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1. Introduction
[bookmark: OLE_LINK1][bookmark: OLE_LINK2]As an investment-oriented enterprise, Softbank acquired ARM Holdings in the field of Internet of Things with unlimited growth potential in the future, and wants to seize the investment commanding heights (Feng, 2016). Obviously, these two companies were doing different business, and Softbank CEO Son was very interested in the high-tech industry-the Internet of Things industry, and he was known for his venture capital. The Internet of Things is considered to be a dynamic global network that connects things to each other (Lampropoulos, Siakas and Anastasiadis, 2019). When Son bought ARM Holdings in 2016, he has a good sense on the market, he predicted that ARM Holdings would become the center of the Internet of Things revolution (Crichton, 2019). At the beginning of this article introduced the background of Softbank and ARM Holdings, then used Porter's Five Forces Analysis to analyze the reasons for Softbank's acquisition of ARM. Furthermore, it outlined the changes of the two companies after the acquisition respectively, from the organizational culture, market conditions and so on. At the end, it pointed out the possible problems existing in the companies and puts forward some suggestions.
2. Background of SoftBank and ARM Holdings
a) SoftBank
Softbank is a Japanese telecommunications company, founded in 1986, it is one of the world's largest technology companies, mainly providing mobile communications services, selling mobile devices, providing fixed-line telecommunications and Internet services. In recent years, Softbank is spanning the telecommunications industry and promoting the strategy of "surpassing operators" (SoftBank Group, 2019). It is developing rapidly to the Internet of Things and the artificial intelligence market, constantly producing new business models (SoftBank Group, 2019). In 2000, Softbank invested in Alibaba which is China's e-commerce giant. With technology companies looking to take the lead in the Internet of Things, a large number of acquisitions have taken place in the semiconductor sector.

b) ARM Holdings
Arm Holdings located in Cambridge, it is mainly designed for microchips for most smartphones, including Apple and Samsung. ARM was founded in 1990 with more than 3,000 employees. Shares of British technology companies surged 45% at the opening of the London Stock Exchange, adding 7.56 billion to the market value of ARM (BBC NEWS, 2016). ARM Holdings is the largest technology company in the UK, with a 90% market share of mobile computing processors. Because of its asset-streamlined design, but not a manufacturer, it is well suited to use the Internet of Things to meet the upcoming prosperity (Seeking Alpha, 2019). The technology company sold 15 billion chips in 2015, outpacing its rival Intel in its history (Financial Times, 2016).
c) Acquisition Process
In July 2016, Softbank of Japan announced its purchase of Arm Holding in the UK for 24.3 billion, 43% higher than the closing price of Arm Holding at that time, making it became the largest acquisition of technology business in Europe (Massoudi, Fontanella-Khan and Waters, 2016). This deal took place a few weeks after Britain voted to Brexit, which many people believe it would have an impact on UK technology investments. But ARM's customer base is globally and has not been affected by Brexit. Although Softbank paid a 43% premium in 2016, this decision may be reasonable because Arm may become a world leader in many upcoming fields. Son withdraws shares from Alibaba to invest in arm holding, which proves that Son had faith in this should be a huge investment in the next decade (Seeking Alpha, 2019). Meanwhile, SoftBank hopes Arm Holding will help it become one of the next big technology markets to lead the Internet of Things, wanting that chips will provide power for the Internet of Things. Son requires to recover more money than it spends on Arm, which costs $32 billion. SoftBank takes a fancy to the Arm Holding computer chip business, which is very suitable for the development of the Internet of Things. Masayoshi son said that this is one of the most important acquisitions Softbank has ever made, and ARM is expected to become an important part of SoftBank's future development strategy (BBC NEWS, 2016). 
3. Reasons for SoftBank Acquiring ARM Holdings
Acquisition refers to the ownership of an organization by another organization, which usually exerts strategic influence on another organization. According to the resource-based strategic perspective, using the strategic capabilities of the organization to provide competitive advantage or create new opportunities (Johnson, Scholes and Whittington, 2009). With the development of globalization, acquisition has gradually become an important means of the development of some large enterprises. Softbank's decision to acquire ARM in a heavily indebted situation is by no means ordinary. Son has always been interested in AI and the Internet of Things market, but the product or market changes so rapidly, coupled with the impact of the competitive environment, that acquisitions become the only way to successfully enter the market (The Guardian, 2016). An attractive industry should have good profitability potential. Porter's Five Forces Model uses five points to understand the threats and opportunities posed by the industry environment. As an analytical tool, Five Forces Model has been widely used to determine the intensity of competition and profitability level (Aydin, 2017). From the point of view of Softbank, the strategic necessity behind the acquisition is analyzed with Porter's 5 forces.
3.1 Five Force Analysis
The Threat of Entry
The expected growth of the Internet of Things will be a huge opportunity for all people and products used. As a new entrant to the industry, the degree of difficulty will obviously affect the degree of competition (Rothaermel, 2015). The greater the threat to entrants, the more disadvantageous it will be to current industry practitioners. However, the industry that SoftBank wants to enter is a high-tech Internet of Things industry, with high cost and investment, and relatively fixed pattern. Moreover, Arm Holdings has consolidated its market share in the chip industry, and its Internet of Things business is rapidly becoming the most important sector (King and Kahn, 2019). Because ARM technology is very common in the semiconductor field, and the company is also trying to break into high-end computing and become the core of automobile technology. If chipmakers with leading smartphone market design can achieve similar market swings in chips, these chips can also provide power for the Internet of Things (Electronic innovation network, 2017). 
From this point of view, the acquisition of SoftBank saves time to enter a new industry and does not require more time to understand and occupy the market. Secondly, other new entrants do not pose too much threat to SoftBank. ARM sold 15 billion chips in 2015, surpassing rival Intel in its history. This shows that ARM microchip is used in many technologies, there are many fixed customers, new entrants have to keep up with them at a high cost. If new entrants want to reach the same level, the marginal cost will be higher (Semiconductor Business Intelligence, 2018). As Softbank actively seeks opportunities for the Internet of Things, ARM will become the core of Softbank's excellent strategic asset complement and future growth strategy, which is one of the most important investments made by Softbank. Maybe in Son's view, although the $31 billion acquisition of ARM is not expensive, considering the future size of the Internet of Things market and ARM's advanced advantages, this transaction will bring huge returns in the future.

The Threat of Substitutes 
Products that used to consist of mechanical and electronic components have now become complex systems (Porter and Heppelmann, 2014). It is expected that the global Internet of Things market will grow from more than $60 billion to $1.7 trillion by 2020 (Arjun Kharpal, 2016). It's just the competition of data platform and software technology. The Internet of Things is changing all aspects of life, linking systems with the environment, and Internet of Things technology covers interconnected furniture products and factory equipment. For example, many modern TV applications now run services supported by ARM-based processors. At the same time, these Internet of things technologies are also used in TV set-top boxes and remote controls. Moreover, ARM chip design is the core of most smartphones and many tablets. Electronic readers and digital cameras also rely on ARM technology (BBC NEWS, 2016). Moreover, with the rise of 5G networks, the Internet of Things will release higher devices and fully connected systems. Advanced digital devices will enable new applications ranging from energy to transportation to home safety and health care (Brookings, 2019). The scope of the Internet of Things is wide, and the threat of alternatives is small.

The Power of Buyers
From the point of view of SoftBank, ARM is an intellectual property supplier specializing in the design and development of technology chips. The biggest difference between ARM and other semiconductor companies is that it does not manufacture chips and sells chips to end users, but transfers design schemes. So, all the major semiconductor manufacturers in the world buy their ARM microprocessors from ARM company and enter the market according to their different application fields (Financial Times, 2016). 
· ARM chips almost monopolize the market of embedded and mobile terminals. It takes advantage of this win-win partnership to become a global leader in microprocessors. This model also brings benefits to users, because users can use the same ARM core chips from multiple companies as long as they master an ARM core structure and its development tools. So, at present, more than 100 companies have signed technology license agreements with ARM. ARM licenses its technology to many famous semiconductor, software and OEM manufacturers in the world. As its customers, each manufacturer receives a unique set of ARM related technologies and services (Semiconductor Business Intelligence, 2018).
· ARM provides a variety of licensing terms, because these companies have different forms of ARM licensing, so the buyer concentration is not particularly high, bargaining power is not particularly strong. At present, ARM has advanced technology in the market. Buyers cannot easily transfer to another one. Technology is not a commodity with low degree of differentiation. Buyers' transfer cost is relatively high. Some big companies have not yet been able to design microchips for themselves, and they have not yet been able to do so, so their bargaining power is not very high (Financial Times, 2016). 
· ARM's business model is very reliable, and customers think it's fair. With the increasing integration of semiconductor devices, more and more devices include processors. ARM now estimates that 70% of all integrated devices contain processors, which have penetrated one third of the market (SoftBank Group, 2019).
· Many Internet of Things products are very simple and have been successfully integrated into people's daily life. It can realize automation through sensors and intelligent software, and save more time for people. In life, most people now pay more attention to environmental protection. We all know that we should use less electricity, water and other resources. If there are Internet of Things products through tracking and real-time data, the operation of some systems can help reduce consumption, thus realizing resource utilization. 
After Softbank acquired Arm, it could provide more service portfolio for customers. Customer Base expanded a lot. At the same time, ARM got more funds to support, so it could develop products better. Customers' bargaining power is still relatively low. 
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Source: Ian King; Jeremy Kahn (2019)

The Power of Suppliers
As technology providers, cloud service providers, network equipment manufacturers, industrial equipment OEM and telecommunications companies compete for the leading position in the Internet of Things market, the market scale of Internet of Things hardware, software, system integration, data and telecommunications services will continue to expand (Semiconductor Business Intelligence, 2018). Manufacturers at the front end of the market may expand industry quotations, especially equipment manufacturers, who are threatened by competitors in software and analysis, and may be able to offer only low-margin hardware components(The Guardian, 2016). Both hardware and software should be compatible with processors. The acquisition of ARM Holding gives SoftBank the ability to develop processors, market share and standard-setting capabilities, thus gaining an advantage in cooperation with suppliers. In addition, many IOT deployments need to be customized based on industry needs. When vendors study an industry, they will understand the different data sets needed, the sensors for measuring data, and how to process data. Some leading providers in the Internet of Things are now focusing on fewer industries with smaller targets, so that they can provide products that are more suitable for customers' needs, and if there are too many, they cannot build depth. Providers focusing on small-scale industries gather important industry expertise to help them maintain their competitive edge with suppliers.

Competitive Rivalry
Semiconductor chips with low power consumption and high reliability are one of the essential key components in almost all aspects of the Internet of Things (Semiconductor industry, 2019). At present, in the field of the Internet of Things, there are a large number of chip manufacturers, a wide variety of chips and obvious differences in personalization. However, the chip industry is still dominated by international giants such as Qualcomm, TI, ARM and so on (BBC NEWS, 2016). Because the start time of the Internet of Things is not very long, application software development is mainly concentrated in the areas of vehicle networking, smart home, terminal security and so on.
Arm, as an enterprise authorizing IP chips, provides technical support on sensor side, mobile phone side and super-high-performance calculator. In the field of Internet of Things, Arm's chip technology mainly focuses on computing power, security, compatibility with a variety of communication protocols and services based on application scenarios for collected data (Arjun Kharpal, 2016). Moreover, with the help of the design that dominates the smartphone market, ARM can achieve the same market influence in the Internet of Things chip market. With the acquisition of ARM by Softbank, the company will have more capital injection and strong backing to innovate better products.
Although Arm Holding has many powerful competitors and their rivals are becoming stronger, it is still difficult to shake its position in the market and industry. Intel is ARM's main competitor because it is based on processors of different systems. However, ARM is more efficient than Intel, which prevents its development, other small companies are doing it, but it's not as effective (BBC NEWS, 2016). Although these companies also have some customer groups, compared with Arm Holding, they have a small market share, and even Intel can only compete for a small part of ARM's business. However, the industry life cycle affects the growth rate of the industry, and the growth of the whole chip industry is slow, which will affect the competitive situation. In recent years, ARM Holdings has focused on the Internet of Things industry, but the market of Internet of Things equipment is not taking off as fast as many people expected. ARM faces competition from more mature technology and industry companies such as Amazon and Siemens(Crichton, 2019). Some people think that the Internet of Things has changed everything, but still do not be blindly optimistic, competition rules and competitive advantages, like the world of intelligent, interconnected products, require enterprises to understand these rules more than ever (Porter and Heppelmann, 2014).

Through the above five points of analysis, we can see that this is a market with great potential for development, but the future competitiveness is still quite large. In this competitive environment, Softbank wants to continue to lead ARM Holdings in the market or to a large extent depends on their strategy. The next section will analyze the specific changes Softbank has made after acquiring ARM Holdings.
4. Change After Acquisition
Although the acquisition of ARM Holding has exacerbated Softbank's debt crisis, with net liabilities approaching $60 billion, Son may continue to sell other assets to ease debt pressures in the future (BBC NEWS, 2016). However, the benefits of the strategic decision to acquire ARM Holdings will be long-term. Because the relationship between the organization and the environment is fundamental, long-term decisions, especially in terms of products or services and markets (Cole.G.A, 2004), after acquisition, both companies have changed in all aspects, SoftBank investing for long term growth.

4.1 Softbank
In 2017, many technology companies in SoftBank Group increased their collaboration with ARM Holdings. For example, Sprint announced that it was working with Cavium to develop new network technologies. Because the continuous search for opportunities for cooperation with Arm will enhance the value of the whole group. Especially in some new high-tech fields, such as artificial intelligence, energy-saving servers, Internet of Things, etc.(SoftBank Group, 2019). In addition, after the acquisition of ARM, Softbank's performance has been rising. In the 2008 earnings report, Softbank surpassed expectations to achieve revenue growth throughout the year. Among them, sales increased 5% year on year to 374.63 billion-yen, operating profit increased 13% year on year to 719.5 billion yen, all of which reached an all-time high. Moreover, the increase in cumulative subscriptions to smartphones is a major factor in the growth of performance, reaching 22.28 million, up 10% from the same period last year (Chen Shaojun, 2019). Softbank also said it would combine AI, robotics and Internet of Things technology with 5G to develop solutions for public and local governments in the future.
4.2 ARM Holding
Number of employees
After being acquired by Softbank, ARM added about 2,000 employees. It has 6,000 employees (Field Matthew, 2018). Because R&D needs to increase investment, according to the statistics of 2017, the number of technicians has increased by 25% (Electronic innovation network, 2017). In the fiscal year of 2018, the number of employees has increased by more than 1,000 people, more than 80% of whom are R&D engineers (SoftBank Group, 2019). This phenomenon shows that the company is increasing technicians and related employees every year. ARM is planning for the long-term development of its advanced technology. At the same time, ARM is committed to enabling employees to innovate and push the company's technology to more fields. However, the most important investment of ARM is human cost, and the iteration of R&D innovation products requires a large amount of continuous investment. Last year, the increase of R&D investment of ARM accounted for 65% of all new operating costs. After the acquisition of ARM by Softbank, it relied on Softbank to cancel its subsequent large R&D investment (Feng, 2016). 

New areas
Enterprises must have the ability to innovate in order to resist the competition of competitors. A successful strategy requires effective attack and defense that is difficult to break through (Rothaermel, 2015). Although the smartphone market is slowing down, Arm has doubled its existing product line, and SoftBank has helped it explore other areas where it can use expertise, such as 5G and the Internet of Things and Auto Driving (Crichton, 2019).
· Under the leadership of Masayoshi Son, the chief executive of ARM started investing wildly in order to open up high-end computing and become the core of automobile technology. In August 2018, ARM bought Treasure Data Inc. (King and Kahn, 2019). A US-based data analysis startup, for $600 million. The acquisition of Treasure Data by ARM means the formal layout of the Internet of Things. The move follows Arm's acquisition of Stream, and the combination of Treasure Data and other Arm cloud services completes what is now known as the Arm Pelion IoT platform (Vizard Michael, 2018). The introduction of this new technology has helped manufacturers manage their networking equipment and the data generated by these devices.
· In 2017, ARM has sold 21 billion ARM chips, and the total number of chips shipped now exceeds 120 billion. In addition, contracts have been signed with a number of technology companies (SoftBank Group, 2019). 
· With the rapid development of the Internet of Things, ARM chips already have more than 100 billion devices, which is expected to grow. Future technologies will also be used in higher-end 5G, higher-level WINDOWS systems and automotive technology (SoftBank Group, 2019).
Son also said long-term plans need to be considered to ensure future concerns and make ARM the core of UAVs. Although the Internet of Things industry is a new market for both Softbank and ARM, ARM should benefit from its deep understanding of chip physical design (Semiconductor industry, 2019). So far, the advanced technology of ARM has been applied to many different fields and devices. In the future, these technologies will continue to increase the market share of ARM in the chip market. (SoftBank Group, 2019), as shown in Figure 2.
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Figure 2: Source :SoftBank Group (2019)

[bookmark: OLE_LINK3][bookmark: OLE_LINK4]Organizational Culture
When Softbank first acquired ARM, it said it would retain the ARM organization, including the existing senior management team, brand and culture. Moreover, Softbank does not interfere with arm's business and allows it to develop freely. Softbank only cares about long-term strategy and provides the company with the resources it needs to grow(Crichton, 2019). After the acquisition, Softbank did, and provided a lot of financial help to ARM.
The brand name of ARM originates from Acron Risc Machine. Its three main product lines, Cortex-A, Cortex-R and Cortex-M, also correspond to the brand name of ARM, which corresponds to different computing needs (arm Community, 2015). ARM replaced LEGO shortly after it was acquired by Softbank, a move that may allow more people to identify the organization and to be close to the product of ARM to promote the image of everything connected (Brown Eric, 2017). With the advent of 5G era, interconnection of all things will become the trend of development. ARM wants to play an important role in this trend, providing chips with lower power consumption, higher performance and secure connection, and promoting the rapid popularization and development of the Internet of Things. 

Challenge: 
· Although ARM has turned to the Internet of Things industry, the interconnection of the Internet of Things is not so fast, and these connected devices have huge management troubles. If they are to become safe, they need to update the software and maintain the connection, which is technically complex and expensive. Moreover, ARM has not accumulated sufficiently in the field of Internet of Things service, which is far from reality.
· By the end of 2018, large technology companies and the chip industry had become less popular. New industries such as driverless cars are slower than expected, and old problems such as excessive inventory are likely to recur, which have begun to put pressure on the semiconductor industry (King and Kahn, 2019)
· ARM's current revenue comes from technology developed years ago, and its current cost comes from investment in technology that will drive future revenue growth. So, ARM chooses to increase investment, which will bring lower profits in the short term, and bring pressure to SoftBank (SoftBank Group, 2019) whether it will grow in the future is still unknown.
· ARM's current recruitment activities have led to rising costs and flooded profits. In the latest quarter, the cost was 327 million pounds, an increase of 33% over the same period last year. Earnings on some commodities were only 18 million pounds, about a quarter of what they were a year ago (King and Kahn, 2019) .

[bookmark: OLE_LINK5][bookmark: OLE_LINK6]Suggestion
· In the industry of the Internet of Things, it may take many years to design new processors and a lot of professional and technical staff. Although progress is slow, ARM still has a lot to learn. Organizations need to strengthen organizational learning and enhance their competitive advantages in the industry.
· Former executives of ARM say it has been difficult for the company to attract many software manufacturers to join its networking platform. For example, it does not provide developers with enough tools to help applications run faster on platforms like Pelion (Semiconductor industry, 2019). as other large software companies do. That's because ARM has only been involved in the Internet of Things for a short time, and the ecosystem is not perfect enough. A good ecosystem will help enterprises compete more effectively. Decision makers need to standardize business systems and use information systems to make their strategies (Sako, 2018).
5. Conclusion
The Internet of Things is developing rapidly, and gradually affecting people's lives. In the near future, the Internet of Things services and machines, such as health care, transportation, housing, recycling and so on, will surely be encountered in other fields or markets. Softbank itself is the telecommunications industry, and is currently the major shareholder of Sprint, the US Telecom operator. After acquiring ARM, it is moving into the Internet of Things industry. They are preparing for 5G technology, which will promote the development of the Internet of Things. It will connect everything to the Internet.
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