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Preparing for an initial public offering (IPO) requires that private 
companies assess the readiness of their external and internal 
processes. Today’s investors want proof that the companies 
they invest in have the right systems and processes to realize 
their growth ambitions. This paper, presented by the SAP Value 
Engineering team, explores the areas of focus most likely to 
provide an incremental increase in valuation and outlines how 
SAP can help companies prepare for IPOs.
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PROvIng TO InveSTORS THAT YOuR BuSIneSS HAS THe RIgHT SYSTemS And PROCeSSeS In PLACe

How to Ensure a Successful IPO

Thinking about taking your company 
public? Then be prepared to prove to 
investors that your business has the 
right systems and processes to realize its 
growth ambitions. 

Consider the following common sce-
nario about a private equity-owned  
manufacturing company with almost a 
thousand products serving hundreds of 
customers in over 50 countries world-
wide. The company runs six different 
enterprise resource planning (ERP)  
systems, each containing its own set  
of master data. Over time, interfacing  
all these disparate systems becomes 
complex and cost prohibitive. 

To address this, the company builds 
databases and uses spreadsheets to  
access and analyze data. This in turn 
leads to lengthy turnaround times for 
reports – 20 or more days to close the 
books each month – and a lack of confi-
dence in data among executives and 
managers at all levels. Plus, processes 
are fragmented and inefficient, and the 
company pays a premium for the skills 
needed to maintain its outdated sys-
tems. In many ways, existing systems  
are a constraint to the growth of the 
business. Overlay the need to go public, 
and it’s clear that the company needs to 

increase operational efficiency and visi-
bility into its business before it can stand 
the scrutiny of potential investors.

This situation is more common than 
you would think. In many cases, to 
address these issues, management 
teams choose to standardize on enter-
prise software from one vendor, such as 
SAP® Business Suite applications. For 
example, given the scenario above, the 
company could deploy a single instance 
of the SAP ERP application to streamline 
processes, gain transparency across  
the business, and have confidence in  
its enterprise data. The software would 
provide a single view into the business, 
enabled by single definitions for margins, 
product costs, and other key operating 
data and metrics. And, in most cases,  
the markets would reward the compa-
ny’s strategies to streamline business 
processes and boost business visibility, 
efficiency, and scalability. 

STRATegIC IT InveSTmenT IS  
InTRInSIC TO A SuCCeSSfuL IPO

The success of a company’s IPO is no  
accident. Management must proactively 
invest in process and IT improvements 
that help the company run leaner and 

more effectively and improve key perfor-
mance indicators (KPIs). Solid KPIs  
and sophisticated infrastructure inspire 
investor confidence in the strength and 
scalability of the business, leading to 
higher stock valuations.

Too often, however, company owners 
are unaware of the need to “mature” their 
business processes in preparation for a 
liquidity event. Most will spend 5%–10% 
of the total funds raised on preparing for 
an IPO, and they will focus only on exter-
nal activities such as hiring investment 
bankers and lawyers that were never 
needed before. They don’t recognize that 
their enterprise – while successful to date 
– lacks the scalable, efficient processes 
required to take the business to the next 
level after the IPO.

Companies that fail to realize this may 
well face very real business challenges 
directly related to the IPO, including one 
or more of the following:

 • Lack of investor appetite for the IPO 
 • Missed IPO “windows” and market  

timing opportunities
 • Low IPO valuation
 • Low post-IPO valuations 

Executive leaders must not only commit to com-
pleting internal process improvement activities  
in a timely fashion, but they must also ensure that 
these activities deliver the expected improvements 
consistently.



SeTTIng THe STAge

What’s Involved in IPO Readiness?

Every pre-IPO company seeks to tell a 
compelling story about its successes, 
business model, competitive position, and 
the state of its industry. But to set the 
stage for a successful IPO, the main story 
line must also detail how internal capabili-
ties will support substantial growth. For 
these reasons, the path from private to 
public requires a focus on business pro-
cesses inside the company.

Executive leaders must both commit to 
improving internal processes swiftly and 
ensure that those improvements deliver 
consistent results. Failure to do so will neg-
atively impact returns from the IPO, 
lengthening the owners’ timetable for 
achieving liquidity.

TIgHTenIng uP KeY BuSIneSS  
PROCeSSeS PRe-IPO

In preparing for an IPO, private companies 
must assess their readiness in terms of 
internal processes and rectify any identi-
fied weaknesses. IPO stakeholders will 
directly or indirectly, explicitly or implicitly, 
seek answers to the following five ques-
tions, all of which relate to internal com-
pany issues:
 • How much faith can we place in the abil-

ity to grow the top line? Are sales man-
agement capabilities solid, with the right 
systems, processes, and people in place 
to identify and capture opportunities?

 • Does the company have good operating 
and financial visibility?

 • Is the supply chain robust so that prod-
ucts can be developed, manufactured, 
and delivered according to world-class 
standards – now and in the future?

 • Can the company manage risk appro-
priately? Are adequate governance, 
planning, reporting, and risk manage-
ment processes in place?

 • Is talent engaged and ready to take the 
organization to the next level? Can the 
company successfully hire, manage, and 
retain the talent needed to grow the 
business?

A deePeR dIve: ASSeSSIng InTeRnAL 
BuSIneSS mATuRITY LeveLS

Each of the questions above is related to a 
general category of business processes 
that warrants closer analysis to determine 
the readiness of each functional area for 
the run-up to the IPO and thereafter. Taken 
together, answering the following ques-
tions can help company management and 
its private equity owners determine what 
needs to be fixed before beginning the IPO 
process.

ensuring Revenue growth with  
Effective Sales and Marketing
In assessing IPOs, investors pay particular 
attention to a company’s growth pros-
pects. The ability to drive top-line growth 

and increase profits is the ultimate deter-
minant of whether shareholder value will 
appreciate over time. Our experience 
shows that while marketable products and 
a history of strong sales are a good start-
ing point, the true barometer of success is 
having ready access to information to 
identify new opportunities and drive smart 
decision making. Investors want revenue 
assurance – proof that your business is 
well positioned for continued, steady prof-
itability – and a plan defining how an infu-
sion of capital will take the company to the 
next level. 

It follows that, in assessing IPO readi-
ness, management needs to focus on 
these questions:
 • Do we have a system in place to capture 

information about current and future 
market opportunities, or is this informa-
tion fragmented across the sales force?

 • Does sales leadership have the informa-
tion to be able to identify areas of the 
highest potential and drive activity and 
outcomes in these areas?

 • Are we able to forecast our needs in 
time to acquire, train, and deploy sales 
talent quickly?

 • What are we doing to capitalize on the 
momentum and publicity that an IPO 
will bring to us to drive new sales?

 • Do we have a deep understanding of our 
immediately addressable target market, 
as well as potential market adjacencies 
and profit pools?

The ability to drive top-line growth and increase 
profits is the ultimate determinant of whether 
shareholder value will appreciate over time.
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enabling Operating and  
financial visibility
At a time when shareholders and regula-
tors demand transparency, companies 
cannot afford to have silos in reporting 
processes. In our work with businesses 
across diverse industries, it’s clear that 
successful companies have comprehen-
sive, accurate, and timely visibility into the 
performance of their whole business. 

In preparation for an IPO, you need to 
answer the following questions affirma-
tively – and be able to prove how and why 
to potential investors:
 • Can we confidently say we have a single, 

trusted source of enterprise data for 
reliable financial and management 
reporting?

 • Do we have the analytical tools we need 
to understand what’s happening across 
our business and make informed 
decisions?

 • Do we have the ability to sense opportu-
nities and risks in the marketplace? Do 
we have the nimbleness to respond to 
those opportunities and risks?

 • How do we ensure the health of working 
capital and cash flow?

 • Can we translate our long-term  
strategic growth plans into measurable 
short-term operating plans?

Responding to Market Demand While 
Managing Supply Chain Risk
Volatility in demand and supply, along  
with complex global networks, make  
supply chain processes riskier than ever. 
Investors know that to keep a business 
running smoothly, management needs a 
way to optimize the performance of its 
entire supply chain. The only way to do 
this is to invest in technology that provides 

a holistic view across supply chain pro-
cesses, as well as complete visibility into 
supply chain data.

To assess your organization’s supply 
chain performance and future indicators, 
you should ask questions such as:
 • How robust is our existing supply chain? 

Is it scalable to support growth?
 • Are supply risks well understood, and 

are risk management processes in 
place?

 • With the current state of our supply 
chain, can our products be made to 
world-class standards now and in the 
future?

 • Are we operating at the most effective 
margin structure?

Boldly Assessing Business Risks
Given the incredible volatility in markets 
and supply chains today, leading compa-
nies are taking a preventive, real-time 
approach to governance, risk, and compli-
ance (GRC). They do this by automating 
risk and compliance monitoring activities, 
preventing risk events and compliance 
violations that diminish a company’s 
brand and reputation. 

Taking a hard, honest look at business 
risks is essential at this stage of your com-
pany’s evolution – and ignoring or glossing 
over these risk factors will trip you up 
under the scrutiny of professional inves-
tors. The following questions will help you 
recognize whether your business has 
clearly established best practices for risk 
management or has instead taken a frag-
mented, reactive approach:
 • As we utilize external capital to grow and 

become a more sophisticated opera-
tion, do we have the right governance 
(access controls and process controls) 
in place?

 • Do our internal controls engender insti-
tutional investor confidence?

 • Is our management team credible  
with external stakeholders, particularly 
with respect to having the pulse of the 
business?

 • Are our reporting capabilities where 
they need to be to efficiently meet the 
needs of our investors, regulators, and 
other stakeholders such as the stock 
exchanges?

 • Do we have fast and efficient closing 
processes in place that allow us to get  
a clear picture of our business results 
within a short time frame?

 • Are we able to work with existing and 
potential new regulations in the markets 
where we have listed our offering and 
the markets where we operate – which 
are increasingly global?

Empowering Your People to Achieve 
Business Objectives
For most organizations, their single  
greatest asset is their people. That’s why 
leading companies invest in ways to fully 
leverage their human capital and maxi-
mize their contribution to the success of 
the business. It’s not just about whether 
you have a functioning HR department. 

To assess the maturity of a company’s 
human capital management processes, 
consider the following questions:
 • Do we have the capabilities to hire, train, 

and deploy the talent we need in key 
functional areas to grow the business?

 • What is our ability to retain and manage 
our existing talent?

 • Do we have the right HR structure in 
place, given our company’s growth 
trajectory?



gAIn A SOLId fOundATIOn fOR ImPROvIng PeRfORmAnCe

How SAP Can Help

As a world leader in business process 
improvement and automation, SAP has 
worked with companies to prepare them 
to successfully access the public mar-
kets. By working with SAP, companies 
gain a solid foundation for improving  
performance – and therefore their valua-
tions – over time. SAP helps companies 
achieve this in two ways:

 • By delivering integrated software  
and services designed to increase 
business visibility, efficiency, and 
effectiveness 

 • By offering complimentary value  
management services 

SAP SOfTWARe And SeRvICeS

Through our leading software and ser-
vices, SAP:

 • Provides real-time insight into the 
business and a single version of the 
truth. Through business analytics and 
enterprise information management 
solutions, SAP enables companies to 
spot emerging trends and adapt 
quickly to change course, as well as to 
keep the pulse of the business and 
communicate effectively with investors 
and other stakeholders.

 • Helps ensure strong controls and 
risk awareness and management. 
Automating access controls and pro-
cess controls enables companies to 
focus on the most important aspect of 
risk management: operational risk. To 
balance risk and opportunity across 
the enterprise, SAP software helps 
incorporate risk and compliance into 
strategy, planning, and operational 
execution.

 • Builds assurance around existing  
revenue streams and enables  
top-line growth. SAP software enables 
companies to manage the entire order-
to-cash cycle and cash-to-cash cycle, 
directly tying individual customer 
information into the forecasting pro-
cess. This avoids information silos and 
gives leadership the information they 
need to be able to drive activity and 
outcomes in the highest-potential 
areas. As a world leader in mobility 
solutions, SAP provides the technology 
and insight to enable business to be 
securely conducted in the field.

 • drives to best-in-class supply chains. 
A global economy means that both  
opportunities and challenges become 
more visible as a public company dis-
closes more information. SAP software 
synchronizes planning, distribution, 
transportation, and logistics to collab-
orate, forecast, and operate better 
across the supply chain.

OPeRATIOnAL vALue CReATIOn  
And BuSIneSS ASSeSSmenT

For nearly 40 years, SAP has helped com-
panies run better by optimizing business 
process performance through technol-
ogy. Through its value management ser-
vices, SAP helps companies to improve  
at a business process level. KPIs and best 
practices allow companies to closely 
monitor and tune their performance by 
connecting the process with their busi-
ness outcomes.

In addition, the SAP value engineering 
team can provide comparables for thou-
sands of KPIs, as well as support for  
best practices for virtually every process 
by industry, geography, and company 
size. Companies use these resources  
to assess current performance, identify 
opportunities for improvement, prioritize 
those opportunities, and then track  
them to drive continued performance 
improvement.

SAP empowers companies through real-time  
insight into the business and a single version 
of the truth.

LeaRn MORe

SAP works with companies to prepare them 
to successfully access the public markets 
and set them up to maintain improved valua-
tions over time. For more information about 
value management, performance improve-
ment, or SAP products and services, contact 
your SAP sales representative or visit us at 
www.sap.com/private_equity.  

http://www.sap.com/private_equity/index.epx
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