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Oracle to buy Siebel for $5.85B
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http://biz.yahoo.com/bizj/050912/1162842.html?.v=2
On Sep 12, 2005, Oracle Corp reached a deal to acquire Siebel Systems Inc. for $10.66 per stock, or $5.8 billion. Siebel has $2.2 billion in cash. Its cash flow has declined dramatically in recent years. The deal advances Oracles’ challenge to SAP in the competition to dominate applications software. Is it a good deal for Oracle?

Oracle will expect to have gained an enormous base of new customers.  That would add to its already large maintenance revenue and provide new opportunities to sell its database. Therefore, this deal should be considered not only as horizontal acquisition but also as vertical acquisition.  Oracle can make the products work together well with its own databases and application servers. That could save companies tens of millions of dollars paid to consultants to handle the integration tasks. 

“Oracle’s strategy is buying customers. Ours is serving customers” said by SAP spokesman is the response from SAP for this deal. However, unless Oracle falls badly, SAP will have a hard time competing with Oracle. Oracle’s strategy to buy big installed customer bases and win more business when companies are ready to upgrade is the quickest way for Oracle to be the dominator for software application. The next challenge for Oracle is to meld the various brands of software into attractive and workable packages. It will take quite a long time to do the fusion task. However, the benefit from this task is great and Oracle will definitely become the top player in software application industry.

