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IBM had completed its acquisition of HashiCorp in February 2025. The strategic logic was broad:
combine IBM's hybrid-cloud portfolio and enterprise reach with HashiCorp's infrastructure
automation and security products. Public statements pointed to potential connections between
Terraform and Ansible, and between Vault and Red Hat OpenShift. The same statements
described HashiCorp as retaining its mission and noted that some customers already used the
products together.

By July 2026, IBM had reported another quarter of software growth, but its public disclosures did
not isolate HashiCorp's revenue, margins, retention, cross-selling, integration spending or
customer outcomes. Nor did the sources available for this case establish which planned product
connections had shipped by the cutoff. The integration opportunity was plausible; its
incremental value was not publicly measurable.

The assignment
For this exercise, assume you advise a hypothetical IBM software strategy team setting
the next phase of HashiCorp's integration with Red Hat. Recommend the degree and sequence
of integration between Terraform and Ansible, and between Vault and OpenShift, while
preserving interoperability and partner trust.

Choose and defend one of three broad directions:

1. Deep integration: prioritize IBM-led workflows, coordinated roadmaps and portfolio
bundling.

2. Product autonomy: preserve distinct roadmaps and emphasize interoperable connections
across cloud environments.

3. Selective integration: integrate chosen workflows behind stable interfaces while
maintaining supported use beyond IBM products.

Specify who should set interface and roadmap decisions, what customer and partner evidence
should govern investment, and what gates would trigger expansion, redesign or pause. Do not
assume product economics, adoption, customer switching or partner sentiment that the case
does not disclose.
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A portfolio with adjacent capabilities
IBM completed the HashiCorp acquisition on February 27, 2025. Its 2025 Form 10-K records $35
cash per HashiCorp common share and approximately $7.2 billion in equity value; total
acquisition consideration was $7.433 billion after other items. IBM's acquisition announcement
described a combined hybrid-cloud platform and potential synergies. These are transaction
facts and management's strategic thesis, not proof that integration created customer value.

HashiCorp's public post at closing said it would remain a division of IBM Software and retain its
mission. It described prospective integrations involving Terraform, Ansible, Cloudability, Vault,
OpenShift and Guardium. In March 2025, HashiCorp's CTO said Terraform and Ansible, and
Vault and OpenShift, already appeared together in customer solutions. The public statements
named no customers, quantified no usage and did not show that ownership caused those
combinations.

IBM's strategy therefore involved a choice about governance as well as technology. A more
coordinated stack might make workflows simpler to buy, deploy and support. But infrastructure
products are used across cloud environments and alongside products from other vendors. If
integration narrowed compatibility, customers and partners could face higher coordination costs
or see less value in the products' ability to work outside IBM's portfolio. The case materials do
not establish that either effect had occurred.

What IBM reported-and what it did not
IBM reports software performance by broad product lines. HashiCorp is included in Automation,
alongside security, network management, FinOps/observability and other products. Red Hat is
reported in Hybrid Cloud. Neither line isolates Terraform, Vault or the results of integrating
them with Red Hat.

For the second quarter of 2026, IBM reported Software revenue of $7.761 billion, up 5.1% as
reported and 4.6% at constant currency. Automation revenue was $1.951 billion, up 3.6%
reported and 3.1% at constant currency. Hybrid Cloud grew 11.2% reported and 10.9% at
constant currency. IBM cited subscription performance and stabilization in consumption-based
services for Hybrid Cloud; it also reported OpenShift annual recurring revenue above $2 billion.
That ARR figure is a Red Hat company metric, not a measure of HashiCorp integration.

The same filing showed Software gross margin of 82.6% for Q2, down 1.3 percentage points
year over year. Q2 Software segment profit increased 8.9%, and its segment-profit margin rose
1.1 points to 32.2%. For the first six months of 2026, gross margin was 82.7%, down 1.1 points;
segment profit increased 11.1%, and segment-profit margin rose 0.9 points to 31.1%. IBM
attributed the gross-margin decline in both periods primarily to portfolio-innovation investment
and product mix. Segment-profit and segment-profit-margin performance in both periods
reflected productivity benefits, partially offset by investment in the business. These are
separate Q2 and six-month comparisons; neither provides HashiCorp-specific economics. IBM
also reported acquisition-related charges across company results, without assigning them to
HashiCorp integration.

IBM said about 80% of Software revenue was recurring. This is a broad segment figure and does
not establish HashiCorp's renewal rate or product mix. Automation's reported change also
reflects acquisition and category composition, currency and products beyond HashiCorp. It
cannot be used as evidence that Terraform/Vault integration has succeeded or failed.
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The governance problem
Platform research describes openness, access, compatibility, bundling and decision rights as
choices that can shape participation and value capture. A study of mobile application
developers found that ecosystem complexity was associated with lower multihoming, with
experience and modularity moderating the relationship. Its setting-consumer apps and
smartphone operating systems-is far from enterprise infrastructure software; it offers a
mechanism to consider, not an IBM forecast.

The practical question is how IBM can make selected combinations easier to use without making
the products less useful when customers operate outside IBM's own stack. Deep integration
might enable more consistent workflows and support. Modular interfaces could help preserve
choice and partner participation, while leaving more coordination work with customers. A
selective approach could capture some workflow benefits while protecting compatibility, but it
would require disciplined boundaries and sustained support across interfaces.

IBM's disclosures do not provide customer cohorts, paired-product usage, partner switching,
multicloud deployment shares, integration costs, product-level margins, or attributable
cross-sell and renewal effects. IBM's general statements and aggregate results cannot resolve
these questions. Any leadership decision must therefore distinguish observed results from
hypotheses and specify how to learn.
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Discussion questions
1. Which of the three integration directions would you recommend, and what customer value

mechanism supports it?

2. Which product interfaces, workflows or roadmap decisions should IBM coordinate centrally?
Which should remain modular or independently governed?

3. How should IBM define interoperability and partner trust in ways that can be observed rather
than asserted?

4. What evidence would distinguish incremental value from adoption that would have occurred
without deeper integration?

5. What measures and staged decision gates should govern engineering investment, expansion,
redesign or pause?

6. Which public performance figures are relevant to the decision, and what do they fail to
establish?
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Exhibits

Exhibit 1. Publicly stated strategic rationale and product adjacency

Date Public statement What it establishes-and what it does
not

February 27, 2025 IBM announced completion of the
acquisition and described a combined
hybrid-cloud platform with potential
portfolio synergies.

Acquisition closed; synergy language
is management's thesis, not realized
returns.

February 27, 2025 HashiCorp said it would remain an
IBM Software division and retain its
mission. It described prospective
connections across Terraform,
Ansible, Cloudability, Vault, OpenShift
and Guardium.

Publicly stated intent; no milestone
schedule or adoption evidence.

March 6, 2025 HashiCorp's CTO said
Terraform/Ansible and
Vault/OpenShift appeared in
customer solutions and proposed
exploring deeper connections.

Shows reported pre-existing use
together; no customer names, counts
or ownership effect.

July 23, 2026 cutoff The reviewed sources did not
establish which planned integrations
had shipped or their rollout.

Product status is an evidence gap; no
later or undated product page is used
to fill it.

Exhibit 2. IBM Software performance and reporting limits

Measure Q2 2026 First six months of 2026 Boundary

Software revenue $7.761B; +5.1% reported,
+4.6% constant currency

- Broad segment, not
HashiCorp.

Automation revenue $1.951B; +3.6% reported,
+3.1% constant currency

- Includes HashiCorp and
other product categories.

Hybrid Cloud revenue growth +11.2% reported, +10.9%
constant currency

- Red Hat line; does not
measure integration with
HashiCorp.

Software gross margin 82.6%; down 1.3
percentage points year
over year

82.7%; down 1.1
percentage points year
over year

IBM cited
portfolio-innovation
investment and product
mix in both periods.

Software segment profit /
segment-profit margin

+8.9%; margin +1.1
points to 32.2%

+11.1%; margin +0.9
points to 31.1%

Different measurement
periods; IBM said
productivity benefits were
partly offset by business
investment in both;
neither isolates HashiCorp.

OpenShift ARR Above $2B - IBM-reported Red Hat
metric; not integration
adoption.
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Exhibit 3. Strategic hypotheses and evidence needs

Hypothesis to test Potential evidence Public-data limit in this case

Integrated workflows reduce
customer effort and improve
outcomes.

Time-to-deploy, reliability, support
burden, paired-workflow usage and
renewal/expansion by cohort.

No customer-level usage, outcome or
cohort data.

Product autonomy and compatibility
preserve multicloud reach and
partner participation.

Supported non-IBM deployments,
partner integrations, contribution and
customer win/loss reasons.

No cutoff-valid switching, partner or
community measures.

Selective integration can deliver
workflow value with bounded
complexity.

Interface stability, compatibility,
migration success, adoption and
support outcomes across versions.

No dated release archive or
integration cost data in the reviewed
set.

Exhibit sources

• IBM, 2025 Form 10-K, filed February 24, 2026: SEC filing. Item 1 and Item 7; Note
“Acquisitions-HashiCorp”; Software segment note.

• IBM, Form 10-Q for quarter ended June 30, 2026, accepted July 22 and filed July 23, 2026: SEC
filing. MD&A, printed pp. 50-52, “Software”; segment discussion and margin, pp. 51-53;
acquisition-related charges, pp. 45-46.

• IBM, “IBM Completes Acquisition of HashiCorp,” February 27, 2025: IBM Newsroom.

• Armon Dadgar, “HashiCorp officially joins the IBM family,” February 27, 2025: HashiCorp.

• Armon Dadgar, “HashiCorp and Red Hat, better together,” March 6, 2025: HashiCorp.

• Rietveld, J. and Schilling, M.A. (2021), “Platform Competition: A Systematic and
Interdisciplinary Review of the Literature,” Journal of Management 47(6): article, especially
Theme 4 and Table 5.

• Chen, L., Yi, J., Li, S. and Tong, T.W. (2022), “Platform Governance Design in Platform
Ecosystems: Implications for Complementors’ Multihoming Decision,” Journal of Management
48(3): article, methods, Table 3, robustness and discussion. Findings are not IBM-specific
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Case limit: No HashiCorp product-level economics, adoption, customer/partner switching data,
or archived integration-release evidence by the cutoff is presented. No integration event or
outcome after July 23, 2026 is included. No financial model is required.
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