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INTRODUCTION

Strategic changes in organizations occur when a company is facing downfall in the marketplace, in such circumstances it is necessary for the company to change their business strategies to balance their position in the marketplace. The strategic change not only includes change of business plan, strategies, organization structure, mission or vision of the company but it also includes acquisition. This report discusses the acquisition of ARM Holdings (a successful company high technology company of British) done by Softbank between the time period of June and September 2016 (Thomas and Bhattacharya, 2019). This report enlightens the motives and reasons of Softbank behind this acquisition and the benefits received by both ARM Holdings and Softbank. The changes occurred in both the companies and the performance of both companies after acquisition is also highlighted in this report. The process of acquisition involves the purchasing of company or almost all of its shares from the market place in lower prices because of the downfall faced by the company or to increase the potential of the company and further changing the business strategies of the company to make it run with a different mission and vision. Acquisition is considered as a friendly change done by companies whereas takeover is considered as hostile and merger is the change which takes companies to a different platform to perform (Bosancic, 2016). 
SOFTBANK

Softbank Group Corp. is a multinational Japanese company of conglomerate holding whose headquarter is situated in Tokyo. The company have and own stakes of many multinational companies in which Softbank Vision Fund, Boston Dynamics, Fortress Investment Group, Alibaba, Arm Holdings and many other companies are included. Softbank is also a part of and runs Vision Fund which is known as the world’s largest capital fund technology focused. Softbank was founded by Masayoshi Son and is well known because of its leadership and business strategies. Many operations are owned by Softbank in which broadband, e-commerce, technology services, fixed-line telecommunications, finance, internet, semiconductor design, marketing and media and many other operations are included (Nicholas et al., 2018). Softbank is considered as the 2nd largest company in Japan for publicity trading one step behind Toyota and it is considered as the 36th largest public company in the world in the Forbes Global 2000. In 2016 June, when Nikesh Arora the president of Softbank stepped down from his position the company was handled by it’s the partner founders of the company for the dealing of overseas investments of Arora. Furthermore, after a month the biggest deal of Softbank was announced by Son about purchasing the chip designer of British ARM Holdings which was worth around US$32 billion or above. The acquisition occurred in ARM Holdings by Softbank was completed by the date of 5th September 2016 (Saito, 2017). 
According to Kodama (2017), after the acquisition of ARM Holdings, Softbank held meeting with the elected president of US, Donald Trump and announced that the company will be responsible to invest US$50 billion towards the businesses of United States which will be helpful for the country to create around 50,000 US jobs for the citizens. Apart from ARM Holdings, Softbank have acquired many other companies in which Vodafone is one of the famous company. In 2006 March 17, the Vodafone company announced that the company have agreed with Softbank to sell their holdings which were worth 1.75 trillion in Japanese Yen and worth US$15.1 billion. Furthermore, both the companies in 2006 April 14th announced that the new name for the rebranded company in Japan will be named as “Softbank Mobile Corp.”. In 2008 June 4th, the partnership between Softbank and Apple was announced which led both the companies towards the purchasing of iPhone 3G in Japan later that year. Softbank was the only company to sell iPhone officially in Japan until the latest iPhone 4S was released. The business strategy of Softbank is that their mission is to operate their company in the fast-changing industry of information and telecommunications. The vision of Softbank is to provide their people with devices that allow them to access the broadband technology from wherever they want and whenever they want (Kodama, 2019). 
ARM HOLDINGS

ARM Holdings, one of the acquired company of Softbank and Vision Funds is a multinational company of British of software designs and semiconductors. The headquarters of the company are situated in Cambridge Shire, United Kingdom. The primary business of ARM Holdings is in the processors (CPUs) of ARM, also software development tools are also designed by the company under the DS-5, Kiel and Real View brands. Furthermore, ARM being a holdings company consists of shares of other companies as well. The company is considered as a dominant in the marketplace which is well known for processors of Mobile phone whether they are smart phones or others (Chenglei and Han, 2018). In 2016 July 18th, an offer was made by a Japanese telecommunication company regarding the approval of shareholders of ARM, Softbank valued ARM at £23.4 Billion (US$32 billion), which was accepted by the ARM Holdings. The transaction between the companies was further completed on September 5th, 2016. The company ARM Holdings creates their technology and licenses it as only intellectual property unlike other companies who creates and sells their physical CPUs, microcontrollers, SOCs and GPUs (Massoudi and Fontanella-Khan, 2016)).
ARM Holdings has its design centers and offices all around the world in which countries like United Kingdom, United states, Canada, India, Denmark, Finland, France, Germany, Ireland, Japan, China and many other countries are included. The feature characteristic of the processors of ARM is the low consumption of electric power which is the reason they are quite suitable for portable devices. Furthermore, there are many personal digital assistants and mobile phones of companies who uses CPUs of ARM in their devices which makes the company as mostly used ones 32-bit microprocessor family around the globe. The processors of ARM are used in almost every mobile phone as its main CPU in which companies such as Samsung, HTC, Sony Ericsson, Apple and Nokia are included. Also, many handhelds and PDAs such as Apple iPad and iPod, Nintendo DS, 3DS, Gameboy Advance, PlayStation Vita and many different applications such as digital cameras, GPS Navigation devices, Network devices and digital televisions. The WLAN processor used by Sony in their PlayStation Portable is also an older ARM9. Different systems as smartphones or iPhones, often contain many chips which are from different providers and that also includes one or more than one licensed ARM cores, as an addition to the ones in main ARM- based processors. The core designs provided by ARM are further embraced in chips that are used to support many different and common networks regarding smartphone technologies such as broadband, Bluetooth and Wi-Fi (Ganchev et al., 2016). 
ACQUISITION (SOFTBANK)

According to Higginbotham (2018), the CEO of Softbank, Masayoshi Son has stated in his statement that how much he appreciates the value of ARM Holdings and that he considers that ARM will be a perfect strategic fit if it is merged within Softbank group because he prefer to invest in such companies where he is able to capture the opportunities that can be beneficial for him as well as other people. Masayoshi further stated that he believes the acquisition of ARM Holdings is the most important acquisition that is ever done by him. In 2016, the whole world of technology was surprised by the offer made by Softbank to acquire the famous ARM Holdings, the British chip designer and valued the company for about US$32 billion which is considered as the biggest purchase in the company of European technology. The purchase of ARM Holdings by Softbank is considered was considered as the latest acquisition in the past years of Softbank which also includes the acquisition of Sprint US$20 billion and Vodafone Japanese division worth US$15 billion. The company ARM which is well known for its designing chips and the licenses they provide to the companies such as Samsung, Nokia and Apple. There were different reasons and motives of Softbank in acquiring ARM Holdings in which one is the use of ARM Holdings to strengthen the plan of “Internet of Things”. The acquisition of ARM by Softbank is clearly an investment which is long-term and will most likely the investment which will pay off for the company in the upcoming future (Update, 2018). 
REASONS OF ACQUISITION
Considering the thought and background of the acquisition process, there are different reasons why Softbank considered of acquiring ARM Holdings in the first place. Softbank Group believed that ARM Holdings is the company which is ranked as the leading company in the world of technologies along with its strong capabilities in the “internet of Things” as well as proven innovation track record. The case of ARM and its background as well as history was clearly evaluated by Softbank group which supported the consideration of acquisition and supported the transaction solidly. The reason why Softbank invested in ARM in the first place was to support the management team of ARM, accelerate the company’s strategy and provide the company with opportunity to realize its full potential that what can be achieved and is possible to achieve as a listed company publicly. Furthermore, it was proposed that ARM Holdings will be remained as a company with independent business but within Softbank and headquarter of the company will be continued in Cambridge, United Kingdom (Myint et al., 2019). 
According to Lee and Park (2018), the CEO of Softbank stated that he has admired the company ARM from a long time which is known as the world’s well-known and respectable company of technology. Masayoshi believed that if the ARM Holdings will be merged and worked within Softbank that the opportunity to strengthen the plan of Internet of Things can be successful in the future. Furthermore, the reason of Softbank to invest in ARM was to strengthen the commitment to UK and increase the competitive advantage which is provided by the ocean of talent of science and technology in Cambridge. The other reason to acquire ARM was to further expand the company and increase the number of employees within five years as compared to the number of employees that are employed by ARM. It was stated by Masayoshi Son that he believes that the acquisition of ARM is the most important acquisition that he has ever made in his investment history as well as the reason to invest in ARM was that he expects ARM to be access of Softbank towards growth and profitability (Lee and Park, 2018). 
MOTIVE OF ACQUISITION
The motive of Masayoshi Son in acquisition of ARM was to support and strengthen the position of ARM making it global leader in IP licensing and outsourcing of R&D companies of semiconductor. Softbank Group motive was to use the global network and expertise of the company of relationships in order to enhance the ARM’s adoption in IP across the world in new and existing markets. Furthermore, Softbank motive to acquire ARM was to maintain the dedication of ARM to innovation and plan to endure the long-term focus of ARM on generating further value to every device. It was the motive of Masayoshi to enhance the investments for innovation in the company and to support ARM and its multiple growth creativities by considering and investing in the area of engineering talent. Furthermore, the motive behind acquisition of ARM was to maintain the R&D edge of ARM over the competitors who are emerging or existing, also the investment to ARM was a strategy by Softbank which will remain long-term and will grow with time to bring profit and success to the company (Alina, 2018). 
A different and long-term vision along with shared culture was one of the motives of Softbank to acquire ARM. It was believed by the company that with the merger of these two companies the culture of same technology-oriented will be shared among both the companies, innovation will be focused, vision of the company will be long-termed and development and retaining of talent will be focused. Similarly, it was the motive of Softbank to grow and maintain the leadership of UK in the area of science and technology by acquiring ARM. Softbank considered UK to be the leader of science and technology around the world regarding tis development and innovation in technology (Myznikava, 2017). The acquisition of ARM by Softbank was the aim of Softbank to help the company to grow further and provide people with innovative devices of technology which can further help the company to enhance their reputation as well as their number of employees. It was measured by Masayoshi Son that if the cards will be played right buy Softbank after acquiring ARM and the Internet of things will be successful and exploded as it is predicted than the acquisition of ARM will be worthy and the company will considered even more important than before (Myznikava, 2017). 
ACQUISITION TERMS
Along with the reasons and motives behind this acquisition there were terms of acquisition which were discussed between both the companies before acquisition and were agreed by both the companies during acquisition. When the offer proposed by Softbank was considered and approved by ARM the matter was further taken towards the approval of shareholders of ARM and the English court. The terms of acquisition were considered to be reasonable and fair so that both the companies have equal right to propose their terms of acquisition. Furthermore, it was confirmed by the directors of ARM Holdings that the shareholders of ARM are in favor and recommend the acquisition process (Thomas and Bhattacharya, 2019). The terms of acquisition were that, each shareholder of the ARM Holdings Company will be receive 1700 pence or £17 in cash per ARM share. Both the companies ARM and Softbank group decided to implement the acquisition process with the help of Arrangement Scheme that is pursuant to English Law. With this arrangement the acquisition of the company will be effective after the approval of shareholders of ARM and the English court. Furthermore, it was decided by Softbank that the business model of ARM will be same as before as well as the organizational structure of the company along with senior management. The company will not be changed but only expanded in other areas rather than in mobiles (Update, 2018). 
CHANGE AFTER ACQUISITION

After acquisition of companies by other company many changes are faced by both the companies, whether it is a takeover or merger of companies. The changes occurred after accusation contains change of mission and vision, change of business strategies, employee positions, organizational structure and name of the company (Singh, 2018). In case of ARM acquisition by Softbank, it was cleared in the terms of acquisition and was accepted by both the companies that the organizational structure of the company will not be changed along with its business strategy. The changes occurred in both the companies include change in vision and mission of the company, enhancement in number of employees and development of company in the field of science and technology. 
MISSION AND VISION
The vision of ARM before and after acquisition was to provide their people with the latest technology and make the use of technology easier for their users, the mission of ARM is to enhance their company in the field of science and technology and innovate latest devices for the benefit of their people. However, Softbank have changed their vision and mission for ARM as Masayoshi Son’s reason to purchase ARM was to show ARM its true value and full potential that what the company is able to achieve in the future rather than just to focus on mobiles and designing of chips. Softbank mission is to enhance ARM and develop it in the field of science and technology and make it the leader around globe for IP licenses and manufacturing of Devices. The mission of Softbank and ARM after acquisition was to take this acquisition to long-term and achieve benefit from this investment that is to develop creativity and innovativeness in the company and enhance the engineering talent within the company for future success. Softbank preserved the culture of ARM, its DNA and brand for its own benefit and retrain a successful partnership pan for both the companies (Pallegar 2018). They shared the same vision in both the companies in invested in growing and building UK science and technology which will help the company to connect better with the world and perform smartly. 
EMPLOYEES
After acquisition ARM Holdings was capable to hired 1000 staff which was because of the continuous investment by Softbank in the microchip company which increased the sale of ARM to £24 billion. After the acquisition Softbank remained loyal to their words regarding the expansion of number of employees in ARM which the company invested and added around 2000 employees to the company within two years after acquisition. The number of employees according Softbank was increased from 2173 to 2534 in which 77 of them were technical employees. Furthermore, ARM increased sustainability to its staff who are overseas and increased the number of employees from 2845 to 3540. This indicates that after the acquisition the number of employees of ARM have reached around 6000 employees all around the world (Update, 2018). 
DEVELOPMENT OF COMPANY

The acquisition of ARM was proved to be beneficial in the development of both the companies Softbank and ARM. Softbank confirmed in the past years that a joint venture was about to launch with the investors of China which will create a separate and new business namely ARM China. The business started with china was about to control 20pc of revenue of ARM but the deal between the companies was worth $1.5 billion. This deal was an opportunity for China to enhance their microprocessor industry at the time where the tariffs of US and a trade war is the biggest threat for them to burgeon their tech sector. The deal of ARM and China was the reason to increase the number of employees to their new venture to around 300 staff members (Cooke, 2018). With the encouragement of Softbank, the company ARM has started to bulk up the service division of IOT. The company have almost spent around $600 million for the US data-based analytics the startup of Treasure Data Inc. which is considered as the largest deal of ARM in the past 14 years. Furthermore, another target of ARM was the Stream Technologies which is Glasgow based company which is helpful to improve the connectivity of ARM to Internet of Things Devices (Update, 2018). 
POST-ACQUISITION PERFORMANCE
(USING KPI MODEL)
The performance of ARM Holdings after acquisition are quite impressive. With the help of KPI model the performance of ARM holdings after acquisition is monitored and measured. A key performance indicator (KPI) is the one which is helpful for companies to measure the revenue of the company, net profit and sales and investments of the company. It helps a company to focus and measure the growth of it in the past years and to indicate that whether the company is going towards success or downfall after acquisition. The KPI model is used in this report to measure and monitor the performance of ARM Holdings after its acquisition that whether the acquisition turned out to be beneficial for the company or not. 
REVENUE

The revenue of a company is the main focus that whether the acquisition is beneficial or not. In case of ARM Holdings, the revenue of the company after acquisition are mentioned below in the form of chart. 
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Calendar quarters Q2 Q3 Q4 Q1 Q2 Q3

SoftBank financial calendar 2017 2017 2017 2017 2018 2018

SoftBank financial quarters Q1 Q2 Q3 Q4 Q1 Q2

Revenue ($m)

Technology Licensing 149            123            190               156               85 124           

Technology Royalty* 250            271            297               269               261 285           

Software and Services 29               28               33                 36                 35 47              

Total Revenue ($m) 428            422            520               461               381 456           

* Technology Royalty prior to the acquisition has been restated to be consistent with the new accounting policy 

   (see SoftBank Group Corp.'s latest financial report for details).


FIGURE 1: Shows the revenue of ARM of year (2017-2018) with the help of KPI. 
The above figure shows the revenue of ARM after it was acquired by Softbank. It shows that with the passing year the revenue of the company is increasing in every area. It is then believed that the acquisition of ARM has affected the performance of the company in a positive manner which in result have increased the revenue of the company (Update, 2018). 
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FY FY FY

Revenue ($m)

Technology Licensing 602             601            618           

Technology Royalty 833             974            1,087        

Software and Services 124             114            126           

Total Revenue ($m) 1,559         1,689         1,831        


FIGURE 2: Shows the revenue of Softbank before and after Acquiring ARM. 

The acquisition of ARM not only effected the company itself but also affected the revenue of Softbank. As seen in the figure 2 above it is clearly showed that the acquisition of ARM turned out to be beneficial for both the companies as it increased the revenue of both companies (Alina, 2018). 
SOFTWARE AND SERVICES
With the help of investment of Softbank, the company ARM is able to supply their services and products which are helpful in ringing the partners of the company who are ARM-based towards the market which includes developer boards, Kiel tools, training, customer support and Saas business. With the help of Softbank, the company have increased the development of it software and services which also includes ARM being the center of Internet of Things revolution. Softbank not only enhanced the services and software of ARM but also enhanced the company itself by making deal with China to develop the business namely ARM China. It also enhanced the competitive advantage of ARM in the marketplace by increasing the technology level and product manufacturing of ARM. At this present day after the acquisition ARM is the only company who designs power for0020for around 95% smartphones of the world, 80% of the world’s digital cameras and 15% of the other network devices present in the world. This acquisition made Softbank the pioneer of the arena that Masayoshi Son always dreamed of which is Internet of Things that he wanted to introduce to the world to shift the human history for a good future (Higginbotham, 2018). 
PROFITS AND INVESTMENTS
The primary business of ARM continued to be successful and profitable for the company after acquisition as well. The main reason of ARM to accept the offer of Softbank was to increase their investment for the development of software and services which can lead towards further profit for both the companies. The acquisition of ARM accelerated the market shares of the company also increased the profits of the company on a faster rate (Update, 2018). 
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SoftBank financial calendar 2015 2015 2015 2015 2016 2016 2016 2016 2017 2017 2017 2017 2018 2018

SoftBank financial quarters Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2

Adjusted EBITDA

Cost of Sales (£m) 8                 9                 9                 9                 10              10              12              13              18              21              21              23              24              27             

R&D Expenditure (£m) * 50              54              59              66              65              88              92              104            134            130            154            116            145            167           

SG&A Expenditure (£m) * 51              54              54              55              52              76              72              73              95              95              122            114            111            133           

Costs ** 109            117            122            130            127            174            176            190            247            246            297            253            280            327           

Adjusted EBITDA (£m) 138            138            156            131            165            90              216            133            82              1,771        1,720        1,765        1,738        18             

*   Excluding depreciation and amortisation, foreign exchange adjustments, share-based payments and one-off acquisition costs

** Before the acquisition, the long-term incentive scheme was share-based and is included below in "Other operating expenses" 

     Post-acquisition, the long-term incentive scheme is cash-based and is included above in R&D and SG&A costs.


FIGURE 3: Shows the profits and investments of ARM after acquisition. 

The above figure shows the profit and investments of ARM Holdings after its acquisition. The increase in investment have led the company towards increase in profit. 
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FY FY FY

Adjusted EBITDA

Cost of Sales (£m) 35 45 83

R&D Expenditure (£m) 229 349 534

SG&A Expenditure (£m) 214 273 426

Costs (£m) 478 667 1,043

Adjusted EBITDA (£m) 563 604 325


FIGURE 4: Shows the profit and investment of Softbank before and after acquisition. 

In the above figure it is shown that the acquisition process of ARM has affected Softbank on a high scale which have resulted in enhancement of the profits of the company as well as its investments. The investments made by Softbank in ARM have taken the company towards the IOT market where ARM have already gained the IOT market shares of about 26% and is further expected to increase the market shares to 50% till the year 2020 (Thomas and Bhattacharya, 2019). 

CONCLUSION
Concluding the report, it is clear that Masayoshi Son aimed to purchase ARM Holdings to take the company to a better position than it was before by changing the company to a smartphone or smartphone ship manufacturer rather then it only be chip designer. The motive of Softbank to acquire ARM was to not overlap both the companies but making sure the structure and strategies of ARM remain the same instead the company must have a better and huge vision and mission to follow alongside a good number of employees. The main aim of Masayoshi to invest heavily in ARM was to make sure to introduce Internet of Things arena to the world by enhancing the designs of ARM and taking to company to a better level where they can focus on the devices of IOT. ARM in the past did not have any intentions on selling the company but the huge and attractive amount of money offered by Softbank and the fact that there will be no significant changes to the company, its structure and its strategies made ARM to accept the proposal offered by Softbank. It was the objective of Softbank that they considered ARM to be the key pillar which will help in the growth strategy of Softbank to go forward (Zhang, 2018). 
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