
The Importance of 

                           IT in M&A  

               – the Whys & the Whats

Room for improvement
Have you attended a management presentation where IT is the last agenda item and due to time constraints it never gets 
covered? Have you read a VDD (Vendor Due Diligence) report where IT is highlighted as an area for “further investigation”? 

There is a high likelihood that you recognize these situations. The fact is that IT is rarely considered in sufficient depth during 
an M&A transaction and tends to be relegated to a side show. This is a costly mistake to make, as IT is playing an increasingly 
crucial role in determining the success of a transaction.

In our recent survey, Creating value beyond the deal, both sellers and buyers highlighted that IT should be considered more 
carefully during an M&A transaction:

• On the sell-side, almost 85 percent of executives believe 
they could improve or significantly improve their IT 
planning when it comes to recent divestments.  For 
example, sellers may reduce the need for costly and 
lengthy Transitional Service Agreements by pulling forward 
separation planning earlier in the transaction cycle. In 
addition, sellers may optimize proceeds and minimize 
post-deal “surprises” by leveraging due diligence as an 
opportunity to uncover a more comprehensive depiction 
of the IT environment. However, despite the potential to 
create value, almost half of divestors surveyed indicated 
they had never performed sell-side diligence. 

• Buyers offered a similar perspective indicating that IT is 
the due diligence area with the largest room for improve-
ment. Over 70 percent of executives say they need to 
increase their focus on IT environment, technology and IP 
during the acquisition process in order to evaluate invest-
ments required, strategic fit and extract the full transaction 
value. 
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Practicing what we preach

While it’s clear that sellers and buyers are aware of the issue, 
what does this mean in practice?  To answer this question, 
we need to look at this from a Sell- and Buy-side perspective 
respectively.

The Seller’s perspective:
•	 Bring	clarity	and	transparency – provide an IT due 

diligence report that presents a fair and comprehensive 
picture of the IT landscape. An IT due diligence report 
should describe how the IT environment supports the 
business, the spend profile, IT projects as well as oppor-
tunities and risks.  The aim is that the Buyer should feel 
comfortable that there are no “hidden” technology risks, 
and thus avoid a risk premium on the purchase price.

•	 Streamline	and	simplify – before the transaction process 
starts, identify and quantify the potential cost savings, 
for example decommissioning unnecessary systems and 
simplifying the IT environment.  Companies can normally 
gain significant savings by redesigning IT services delivery 
and renegotiating the contracts for consumables and 
capacity-based IT services.  

 It is important to keep in mind that annual IT savings will 
often be paid off manifold because of the way the pur-
chase price of a transaction is determined as a multiple of 
EBITDA. 

•	 Prepare	a	carve-out	plan – if the transaction involves a 
carve-out, prepare a carve-out report, outlining the de-
pendencies and the stand-alone requirements. In addition, 
as part of the pre-deal process, establish a governance 
structure and appoint carve-out leaders to enable efficient 
decision-making and minimize business disruption to both 
you and the Buyer. 

 Attention to IT is particularly important in the context of a 
carve-out as it represents a significant and costly part of 
the separation. For example, miscalculating the level of 
dependence on the Seller’s systems could leave the Seller 
with stranded costs or prolonged Transitional Service 
Agreements.

The	Buyer’s	perspective:	
•	 Focus	your	attention – you will have limited access 

and time to evaluate the Target’s IT environment during 
an M&A transaction.  Thus, it is important to establish 
initial IT views early in the transaction cycle, including the 
importance of technology for the business operations, the 
expected strategic direction, and the need for scalability 
and functionality. By defining the expected IT require-
ments, you will be able to focus your attention on the key 
technology aspects during the often short due diligence 
phase. 

•	 Conduct	an	IT	due	diligence – prepare a data request list 
with questions about IT strategy, IT landscape, personnel 
and spending. Request access to the sell-side IT team 
and thoroughly review the documents provided as well as 
cover the more qualitative elements in structured meet-
ings.

 Use industry benchmarks to compare the target with 
peers, this is always a good way to validate your findings 
and analysis. Seek opportunities to see how IT is used in 
the business and ask users to provide their uncensored 
view of the systems and tools.   

•	 Assess	IT	costs – develop a clear understanding of the 
IT spend, including what is contained within the IT budget 
and what is “hidden” in other functional areas. Benchmark 
and assess the relevance of the current IT spend – for 
example are there opportunities to reduce spend through 
potential synergies or other strategic initiatives?

 Verify that there is no technical debt indicating that IT 
spend may increase going forward.  Finally, assess the 
need for costly one-off investments in relation to “must-
do” IT projects and validate if these investments can be 
accommodated within the business plan forecast. 

•	 Develop	an	IT	plan – develop a plan for the post-closing 
IT activities. Having a robust plan, detailing resource 
requirements, milestones and interdependencies with 
other non-IT initiatives, will support structured delivery of 
required IT changes.  Doing this plan early in the transac-
tion process will also ensure that there are no delays after 
the transaction closes, when deal fatigue often sets in and 
conflicting priorities need to be resolved. 

Conclusion
There is a strong realization in the M&A 
community that IT needs to be considered more 
carefully. Sellers and buyers can do more to 
make IT a priority on the agenda. From a sell-side 
perspective, this means thoroughly depicting the 
IT environment to the potential buyers as well as 
outlining potential improvement opportunities in 
order to lock in the full value of the business.  

From a buy-side perspective, this means 
assessing the alignment between IT and business 
strategy and the potential need for significant 
investments and disruptive changes which 
may be factored in during the purchase price 
negotiations. 
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