opportunity and managed to seal the deal within 3 weeks (Massoudi et al., 2016).
2.2.3 UK Government’s Intervention
The UK Government has always been conservative about the overseas takeover of British companies (Vaswani, 2016). In the course of Arm acquisition, the UK Government intervened the transaction intending to protect the British economy and forced SoftBank to made legally-binding compromises:
· the headquarter of Arm should remain in the UK;
· Arm’s employee headcounts in the UK should be doubled (Titcomb, 2016).
2.3 Realised Strategy of SoftBank
In Masayoshi Son’s vision, a company with one single business model is not capable to deliver technological revolution, so SoftBank won’t become the next Google, Apple or Microsoft. Son is motivated to plan and implement his “cluster of number ones” strategy to create a corporate portfolio with a diversity of businesses cover the hardware, software, services and rules of the entire IoT ecosystem (Medeiros, 2019). 
Thus, the reasons for SoftBank’s acquisition of Arm in 2016 can be summarised as the following aspects:
· [bookmark: _Hlk18770029]The acquisition was driven by the long-term orientation of SoftBank and the prospect of IoT;
· The acquisition provided the first-mover advantage to SoftBank to exploit IoT and AI markets;
· facilitated SoftBank to build a comprehensive corporate portfolio to build the IoT ecosystem and to access global markets;
· and furthered the expansion of SoftBank’s customer base. 
· The saturation of the smartphone market and lack of financial resources made Arm vulnerable to SoftBank’s offer. 
· The collapse of British Pound Sterling caused Brexit made the acquisition a bargain for SoftBank.
· UK Government’s intervention forced SoftBank to make compromises in term of post-acquisition strategies. 
3 Changes to SoftBank
The Arm acquisition triggered the establishment of the Vision Fund and a series of investment, acquisition and alliances, and reshaped SoftBank’s corporate structure and leadership.
Figure 6: SoftBank Group Portfolio


(Source: SoftBank Group, 2019d)
Prior to Arm acquisition, SoftBank already managed to integrate its core businesses in Japan and the North American Market. In Japan, SoftBank Corp. emerged after a series of mergers to become the largest telecommunication service provider which offers a range of comprehensive services including mobile communication services, broadband services, fixed-line telephone services and data communication services (SoftBank Telecom Corp., 2015). SoftBank’s business portfolio to a large extent dedicated to providing telecommunication services with SoftBank Corp. focusing on telecommunication business in Japan, Sprint on the US, and Yahoo Japan on e-commerce in Japan. After the take-over of Arm Holdings, which can be considered as the milestone of SoftBank’s ambitious, aggressive and visionary entry into the AI and IoT business, Arm and Vison Fund became two major segments within SoftBank’s portfolio. 
Simon Segars, the CEO of Arm Limited, became of the 12 members of SoftBank’s Board of Directors (SoftBank Group, 2019a), which portraits the importance and influence of Arm to SoftBank on the top management level.
4 Post-Acquisition Performance of Arm
Many organisations rely heavily on financial performance variations as the key performance indicator when evaluating the outcomes of strategic change which can be misguiding due to the wide scope and time lag of strategic changes; balanced scorecards can serve as an effective evaluation tool in terms of strategic change because this device can “combine both qualitative and quantitative measures, acknowledge the expectations of different stakeholders and relate an assessment of performance to choice of strategy” (Johnson, Scholes and Whittington, 2008, p.451).
Figure 7: The Balanced Scorecard of Assessing Arm Acquisition
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(Developed by the Author)
Due to the characteristics of the IT industry and the core competence of Arm, four perspectives, financial, employee, innovation, and customer, were considered to be essential. Within each perspective, several critical success factors (CSFs) the and measurements were identified to assess the pre and post-acquisition performance. And since Arm’s strategic advantage derives from its innovation and R&D capabilities, these CSFs and measurements should be able to reflect Arm’s commitment to innovation and R&D.
4.1 Financial Perspective
When measuring the financial factor of Arm, variations in technology licensing revenue, technology royalty revenue, software and services revenue, and R&D expenditure can effectively demonstrate Arm’s strategic competence.
[bookmark: _Hlk16000256]Table 2: Financial Perspective of Arm (2015-2018)
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  (Source: Arm, 2019)
[bookmark: _Hlk16000316]Figure 8: Key Measures of the Financial Perspective of Arm

  (Source: Arm, 2019)
Significant increase of the total revenue and revenue of each business section of Arm have been achieved since the acquisition, especially the software and services revenue, which can be seen as the indicator that Arm has been effectively expanding its business portfolio into IoT and AI markets with the strong support from SoftBank. A more prominent change is the dramatic increase in terms of R&D investment. The R&D expenditure has been more than doubled from 2015 to 2018, reflecting the high confidence of SoftBank in the technological development of Arm but also the strong commitment to strengthening Arm’s competitive advantage. Another significant trend is the increasing importance of the royalty revenue in Arm’s financial performance. In 2015, only 54.2% of the total revenue came from technology royalty, while such ratio rose to 60% in 2018, which might imply a further confirmation of Arm’s dominant and standard-maker position in the marketplace. 
4.2 Employee Perspective
[bookmark: _Hlk15820731]R&D is the core business and the major source of the strategic advantage of Arm, thus, the headcounts of technical staff and the percentage of technical staff in the total number of employees are both important indices to demonstrate Arm’s R&D efforts.
[bookmark: _Hlk16000513]Table 3: Employee Perspective of Arm (2015-2018)
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   (Source: Arm, 2019)
Figure 9: Key Measures of the Employee Perspective of Arm

   (Source: Arm, 2019)
The headcounts of total employees, technical staff and non-technical staff have increased at 47.3%, 48.9%, 40.8% respectively from 2015 to 2018, which may imply:
· Arm is deeply committed to investing more resources in R&D, which is the core competency of the company;
· and Arm has been receiving strong support from SoftBank in its core business. 
4.3 Innovation Perspective
The application of Arm’s technology has been expanded dramatically since its establishment. The microchips designed by Arm, which used to be customised for smartphones, are now embedded in all electronic devices.
Figure 10: The Expansion of Arm’s Business Scope
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Source: (Arm, 2018b)
The markets that have been exploited by Arm can be used to illustrate the innovative development of Arm’s technology.
Table 4: Innovation Perspective of Arm (2015-2018)
[image: ]
 (Source: Arm Holding plc, 2015; Arm, 2016, 2018a, 2018b)
In 2015, Arm was the market leader of the mobile applications processor, storage, and wearable consumer electronics. From 2016 to 2018, Arm not only retained leadership in its traditional markets but also managed to explore and dominate the automotive chip market and embedded chip market. Besides, Arm has also acquired significant market share in networking infrastructure and consumer electronics. These market segments are all closely connected to IoT, and Arm has been incrementally gaining dominance in the IoT industry. And such rapid business expansion is to a large extent subject to the strong support from SoftBank. 
4.4 Customer Perspective
The total number of licenses signed, the number of companies signing licenses, and the total number of licenses are used to measure the market performance of Arm.
Table 5: Customer Perspective of Arm (2015-2018)
[image: ]
  (Source: Arm, 2019)
Figure 11: Key Measures of the Customer Perspective of Arm

  (Source: Arm, 2019)
The number of companies signing licenses has been dropping since 2015, which might be caused by the saturation of Arm’s mobile markets. Although the total number of licenses signed and the total number of licenses have been steadily increasing, the statistics can provide a hint of the market situation of Arm being less than optimistic. On the one hand, Arm needs to further strengthen its leadership in its traditional market. On the other hand, Arm needs to explore and exploit markets with promising potential, such as IoT and AI, for fast growth. These strategic directions all need massive financial, technological and HR commitments, which are beyond Arm’s capacity. Thus, stronger support from SoftBank will be essential to Arm’s future development.
5 Conclusion
To conclude, the decision-making of SoftBank to acquire Arm derived from the combination of SoftBank’s deliberate strategy and emergent strategy. The strategic incentives of SoftBank include long-term orientation, prospect of the IoT market, acquiring the first-mover advantage, building the IoT ecosystem and expanding the customer base, while the emergent strategy is influenced external factors, such as Arm’s need for resources, Brexit and UK Government’s intervention. The Arm acquisition triggered the establishment of Vision Fund and a series of acquisitions, investments and joint ventures which facilitated SoftBank to build a more comprehensive corporate portfolio, to incorporate Arm sector into the top management team, and to integrate expand its IoT ecosystems. 
By comparing some Arm’s pre- and post-acquisition key performance indicators, it is clear that with the strong support of SoftBank, Arm has significantly expanded its business scope, strengthened its core competence, and sustained its competitive advantage. To further exploit IoT and AI technology, Arm will need more support from SoftBank, and the development of Arm will facilitate SoftBank to become the market leader in future IoT and AI markets.
However, certain aspects of the study need further exploration. For example, the article lacks evaluation of some qualitative changes of Arm due to the acquisition, such as the change of corporate governance (public - private) and the corporate culture (UK - Japan). These challenges need to be addressed in future research which may provide a more holistic view of the topic.
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