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JE7|s MUoIMO| ol REE o 2= Y

ZIAHE B3l B4 7Fsd vl 7HA] o =(A4HH] & H 7125 U o E 201, dlE
Az, AENE, 1A4F Q , 1AAE ShE 71 Atoll Al cost reduction, resource sharing,
Aot oL A AP R scale/scope economies, operational efficiencies
oA wEdt= ARE ﬂi 73”“5}7] o o] o] 711Eu Y go] o i EHTt o=
e}l oo g AHE F Ae dF FF oy £ 12 §lod 022 249k & M&A el o
ol=Ee 2T F 7ol %i‘:h“l E T Utk 3l F 71A o]de =Tt e AL BEF 1=
Table 1°] TH& Sl o =50] A= ALRE 54 st FES 5 &ste] SAsAT

(Table 1) Measures of Acquisition Intents

Acquisition Intents

Measurement

cost reduction

efficiencies) is described in the article; 0: otherwise

1: if intent of cost reduction (resource sharing, scale/scope economies, operational

product enhancement/development

otherwise

1: if intent of product enhancement (feature enhancement) is described in the article; 0:

customer base expansion

described in the article; 0: otherwise

1: if intent of customer base expansion (market expansion or market penetration) is

complementary channel

1: if intent of having complementary channel is described in the article; 0: otherwise

(Table 2) Number of M&As in our dataset during 1995-2010 (7 = 1003)

Hardware-Hardware Hardware-Software Software-Hardware Software-Software
1995 14 4 4 31
1996 17 10 4 28
1997 13 8 10 37
1998 13 4 5 65
1999 10 14 7 77
2000 9 9 6 82
2001 1 1 55
2002 3 4 5 52
2003 0 5 4 37
2004 6 14 1 36
2005 6 6 4 40
2006 4 10 3 41
2007 3 6 4 39
2008 6 3 3 21
2009 7 3 1 20
2010 8 9 2 44
Total 120 114 64 705
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Intents of cost saving in production (%)

Ak AR o8] AE 4= A THChristensen
and Montgomery, 1981 ) ’\‘ﬂ TR AAE
&3t B S HEoEA H&HT ] Th
5 FEH AdES FHste] MW AAE
%E}O:Vv]_,, H| &S & A5 S’J\F]-(Caves 1989).
O

310
o 1T

193t 3 Q1% 7)edo] Afrsha gl A

o] ARl w}ﬂ-u]%—xg—x St 2AE

2 3(Fan and Lang, 2000), 4= 714 2] #F4ke]

At 71X 718 gl Aol Ujra} 14 ¥ =7}
244 ‘E}(Fagoun 1998)

Flgure 1S Y 714 914 &89 Ax <14 A

v H8H o= s 7}7‘] o] H&S B

3 Utk o] Aol @2, stEgo] 7]l st
o] 719E A & o A HE0] 7%0]
a1, £AZESJ] 7[}do] stEdo] 7|gE A &
o Hl&o] 8%=E, e F #& 9 <l W Hl&
(5%, 3%) Rt} v 8470t o & Aoz
UERTE &, AZES] 7L 7 & o
Hl3), st=do] 71Ye <l & of vl gd =
7h B 2 ARE AUk oY A= stEd)

8%
7%
5%

Hardware-Hardware Hardware-Software

Software-Hardware  Software-Software

Acquitision type (Aquirer-Target)

(Figure 1) Intents of cost saving in production-side by acquisition type
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Intents of customer base expansion (%)
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= Aol 433 FLa3t7] wEdd(Porter, 2001)
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%t WS Aow ATt AT Figmre 3
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28%% FHA o2 A YEst. ol dih3
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38%

Software-Hardware  Software-Software

Acquitision type (Aquirer-Target)

(Figure 3) Intents of customer base expansion by acquisition type
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(Figure 6) Intents of the acquisition by acquisition types
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Abstract

Intents of Acquisitions in Information
Technology Industries

Wooje Cho* * Young Bong Chang™* - Youngok Kwon™**

This study investigates intents of acquisitions in information technology industries. Mergers and
acquisitions are a strategic decision at corporate-level and have been an important tool for a firm to grow.
Plenty of firms in information technology industries have acquired startups to increase production
efficiency, expand customer base, or improve quality over the last decades. For example, Google has made
about 200 acquisitions since 2001, Cisco has acquired about 210 firms since 1993, Oracle has made about
125 acquisitions since 1994, and Microsoft has acquired about 200 firms since 1987. Although there have
been many existing papers that theoretically study intents or motivations of acquisitions, there are limited
papers that empirically investigate them mainly because it is challenging to measure and quantify intents
of M&As. This study examines the intent of acquisitions by measuring specific intents for M&A
transactions. Using our measures of acquisition intents, we compare the intents by four acquisition types:
(1) the acquisition where a hardware firm acquires a hardware firm, (2) the acquisition where a hardware
firm acquires a software/IT service firm, (3) the acquisition where a software/IT service firm acquires a
hardware firm, and (4) the acquisition where a software /IT service firm acquires a software/IT service firm.
We presume that there are difference in reasons why a hardware firm acquires another hardware firm, why
a hardware firm acquires a software firm, why a software/IT service firm acquires a hardware firm, and
why a software/IT service firm acquires another software/IT service firm.

Using data of the M&As in US IT industries, we identified major intents of the M&As. The
acquisition intents are identified based on the press release of M&A announcements and measured with
four categories. First, an acquirer may have intents of cost saving in operations by sharing common

resources between the acquirer and the target. The cost saving can accrue from economies of scope and
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scale. Second, an acquirer may have intents of product enhancement/development. Knowledge and skills
transferred from the target may enable the acquirer to enhance the product quality or to expand product
lines. Third, an acquirer may have intents of gain additional customer base to expand the market, to
penetrate the market, or to enter a foreign market. Fourth, a firm may acquire a target with intents of
expanding customer channels. By complementing existing channel to the customer, the firm can increase
its revenue. Our results show that acquirers have had intents of cost saving more in acquisitions between
hardware companies than in acquisitions between software companies. Hardware firms are more likely to
acquire with intents of product enhancement or development than software firms. Overall, the intent of
product enhancement/development is the most frequent intent in all of the four acquisition types, and the
intent of customer base expansion is the second.

We also analyze our data with the classification of production-side intents and customer-side intents,
which is based on activities of the value chain of a firm. Intents of cost saving operations and those of
product enhancement/development can be viewed as production-side intents and intents of customer base
expansion and those of expanding customer channels can be viewed as customer-side intents. Our analysis
shows that the ratio between the number of customer-side intents and that of production-side intents is
higher in acquisitions where a software firm is an acquirer than in the acquisitions where a hardware firm
is an acquirer.

This study can contribute to IS literature. First, this study provides insights in understanding M&As
in IT industries by answering for question of why an IT firm intends to another IT firm. Second, this study

also provides distribution of acquisition intents for acquisition types.

Key Words : Mergers and acquisitions, intents of acquisitions, information technology industries
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