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1. INTRODUCTION
Brueller, et al. (2018, p. 1793) states that companies use Mergers and Acquisitions (M&A) to hasten their progress, reduce competition, lower cost, and expand their human capital. And Xu, (2017, p. 55) assert that M&A is a process used by talented managers to acquire assets or employees. There are several reasons why firms indulge in Strategic Change and opt for M&A, and Chui, (2011, p. 37) highlighted some advantages; it increases economies of scale, elevates the shares value of companies, leads to expansion of a larger asset base, builds a firm reputation, and it gives acquirers opportunity to get talent and expertise that they don’t have. Other reasons and benefits for M&A is that it aids companies to penetrate new markets in various geographical locations around the world, and it can be used to gain technical and/or management expertise and knowledge. But there are criticisms on M&A which claim that most times the M&A fail to meet their objectives due to certain factors; miscalculations of finances, misalignment of capabilities and mismatch in cross culture cause the majority of failure in M&A as according to Brueller, et al. (2018, p. 1794) and concurred by Chui, (2011, p. 37). This paper aims to evaluate the acquisition of ARM Holdings by Softbank and to analysis how they have fared after the acquisition. Next, a brief on the firms would be carried out and the industry they operate in.
1.1 BRIEF ON SOFTBANK, ARM AND THE INDUSTRY THEY OPERATE IN
Softbank (the acquirer) is an international conglomerate that has grown to become a giant in providing telecommunication services especially internet services. The company was established by Masayoshi Son a Japanese, who was a distributor of packaged software in 1981. The founder’s goals at the onset was to increase its sales to 75million dollars, become a leader in supplying about 1000 dealer outlets and be a leader in PC software distribution within five years (West 2017, pp. 1-2). Son actually, attained his goals beyond his own expectations and has become a giant in technology industry. Softbank means a bank of software, but presently it has evolved into a leader and provider of various information technology services. The company provide internet protocol phone service, e-commerce services, mobile phone services and also provide access to internet with high speed (Jung and Xiong, 2017, pp. 379 -380). 

Softbank has expanded significantly as a result of its various strategic mergers and acquisitions, they have over 1300 companies in the group. Examples of its big merger is the one done in 1996 with Yahoo! USA to form Yahoo! Japan and another one is the investment with Telecom to form Softbank Telecom in 2004 recently it also acquired Sprint Nextel Corporation to boost its investment (Jung and Xiong, 2017). Softbank is also known for its progressive style of Management and governance based on Japanese standards as asserted by West (2015). On the other hand, ARM (the target) was founded at Acorn in the 1980s as a maker of British computer by Hermann Hauser. ARM’s technology was used by reputable companies such as Apple in the first generation mobile devices. ARM specialization is in designing chips rather than making which gives it a competitive edge and advantage above different manufacturers that exist in technology sector. Next, reasons that led to the merger and acquisition would be dealt with.









2. THE MERGER AND ACQUISITION RATIONALE BETWEEN SOFTBANK AND ARM HOLDINGS
In International market, mergers and acquisitions has been in practice as one of the strategic options for remaining competitive in the universal market. Liu et. al. (2018, p. 710) cited “Cuervo-Cazurra et al., (2016); and Liu and Vrontis, (2017)” and explained Mergers and Acquisitions as an ingress way principally utilized by evolving conglomerates to penetrate developed economies. Evidently, in 2015 over ten thousand mergers and acquisitions took place and their values rose to 2 million dollars as Bommaraju, et. al. (2018) stated. But Christensen et al. (2011) argue that this strategy most of the time does not provide the acquirer the value desired from the merger and acquisition. 
Bommaraju, et. al. (2018) stated that “Prior research has attributed M&A successes and failures to either strategic fit between the merging firms (the strategic management perspective) or sociocultural issues during integration (the organizational behavior and social psychology perspective)”.
Softbank uses merger and acquisition as one of its key growth strategy and acquisition of ARM is one of its many deals undertaken. Softbank announced its merger with ARM holdings a chip company that specializes on the Internet of Things (IoT) in July, 2016. Softbank paid 24.3 billion dollars to buy the shares of ARM at 1700 pence per share (Nyitray 2016). ARM agreed to the acquisition with Softbank as a result of the British exit from European Union consequences as stated by West (2015) and Jung and Xiong (2017, pp. 379 -380).
2.1 Reasons for the Acquisition.
Softbank group Chairman and CEO, Masayoshi Son has discovered the new paradigm shift which is the “Internet of things (IoT)” and based on Son’s analysis the center of internet evolution is moving from PC to mobile and now to IoT. He forecast that in the next 20years the number of cumulative IoT would reach one trillion and with those chips all kinds of analysis can be done which would give us the ability to be become super genius and make our lives to become more efficient with ability to predict about the future precisely. He images a future were accidents can be prevented and the rate of longevity increased. Son strategy is to make people happier and save human life and in order to actualize that long term plan there would be need to collaborate with giants of technology such as ARM (Anon, 2016). 
Furthermore, they wanted to penetrate a new market and collaborate with one of UK leading high technology company. Critically analyzing Softbank’s strategy on the acquisition it can be said that the company is highly competitive, and customer focused which is good and in the right direction to help it remain a leader in the technology industry, but a question to ponder on is, can IoT bring this happiness and longevity to mankind or would it generate more complex problems to this generation? Also artificial intelligence is another aspect that Softbank considered.
2.2 How the acquisition falls in line with Softbank’s Strategy as a whole
Right from the foundation of Softbank in 1981, the company’s strategy is to increases its sales, be a leader in supplying many dealer outlets and be a leader in PC software distribution according to West (2015). Furthermore, another main growth strategy of SoftBank is merger and acquisition as stated by Jung and Xiong (2017, p.380). Based on the literatures reviewed, it can be said that acquirement of ARM is in accordance with Softbank general strategy. But a question to ponder on, will this acquisition give Softbank the opportunity and profit it so desires? Softbank CEO’s envision to solve complex problems with Internet of things, it a good idea but what do the customers desire? What are the demands of customers? These are questions that would be analyzed in the analysis sector.



2.3 The Implications of the Changes to both companies.
a) Shared culture and long-term vision
Based on the critical analysis carried out by Softbank group on ARM acquisition, they came up with some reason that would be beneficial to the two companies. Softbank believes that they both have similar “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 the significant opportunities ahead” as Nyitray (2016) stated. Furthermore, Softbank believes the changes will be beneficial to both companies, because they would use their expertise and well known presence in the international market to elevate ARM to a position of supremacy as a world front-runner in intellectual property licensing and also in research and development subcontracting for semiconductor organizations.
Their shared culture and vision align, but, one area they need to consider is their competitors in the technology industry. How can they differentiate themselves from the others that are also innovative and highly competitive?
b) Greater Innovation
They share the same thought with regards to innovation, they are both highly innovative which is a core competence they both possess and the change intended is aimed at maintaining and advancing Arm’s dedication to innovation. Nyitray (2016) assert that, “Softbank group intends to sustain ARM's long-term focus on generating more value per device, and driving licensing wins and future royalty streams in new growth categories”. Furthermore, they also target to make a change and impact UK citizens.


c) More Job Opportunities for UK residence 
The change the acquisition would bring is enormous, because it will not just benefit ARM but would further uphold and sustain United Kingdom high ranking in science and technology. The changes are intended to create more job opportunities for UK residence, Softbank intends to twice as much ARM’s employees number over five years and not just that they intend to build their engineering capacity and support ARM’s multiple growth initiatives (Field, 2018; Nyitray, 2016). They believe such a venture would make long term growth feasible and simpler when the acquisition is done. Next, an analysis of how the two companies have fared after the acquisition would be done.















3. ANALYSIS
How has ARM and Softbank fared since the acquisition?
After the acquisition Softbank’s ARM segment intensified their rate of investment in research and development by expanding its engineering capability with a set target of developing a new technology that focus on “artificial intelligence (AI), computer vision, and augmented reality” as stated in their monetary statement for the period ending December 31, 2019. Furthermore, they are working on generating new revenue from the IoT market. Over the past two years ARM has introduced several products such as; Neoverse processors created for networking applications and servers, helium used for Cortex-M processors and Pelion IoT platform that helps businesses connect and manage IoT devices and data seamlessly and securely as stated in their financial report (Softbank 2019, p. 16). This is a strategic idea but in order to evaluate how the two companies have fared after the acquisition, a Balanced Score Card Model (financial and non-financial indicators) would be utilized to assess their performance. Firstly, financial indicators would be looked at mainly the financial report of the organization would be examined to know the state of things.
3.1 FINANCIAL PERSPECTIVE
According to the financial report published by Softbank (2019), in the first three quarters; Net sales decreased from 355 million yen to 202,699 million yen. This loss was as a result of declining international business environment in the semiconductor sector which caused a regression in the technology licensing income by 11.54 percent annually and a decrease too in the technology loyalty profit by one percent annually. In the fourth quarter Softbank ARM segment net sales improved by 11.3 percent. This was feasible, because of the new processors created with high performance capacity (Please look up to table 1 on the following page for more details).

Table 1: Softbank, ARM Segment Financial Statement  
[image: ]
                                                                                                               (Softbank 2019, p. 17)



Figure 1: 2018 Quarterly Financial Net Sales Graph

There are three different Units under ARM segment namely; technology royalties, technology licensing and software and services. Firstly, Technology Royalties would be analyzed by comparing the company’s performance in the last two years; 2018 and 2019. ARM’s experienced an increase in the net sales for the first three quarters of 2019 (please refer to figure 2 on page 11 for more details) as compared to 2018 but there was a decline in the fourth quarter which was due to less demand internationally for semiconductors and smartphone devices as explained in their financial report (Softbank, 2019). Even though there is a decrease in the net sales of technology royalties, ARMS shares in other businesses such as internet of things, networking and automotive are gaining.


Figure 2: 2019 Quarterly Financial Net Sales Graph

Secondly, considering the Software and Services Unit of ARM segment; from Table 1 (page 10) it can be stated that the company’s net sale increased from 126 million dollars in 2018 to 191million dollars in 2019. This was achieved as a result of acquisition of the treasury data, Inc. and stream technologies according to their financial report (Softbank 2019). The increase recorded is about 51.6 percent which is good. 
The third and final Unit is the technology licensing; the unit saw a decline in revenue due to lack of confidence within the industry of semiconductors. But ARM’s is optimistic that the number and demand for newer chips design will upsurge and more investment would take place basically in research and development department (please refer to figures 1 on page 10 and figure 2 above for more details). Considering the non-financial key performance indicators, the following will be evaluated; learning and growth, internal business process and customers. 

3.2 NON- FINANCIAL PERSPECTIVES
There are criticisms as to the use of only accounting aspects to evaluate the performance of organizations. Cezarino, et al. (2012, pp. 81–92) argues that, “the paradigm should be changed from management based on restrictions (for instance: cost minimization and profit maximization), to one that prioritizes profitability resulting from continuous improvements in the company’s processes, improving the organization’s quality and adaptability”. Firstly, learning and growth would be assessed.

3.2.1 LEARNING AND GROWTH
It is important to continuously have and maintain the employees in a learning mode, because of the rapid technological changes taking place. Furthermore, mentoring is also essential in organizations for greater effectiveness and efficiency. Softbank has expanded the engineering capacity and supports ARM’s multiple growth initiatives. It has invested so much in research and development of the ARM segment (Softbank, 2019). Furthermore, the company has made a pledge that they would create job opportunities to ARM and would employee about two thousand employees over the next two years ending 2018. According to Field (2018) so far Softbank has employed about 2000 thousand staff so far. With regards to their overseas employees there is a substantial increase in their number from 2845 to 3540. 
Also, their UK staff headcount has increased to 2.534 from 2,173 and seventy-seven percent that were employed are technicians. Softbank estimate to double the number after five years. This is achievable with the current deal the Softbank intend to launch with a Chinese firm to create ARM China which would give them access to the company’s intellectual property in order for to enable a boost in microprocessor industry in china. This will create another job opportunity to increase the number of employees and expand the horizon of ARM internationally.
3.2.2 BUSINESS PROCESSES
This perspective helps organizations understand if they are meeting customer needs and from the financial report it can be said that they are meeting customer need based on the total sales maintained from 2018 to 2019 but to what extent remains questionable, because of the decrease in demand of semiconductors recorded in the year 2019 (Please, refer to table 1 on page 10 for more details). Meeting customer is just one aspect, satisfying the customer is another issue to consider.
3.2.3 CUSTOMER FOCUSED
This perspective is important, because it analysis how customers are satisfied. When customers are not satisfied they will definitely look for other supplies or substitutes to meet their need and from Softbank strategy it can be said that they are customer focused but with a decline in demand internationally for semiconductors is Softbank still focusing on customer demands or are they just producing their products without emphasize on the current international demand and position? This would be evaluated in the next section.











4. EVALUATION OF THE ACQUISITION AND THEIR PERFORMANCE
Comparing the total net sales made in 2018 and 2019 using Table 1 on page 10 as guide, it can be stated that there is no significant increase in net sales from 2018 figure of 1,831million dollars to 2019 value of 1,836 million dollars.  The company is maintaining it sales position but is not expanding it. There is need for the company to identify the obstacles stopping significant net sales, probably a review of their marketing strategy should be done to identify new markets and customers. Furthermore, considering Shareholder Value Creation, it can be said that the acquisition has added value to both companies, because they are both strong and reputable companies before the change. The acquisitions further helped in making them achieve their goals of becoming leaders in the technology industry, this was feasible because of their innovativeness.

But, Rahim, et.al (2013, p. 97) argued that there are indecisive results on value creation for shareholders from M&A, although, considering Softbank and ARM’s acquisition it can be asserted that, shareholder value has been created. Even though, not a significant change was recorded due to flat sales growth. Implying M&A do not always add value to shareholders based on literatures reviewed so far certain factors have good correlation to shareholder value creation are namely, liquidity, foreign exchange, the age of firm and sales growth. And certain factors such as; Gross Domestic Product, tax values for corporations, free cash flow, also financial leverage have unwanted connection to shareholder value creation (pp. 99-102). 
In addition, it is commendable that Softbank considered the culture and strategy of ARM before the merger and acquisition, because cultural norms conflict when not properly handled can negatively affect the performance of employees which can cause a decline as Zhu, et al. (2013, p. 1535) asserted. Also their strategy of using M&A for growth is good but they have to consider if M&A would give them a sustainable growth and development in the future. The company has increased the technical capacity of the ARM segment and are investing hugely in research and development which is quite innovative, but a question to ponder on is to what extent are they improving learning in the organization? How is Knowledge being managed and improved in the organization? What motivational incentives are in place to motivate the Engineers to exchange knowledge and increase innovation? In addition, Softbank should be aware that quest for innovation cannot utterly secure significant growth. Finally, the technical team employed is made up of diversified experts which requires managing of diverse people with multinational backgrounds.

















5. CONCLUSION AND RECOMMENDATION
In conclusion, an evaluation was carried out on the acquisition that took place between two technology leaders; Softbank and ARM Holdings in 2016. Softbank chose to procure ARM Holdings, because of the future they saw in the Internet of Things and the intellectual property core competencies that ARM is endowed with and it was an opportunity to expand and penetrate a new market abroad and gain competitive advantage over competitors. Based on Softbank analysis the changes will be beneficial to both companies, because they would use their expertise and well known presence in the international market to elevate ARM to a position of supremacy as a global trailblazer in design of microprocessor intellectual property licensing and also in research and development subcontracting for semiconductor organizations. 
ARM had to accept, because of the impact foreseen that British exit from European Union might bring. Softbank did consider important factors such as their culture, strategy and goals of ARM before venturing into the merger in order to be sure it is in line with their own strategy. In order to assess how the two companies have fared after the merger, a balanced score card was used (using both financial and non-financial key performance indicators) to evaluate their performance.
From the financial record, it was evident that Softbank has maintained its net sales from 2018 to 2019 but there is no significant increase in the net sales, considering non-financial indicators; the company has invested hugely in research and development which is under learning and growth. They have expanded their technical capacity and increased the number of employees significantly. But the extent at which they manage knowledge was not ascertained, this is vital because they are highly innovative and innovation goes hand in hand with knowledge management. They are also customer focused but with the decline in demand of semiconductors in 2019, there is need to reevaluate and find out if the customer needs and wants has changed or they have moved to other suppliers.
[bookmark: _GoBack]It is recommended that Softbank should reevaluate and determine were the needs and demands of their customers are with regards to the semiconductor products in order to solve the issue of insignificant net sales growth. Furthermore, the company should take learning most especially mentorship seriously in order to ensure that tacit knowledge is being exchanged and shared among the Engineers especially. They should structure their company to a position that innovation is being improved constantly for them to be in the know of the fast changing market. Furthermore, they should try and build an ecosystem with standardized flexible interfaces such as innovation, R&D, core competencies, and innovation network. 
Finally, with the present pandemic and the direction the world is moving to strategic change and adaptation should be taken seriously by organizations if they want to remain competitive in a dynamic business environment that is full of uncertainties. Furthermore, Internet of Things (IoT) and Artificial Intelligence are the predictable future, so it is recommended that they expand and become more innovative in these areas in order to remain leaders in technology industry.  
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2018 quarterly financial statement graph

Technology licensing	Q1	Q2	Q3	Q4	149	123	190	156	Technology loyalties	Q1	Q2	Q3	Q4	250	271	297	269	Software and services	Q1	Q2	Q3	Q4	29	28	33	36	



2019 Quarterly financial statement 

Technology licensing	Q1	Q2	Q3	Q4	85	124	125	213	Technology loyalties	Q1	Q2	Q3	Q4	261	285	305	247	Software and services	Q1	Q2	Q3	Q4	35	47	56	53	
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S/No. UNIT Q1 Q2 Q3 Q4 COMPLETE YEAR Q1 Q2 Q3 Q4 COMPLETE YEAR

1Technology licensing 149 123 190 156 618 85 124 125 213 547

2Technology loyalties 250 271 297 269 1087 261 285 305 247 1098

3Software and services 29 28 33 36 126 35 47 56 53 191

Total net sales 428 422 520 461 1831 381 456 486 513 1836

 FINACIAL YEAR  ENDED MARCH 2018                                                                       FINANCIAL YEAR ENEDED MARCH 31,2019

                                                                                                                                                                        (Million of Dollars Iin USA)

FINANCIAL STATEMENT FOR SOFTBANK, ARM SEGMENT


