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                             Change Management assignment part 1 
This assignment will discuss in details Softbank and ARM Holding PLC. It will evaluate the reasons as well as the motives why Softbank has acquired ARM Holding PLC and assess the implications of change in both Softbank and ARM which includes changes in culture, in strategy, in organization structure, and other basic changes that will be helpful to understand this assignment. Finally, the way ARM and Softbank has been fairing after the acquisition will be taking into account 
Before proceeding, in details, it will be necessary to briefly explain what these two firms ARM Softbank manufacture or produce. 
ARM Holding PLC was  formally a British renowned and highly respected technology firm that is into designing high, low-cost, power efficient RISC microprocessors, physical intellectual property (IP) and related technology and software as well as sells development tools to enhance the performance of high volume embedded applications and related technology (ARM, 2016).  ARM Holdings was founded in November 1990 by Mr. Hauser Hermann and other co-founders, with more than 3000 workforce and 29 office locations in 14 countries with headquarters in Cambridge United Kingdom (ARM, 2016). ARM Holdings products also entails specific functions, such as video and graphics IP and on Chips fabric IP; embedded software that helps in the development devices, as well as embedded memory, standard cell, input/output components and several other others (ARM, 2016). The business model of ARM Holding PLC relies on licencing its technology to other hardware makers including Apple and Samsung electronics, giving it a near pervasive or universal presence in mobile devices. It receives a small royalty for each device (Daniel, and Metcalf, 2001). 
In the year 2016 Softbank acquired ARM Holding PLC because they wanted to expand their customer base (Softbank, 2019).  Softbank was very strategic in acquiring ARM Holdings, owning to the fact that ARM Holdings is profitable, and the acquisition with Softbank would not bring any synergies in respect of product offerings, technology or competition. For example, in this situation, a telecommunication company is not acquiring a smartphone producer or a smartphone chip producer, instead, a chip designer (Softbank, 2019). Therefore, this shows no sign of overlapping between the two firms, which has removed the chance of cost synergies from the acquisition and makes this a conglomerate merger with cross-selling opportunities. ARM Holdings has enough cash reserves to meet its long-term capital needs (Softbank, 2019). ARM Holdings had no intention to be acquired by Softbank, but the reason why ARM accepted the offer was because Softbank made an attracted offer while, giving ARM assurance that the acquisition will affect any significant changes in ARM functionality. Rather, it will bring more money to ARM Holding as well as doubling UK employees (Softbank, 2019).  
Some people say that that the acquisition of Softbank to ARM is really timely ideal both politically and financially. Because, the decision to acquire ARM few days after British had decided to leave European Union (Brexit). Pound has falling ever since the vote to leave had taken place. (Softbank, 2019). Therefore, the fall in pounds has made the acquisition of ARM Holdings cheaper by $ 4 billion for Softbank. Nevertheless, the CEO of Softbank as argued, saying that ARM’s shares had risen on hearing about brexit more than offsetting any discount from the weak pound. When considering this in a normal political setting, the acquisition of UK’s technological company by China an oversea buyer, should have gone through political scrutiny (Softbank, 2019). 
However, the acquisition of ARM was acceptable by UK because of Brexit on the grounds that the deal shows the confidence that overseas buyers have in the economy of UK (Softbank, 2019). 
Whereas, Softbank is a Japanese telecommunication manufacturer with its headquarter in Tokyo, Japan. It started in 1981. Softbank was founded as telecommunication, but currently the firm is into a number of different areas such as e-commerce, finance, broadband, marketing, and more (Softbank, 2019). Softbank has a portfolio such as Softbank BB, GungHo Online Entertainment, IDC Frontier, and more. Recently, it has gone into acquisition of companies and initiating investments in many others. For example, in 2016, Softbank acquired UK- based chip manufacturer ARM Holdings, with a view to benefiting from Internet Things (Softbank, 2016). The first company Softbank acquired was Boston Dynamics, the developer of the iconic Big Dog robot, and then acquired Schaft, a less well-known robotics outfit. Masayoshi Son is a Japanese billionaire businessman. He is the chairman and chief executive officer of Softbank (Softbank, 2019).
Before discussing Softbank’s reasons for acquiring ARM holding it will be Ideal to define what acquisition means for better understanding of the concept 
 What is Acquisition?  
Acquisition is when a company buys another company in order to have control of that firm being purchased. Acquisition is considered to be a very good strategy for the growth and development of companies (Snow, 2018). 
Reasons for Softbank to Acquire ARM
According to Triantis, (1999). There are many reasons why companies move for acquisition. Sometimes it could be that a company is considering to expand its market sector, or a company is looking to expand outside of its normal business operations for future growth and expansion. But, Ellis, (2019), acclaimed that the most common reason why companies acquire other companies, is for potential growth of the company, thereby, increasing the share of the company rapidly, and reducing competitors capacity, and making things go smoothly. So, if a company wants to expand, one of the ways to facilitate that plan is through acquisition. When a company acquires another firm, it gives the company the opportunity to grow its market (Triantis, 1999). 
Therefore, this growth strategy through acquisition was one of the things that Softbank wanted to explore that led to ARM acquisition (Softbank, 2019). In 2016 and 2017, Softbank decided to expand their customer base of the telecommunications business, which they believed would help them to go beyond carrier strategy as well as sustain growth by increasing their market share, as well as broaden their target audience by tapping into existing  market that the ARM Holdings has already attracted (Softbank, 2019). Through this strategy, Softbank has entered into new market and product line instantly with a brand that is already known or recognise with good reputation and existing client base (Softbank 2019). In addition, through acquisition strategy, market entry cost was and the development of new product as well as time required to construct a large clients base all averted. Acquisition is a faster, less expensive, and a much less risk proposition than the traditional methods of growth achieved through expanded market and sales efforts. Expansion of customer base through acquisition would help Softbank to gain resources and competencies currently not held, which can offer numerous benefits ranging from immediate increases in revenues to improving long term financial, to making it easier to raise capital for other growth strategies. Acquisition is one of the best methods of growing a business, through the power of synergies that a carefully and successfully orchestrated acquisition should yield (Daniel, and Metcalf, 2001). 
Furthermore, another reason behind the acquisition of Softbank to ARM was because Softbank wanted to embrace Innovative economy and stay competitive in the global market (Holbeche, 2016), Softbank believed that this deal or arrangement will increase their growth to position Softbank as a leader in the Internet of Things.  ARM Holdings to be at the center of the Internet of things (IoT) revolution, which would bring a paradigm shift in human history (Holbeche 2016). ARM Holding does not develop chips but designs the basic engines fixed in chips, an area that has very massive potential in every space that is internet connected. Although, the connection between Internet of Things and telecommunications is not clear presently, but Softbank had already seen the future (Holbeche, 2016). ARM Holdings being considered as one of the companies that is leading in designing microprocessors that power more than 95% of smartphones of the world, wanted to improve its Internet of Things (IoT) portfolio.  So, if the strategy works well, then everything that is joined together may not have Intel inside but will surely have ARM’s design, so this is what Softbank had seen or considered (Holbeche, 2016). The company has now got its hands on a technology that will make it easy to venture into any Internet-based space. Softbank believed that ARM Holding has capacity to contribute significantly to the development of chips that will power these new technologies. Therefore, acquiring ARM Holding in 2016, would be very crucial to their ambition to be at the centre of connecting the world’s devices and profiting from them (Holbeche, 2016). Also, Softbank believed that acquiring ARM Holding, would help the two firms to share the same technology oriented culture, long term vision, focus on innovation and commitment to attracting, developing and retaining top talent. These common values will be the foundation for the strong strategic partnership necessary to capture potential opportunities in the future. Therefore through this strategy, Softbank would strengthen their network in readiness for the coming of the Internet of Things era (Holbeche, 2016). 
In addition, Softbank acquired ARM because of Intellectual property (IP). Softbank believed that ARM Holding has strong capabilities in global Intellectual property (Brooking, 1998). Generally speaking, intellectual property IP refers to when a firm or an individual has owned non-physical property which normally happens due to the effect of research and creativity. Intellectual property IP can be classified or categorised in different forms depending on what is protected (Brooking, 1998).There are four popular intellectual property IP such as; patents, trademarks, copyright and trade and secrets (Brooking, 1998). Patent licencing is the core revenue stream for ARM Holdings PLC. A microprocessor company with revenue of around $1 billion each year, almost all of which comes from licensing agreements with microchip manufacturer.  Licensing of intellectual property IP opens up an opportunity for a long-term source of income. Licensing is common option, especially among small and medium enterprise SMEs where the potential cost of enforcing intellectual property IP against competitors and the alternative prospect of being barred from working in an area is just too much of a risk. In the same way physical property is monetised, is the same manner intellectual property IP is monetised in different forms. Patents can be mortgaged, sold, purchase and licenced. Trade secrets and copyrights coupled with trademarks can be transferred to some extent (Brooking, 1998). 
Lastly on the point, Softbank acquired ARM Holding because of the determination of ARM to invest hugely on R&D Research & Development, which is one of the strategies for ARM future growth, in order to accelerate development of new technologies (ARM, 2016). And this strategy will help in growing future revenues. As stated earlier, ARM Holdings does not manufacture anything, yet its gross margin is more than 95%. ARM holdings gross margin is very impressive because they invest hugely on Research and Development R&D. In fact, research and development is the main area that ARM spend money, it takes up 50% operating expenses (Brown, et al, 2005). And that is their strategy to remain competitive and build customer royalty and increase profitability. According to Wingate, (2015), Research and Development R&D is very crucial in a business sustainability and success (Wingate, 2015). It is as a result of the function of research and development R&D that develops plans and strategies much ahead other function, and helps a business to have competitive advantage. In addition, Brown, et al, (2005), stated that some investors look for companies with aggressive research and development efforts R&D
Change implications from Softbank’s viewpoint. 
This section will look at the change implications from both Softbank and ARM viewpoints. The first to consider is Softbank thereafter ARM change implications will be highlighted. Normally, when a company acquires another, the only one modification that has large potential to affect new business is a change in the organizational structure. It does not matter whether the changes are small or big (Paton, and Calman, 2006). 
In terms of culture, Softbank’s organizational culture and structure did not change as a result of ARM Holding PLC acquisition. For example, Softbank has decided that the ARM Holding should be operated as a separate or independent business group within Softbank, and to keep the global headquarters of ARM Holding at Cambridge United Kingdom where it was before the acquisition (Kodama, 2017). Softbank has promised to double the employees headcount of ARM over a period of five years, as well as increasing the employees of ARM headcount outside United Kingdom to enable ARM to continue to develop leading edge technology in the UK (Kodama, 2017). The strategy of Softbank to retain existing workforce and hire more staff, will definitely increase ARM output and improve profitability. Because, Softbank believed that existing workforce of ARM will continue to contribute to the success of ARM (Kodama, 2017). 
In respect of existing contractual and statutory employment rights, including in relation to pensions, of every employee will be protected or secured in agreement with contractual and statutory requirements (Holbeche, 2016). In continuation, Softbank agreed that for at least 12 months, it will keep the existing level of base salary and pension benefits for every employee of the ARM group unless otherwise agreed with the relevant employee and will preserve the current ARM organization including ARM’s existing senior management team or structure, brand, partnership-based, business model and culture, to ensure continuity of track record. And, as the organizational structure and culture every remains how they are, ARM Holding PLC will be removed from the London stock and will no more be among listed company (Holbeche, 2016). 
Change implication from ARM’s viewpoint  
Regarding the structure of ARM Holdings, the acquisition changed the structure of ARM Holdings. For example, ARM Holdings is a public Limited company listed on both the London Stock Exchange and American stock exchange (NASDAQ), with over 3000 employees, and have 29 office locations in 14 countries. Headquarters in Cambridge. But after the acquisition, ARM Holding PLC was removed from the London stock exchange among listed company. The financial result of ARM Holding will be consolidated and reflected in Softbank consolidated financial statements (ARM, 2016). 
In terms of business model of ARM Holdings, it did not change after the acquisition, ARM Holding does not manufacture anything but designs microprocessors, as well as selling licences to use our designs to semiconductor companies (ARM, 2016). Firms licence ARM technology since it is more cost effective than investing in developing the capability themselves. ARM Holding assumes that a typical semiconductor company would need to spend more than one hundred million each year if it were not able to licence the technology from ARM Holdings (ARM, 2016). ARM’s designs focus on low power consumption from the beginning, ARM technology based processors have been designed for efficiency. Their low-power consumption makes them particularly suitable for use in portable devices. ARM technology can now be found in more than 95% of the world’s mobile phones (ARM, 2016). It is also being used in applications as diverse as digital TVs, car airbags and LED lighting systems. By designing once and licensing many times, ARM spreads the Research and Development R&D expenses over the whole industry, making digital electronics more affordable (ARM, 2016). 
Regarding ARM’s organizational unique culture, acquisition never changed anything. It is the way it has been right from the foundation. ARM is being run as an independent company (ARM, 2016). Softbank values the talents, skills, knowledge as well as expertise of ARM Holdings existing employees and management thus, wishes to retain the current ARM organization in its existing senior management team, brand, partnership-based business model and culture, in order to ensure continuity of a strong track record (ARM, (2016). It is a good news that Softbank has kept ARM’s operating structure, including retaining the senior management team as well as doubling the UK’s workforce over the next five in order to facilitate the capturing of potential opportunities of Internet of Things. This strategy will allow ARM Holdings to achieve more, at a faster speed, than it otherwise might have been able to do (ARM, 2016). 
Conclusion
In conclusion, the study shows different reasons why Softbank acquired ARM Holdings. The first reason was that Softbank wanted to expand their customer base of the telecommunication business, which they believed that acquiring ARM Holdings would help them to achieve their goal, of going beyond carrier strategy and to sustain growth by increasing their market share. The second reason was that Softbank wanted to embrace innovative economy and stay competitive in a global market Softbank believed that this deal will increase their growth as a leader in the Internet of Things. Furthermore, Softbank acquired ARM because of Intellectual property (IP). Softbank believed that ARM Holding has strong capabilities in global Intellectual property. 
The study further discussed in details the implications of change from both ARM and Softbank viewpoints.  For example, In terms of culture, organizational structure, business models and others. 
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