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Executive summary
In 2016, Microsoft acquired LinkedIn for $26.2 billion, which became one of the largest acquisitions in the technology industry. The main goal of Microsoft's acquisition was to combine LinkedIn's user resources and social platform with Microsoft's technology to enhance Microsoft's market influence and competitiveness. This report mainly uses a series of theoretical frameworks to analyze this acquisition, including synergy theory, resource-based view, market power theory, and shareholder value maximization theory. It discusses whether Microsoft's acquisition was successful.

This report analyzes the impact of Microsoft's acquisition activities in several key areas. Microsoft will combine LinkedIn's resources with its Azure cloud computing system to improve operational efficiency, reduce costs, and enhance Microsoft's ability to handle big data. Secondly, LinkedIn's large user base and enterprise recruitment information provide Microsoft with a complete and systematic social network, which is conducive to Microsoft strengthening its market influence. Moreover, Microsoft uses LinkedIn's recruitment and learning services to achieve resource complementarity, ensuring that every Windows user can download LinkedIn software, which guarantees further strategic cooperation between Microsoft.

Moreover, after being acquired by Microsoft, LinkedIn achieved an increase in revenue. In the second quarter of 2018, it achieved $1.46 billion in revenue, contributing a substantial financial income to Microsoft. However, Microsoft's acquisition activities have also been criticized by competitors due to monopoly competition, but overall, Microsoft has reduced competition pressure through acquisitions.

In general, the conclusion of this report is that Microsoft's acquisition of LinkedIn is a successful strategic decision, which expands Microsoft's business system, promotes corporate profit growth, and is an important case of enterprises achieving market expansion through mergers and acquisitions in the business field.
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[bookmark: _Toc193992636]Chapter one: Introduction
In 2016, Microsoft acquired LinkedIn, a globally renowned and leading social networking platform, for $26.2 billion, which was the largest acquisition deal in the technology industry at that time. Microsoft hoped that by acquiring LinkedIn, it could enter new markets, expand its competitiveness, and increase its market share. Microsoft's CEO claimed that the acquisition could greatly enhance market positioning and relevance (Darmody and Zwick, 2020). LinkedIn is the leader in the world's professional social networking platform, with more than 600 million users worldwide. Many business managers recruit employees through LinkedIn (Smith et al, 2023). As the most famous Internet technology company, Microsoft promoted business cooperation through the acquisition of LinkedIn.

The main goal of this report is to analyze the strategic and economic significance of Microsoft's acquisition of LinkedIn and to evaluate whether the acquisition was successful. This report will systematically discuss Microsoft's acquisition activities using the theories of synergy, resource-based view, shareholder value maximization, and market power. Additionally, this report will discuss several important issues, such as how Microsoft can use the LinkedIn platform to enhance its business, the impact of Microsoft's acquisition activities on competitors, how the acquisition affects Microsoft's operations, and what obstacles Microsoft encountered during the acquisition. In addition, the report will also discuss some key areas, including economies of scale, efficiency improvement, resource complementarity, market influence, business growth rate, financial benefits, business diversification, shareholder wealth, and regulatory framework. Finally, the report will evaluate and summarize Microsoft's acquisition activities.


[bookmark: _Toc186923289][bookmark: _Toc193992637]Chapter two: Theory and logical analysis of acquisition
In the modern world, acquisition is one of the indispensable strategic plans for enterprises to enhance their core competitiveness. It often brings structural changes to enterprises (Piesse et al., 2022). That is to say, the main goal of enterprise acquisition is to hope that the merged company can be more competitive in terms of brand and market than the company operating independently. The business activities of Microsoft's acquisition of LinkedIn can be analyzed based on four theoretical frameworks, including resource-based view, synergy theory, market power theory, and shareholder value maximization theory. Through these theoretical analyses, the business logic and objectives of Microsoft's acquisition activities can be considered.

[bookmark: _Toc186923290][bookmark: _Toc193992638]2.1— Synergy Theory: Integration of advantages
The synergistic theory was proposed in the 1960s. Basically, the definition of synergy is that companies can better utilize resources to adapt to the changing business environment and fierce business competition. The strength of two integrated companies is greater than that of an independent company (Holtström et al., 2021). Generally speaking, synergy consists of cost synergy and revenue synergy, and cost synergy is a necessary condition for mergers and acquisitions (Xiao, Yixuan, 2020). The acquisition of LinkedIn by Microsoft can be analysed through the synergistic theory.

1). Cost Synergies. To be precise, cost synergy will affect the scale and business of the buyer and the acquired company. Most companies improve the utilization of resources by using the resources of the two companies to carry out production activities (Nowak and Nyman, 2007). Therefore, the advantage of cost synergy for mergers and acquisitions is often reflected in business operations, resource sharing, and optimization management. Specifically, after Microsoft acquired LinkedIn, it reduced operating costs by sharing resources.

For example, After Microsoft acquired LinkedIn, it became easier for Microsoft to obtain LinkedIn and user data, and Microsoft often used this data to improve its business solutions (Chirita, 2020). This means that LinkedIn and Microsoft's data will be integrated and unified, and Microsoft will use LinkedIn's 430 million users to improve its software, while LinkedIn users can also download LinkedIn data by using Microsoft software (Barwise et al, 2018). This not only allows LinkedIn to directly access Microsoft's sales channels to obtain customers, but also reduces data storage and data research and development costs.

2). Revenue Synergies. The acquisition of LinkedIn by Microsoft means that Microsoft can embed LinkedIn into Skype and establish a cloud computing system (B Rajesh, 2019). Therefore, the revenue synergy is mainly reflected in data integration and market expansion. For example, people with LinkedIn premium membership can directly access Microsoft's Office 365 and use applications to collaborate with others (Mark Grysiuk CRM, CIP, 2018). This means that Office 365 integrates LinkedIn's user and professional information, effectively improving users' work efficiency. In addition, Microsoft also uses the LinkedIn platform to promote cloud computing services. Some organizations often use Microsoft's artificial intelligence program to personalize job advertisements on LinkedIn (Uymaz, 2021). Therefore, the synergistic strategy has improved the user experience of Microsoft and LinkedIn, and has had a positive impact on both companies.

[bookmark: _Toc193992639]2.2— Resource-Based View: Sharing of resources
In the past few decades, the resource-based view has been one of the important strategic choice theories, aiming to enable enterprises to maintain a leading position in the market with their unique resources and competitive advantages (Zahra, 2021). In 2016, Microsoft's acquisition of LinkedIn enabled Microsoft to obtain LinkedIn's key technologies and customer resources, and combined them with its own resources to form a unique competitive advantage.

1). LinkedIn has a customer base of more than 400 million, and has the professional information, social relationships and work experience of these customers, so millions of companies use LinkedIn to post job recruitment information (Jiang, Xiaoyin et al, 2020). The personal information of these large customers will provide important value for Microsoft's service upgrade and AI algorithm. Additionally, in today's interconnected world, network tools are indispensable for businesses. During the COVID-19 pandemic, LinkedIn's LinkedIn Learning service system provided a platform for remote learning and training for employees of many companies, and provided a more comprehensive learning program for B2B customers (Apelehin et al., 2025).

2). Microsoft also has its unique resources. For example, Microsoft's Azure cloud platform, which was established in 2010, is an online platform designed to provide cloud computing and services to customers, with more than 200 categories of services (Gundu et al., 2020). Therefore, after Microsoft acquired LinkedIn, Microsoft's Azure system was combined with LinkedIn's data resources. The Azure system can enhance LinkedIn's data analysis and identification capabilities, and effectively segment customer groups, providing precise services for the company's recruitment. In addition, Microsoft is one of the world's largest e-commerce companies, with more than 100 billion dollars mainly from online services, game and software sales (Nanduri et al., 2020) Therefore, the integration of resources between Microsoft and LinkedIn is successful, this integration further enhances Microsoft's competitiveness in the market, and its enterprise services have reached a new level.

[bookmark: _Toc193992640]2.3— Market Power Theory: Consolidation of market position
The theory of market power mainly emphasizes the competitiveness of enterprises, that is, a high level of market power will improve the competitiveness of enterprises. If enterprises have a high level of market power, their pricing ability will become more flexible and improve market share (Fukuyama, 2022). The case of Microsoft's acquisition of LinkedIn is also an embodiment of the theory of market power.

1). Generally, the main goal of Microsoft's acquisition of LinkedIn is to provide more services to customers and strengthen market competitiveness, and more importantly, to obtain customer data and platform traffic (Gautier et al., 2021). Microsoft has refined its B2B market layout through LinkedIn, precisely targeting services in each segment of the market, especially in sales, advertising, and corporate recruitment. Secondly, the combination of LinkedIn's Sales Navigator and Microsoft's Dynamics 365 effectively improves B2B sales. Microsoft management also acknowledges that they use LinkedIn products, such as LinkedIn Premium or LinkedIn Sales Navigator, to enhance their business (Ring, Colm, 2020).

2). Moreover, Microsoft strengthened its social networking platform business through LinkedIn, reducing customers' use and dependence on other platforms. Some people called Microsoft's acquisition a "killing acquisition" because the company prevented other competitors from entering the market by acquiring potential competitors (Afilipoaie et al., 2022). Although Microsoft's acquisition activities reduced its competitive pressure, it also aroused the dissatisfaction of other competitors. For example, Salesforce opposed Microsoft's acquisition of LinkedIn, arguing that the Internet industry needs a fair competitive environment and requires LinkedIn to share its proprietary data with competitors (Kjolbye et al., 2017). This shows that although Microsoft has formed a strong competitive force in the industry through acquisitions, it has also aroused controversy and criticism from other competitors.

[bookmark: _Toc193992641]2.4— Shareholder Value Maximization: Stability of financial condition
In recent years, the value orientation and mission goals of enterprises have changed, shifting from the previous short-term profit maximization recommended by shareholders to sustainable, long-term profit goals. This is the maximization of social value and enhancement of long-term profitability of enterprises as described by stakeholder theory (Zumente et al., 2021). In addition, mergers and acquisitions can enable shareholders to clearly evaluate their long-term returns, so according to the survey, most of the long-term stock returns are attributed to mergers and acquisitions (Edmans et al., 2022). Microsoft hopes to achieve long-term goals and improve shareholder returns through the acquisition of LinkedIn.

1). According to the data, after Microsoft acquired LinkedIn, its annual revenue growth was very obvious. LinkedIn's revenue in 2018 was much higher than the level when Microsoft acquired it. Microsoft's statistics show that LinkedIn's revenue increased by 37% in the second quarter of 2018, reaching 1.46 billion US dollars (Andrejs, 2023). This means that Microsoft's acquisition of LinkedIn has brought considerable profit growth to Microsoft and is one of Microsoft's important revenue sources. Secondly, after acquiring LinkedIn, Microsoft successfully handled LinkedIn users' personal data and information. LinkedIn users can decide whether to share their data with Microsoft, which has improved the quality of Microsoft's products and services and provided many conveniences to LinkedIn users (Sukarmi et al, 2021). For example, the combination of Microsoft Office 365 and the LinkedIn platform has further expanded Microsoft's business.

2). Microsoft's acquisition of LinkedIn can also optimize the profit margin. Microsoft's acquisition activities are seen as a market-based model, which regards the marginal cost of production as 0, regards the price as the profit margin, and aims to reduce costs and increase its revenue (Mike et al., 2023). In other words, Microsoft improves the profitability of its overall business through economies of scale and cost synergy. In addition, Microsoft integrates LinkedIn's advertising and corporate recruitment information, which reduces LinkedIn's operating costs and is conducive to increasing Microsoft's profits.

3). What’s more, the acquisition of LinkedIn by Microsoft also provided returns to Microsoft's shareholders and stakeholders. According to data, after Microsoft acquired LinkedIn in June 2016, its market capitalization fell by 1.46%. However, Microsoft's shareholders benefited from LinkedIn, and LinkedIn's market capitalization increased by 45%. Additionally, one of Microsoft's institutional shareholders, after adding LinkedIn shares to its account, converted its $100 million loss in Microsoft into nearly $300 million in gains (Xia, Fan, 2023). In general, the acquisition of LinkedIn by Microsoft has created rich returns and dividends to Microsoft's shareholders and stakeholders, which indicates that Microsoft's acquisition activities have played a positive role in the company's financial situation and are of great significance to Microsoft's long-term profitability.

[bookmark: _Toc186923294][bookmark: _Toc193992642]Chapter three: Strategic value analysis of Microsoft's acquisition of LinkedIn
Generally, Microsoft's acquisition of LinkedIn is an important event in Microsoft's development strategy. The goal is to help Microsoft achieve its business goals and values through the integration of Microsoft and LinkedIn resources, market expansion, and technology cooperation. This part mainly analyzes whether Microsoft's acquisition activities are successful and their impact from the aspects of scale economy, efficiency improvement, resource complementarity, and supervision framework.

First of all, there is no doubt that Microsoft achieved economies of scale and improved operational efficiency through the acquisition of LinkedIn. After the acquisition, LinkedIn's infrastructure was integrated into Microsoft's cloud computing system, which not only reduced Microsoft's data storage costs but also improved system operational efficiency and the ability to analyze user data. In addition, Microsoft combined its technical advantages with LinkedIn's database, optimized the social recommendation algorithm, and enhanced the user experience.

Moreover, Microsoft ensures that all users of the Windows system install LinkedIn, which is conducive to increasing the user base of LinkedIn and reducing the motivation of users to install other competitors' software (Hutchinson, 2022). This further illustrates that Microsoft uses user networks to enhance its market and brand influence. In addition, LinkedIn also provides Microsoft with the professional information and personal data of its users, which helps Microsoft expand the B2B market.

Resource complementarity and business growth are also the main goals of Microsoft's mergers and acquisitions. For example, LinkedIn Learning is combined with Microsoft's employee training program to provide a complete employee training program for enterprises. At the same time, users can directly view other users' LinkedIn information on Outlook and Teams, which is the embodiment of Microsoft's resource complementarity and business expansion.

In terms of financial returns, as mentioned above, LinkedIn's revenue increased by 37% to $1.46 billion in the second quarter of 2018. Secondly, Microsoft's shareholders also benefited from this, which shows that Microsoft's acquisition activities not only achieve financial growth in the short term, but also contribute to creating more value for shareholders.

However, although Microsoft's acquisition of LinkedIn was successful, it also faced regulatory challenges. For example, Salesforce once opposed Microsoft's acquisition of LinkedIn, fearing that the acquisition would lead to market monopoly and not conducive to creating a healthy competitive environment. Therefore, Microsoft still needs to take corresponding measures in the future to maintain an orderly competitive order.






[bookmark: _Toc185190858][bookmark: _Toc186923302][bookmark: _Toc193992643]Chapter four: Conclusion
Microsoft's acquisition of LinkedIn is a strategic acquisition in the business field in recent years. Its main goal is to achieve resource sharing and technical collaboration through acquisition, so as to achieve Microsoft's long-term development. This report analyzes and discusses Microsoft's acquisition activities based on the framework of synergy theory, resource-based view, market power theory and shareholder value maximization theory. It mainly analyzes the different impacts of Microsoft's acquisition in different aspects, including scale economy, efficiency improvement, market influence, resource complementarity, financial benefits and supervision framework.

From the perspective of synergy, Microsoft has formed a unique competitive advantage by integrating LinkedIn's data and customer resources into cloud computing and enterprise software through acquisition. For example, LinkedIn's customer personal information is integrated into Microsoft Office 365, which improves Microsoft's precision in customer management. Secondly, LinkedIn Learning is combined with Microsoft's enterprise training to meet customers' work and social needs.

From the perspective of market forces and resources, Microsoft's acquisition provided Microsoft with more development opportunities and reduced competition pressure. This is because LinkedIn's large number of corporate recruitment and social services provided Microsoft with a big data advantage, which enabled Microsoft to further expand its market competitiveness and brand influence, so Microsoft's acquisition was also criticized by other competitors.

From the perspective of shareholder returns, Microsoft's acquisition has brought them rich returns. After Microsoft acquired LinkedIn, LinkedIn's turnover increased by 37%, becoming one of Microsoft's main sources of revenue. In addition, some institutional shareholders of Microsoft changed from loss to profit after Microsoft acquired LinkedIn, which is the embodiment of the financial returns of Microsoft's acquisition activities for shareholders.

Overall, Microsoft's acquisition is generally successful, but it still faces criticism from competitors, such as threats to a healthy competitive environment and market regulation conflicts. Microsoft's acquisition of LinkedIn not only enhances Microsoft's market competitiveness, but also helps Microsoft achieve its long-term profit goals.
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