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In today's fast-paced business environment, mergers and acquisitions (M&A) are common
strategies for companies looking to expand their market reach, diversify their product
offerings, or achieve synergies. However, the success of these transactions heavily
depends on the seamless integration of IT systems, processes, and people. SAP ERP
systems are widely used in large corporations to manage business operations and
customer relations, and they are notoriously complex and tightly integrated within the IT
landscape. Given this central role of SAP in managing enterprise resources and processes,

integrating SAP systems becomes a critical aspect of any M&A deal for organizations
running SAP. This article delves into the complexities and best practices of IT SAP
integration in M&A.
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INTRODUCTION

In today’s fast-paced business environment, mergers and
acquisitions (M&A) are common strategies for companies
looking to expand their market reach, diversify their
product offerings, or achieve synergies. However, the suc-
cess of these transactions heavily depends on the seamless
integration of IT systems, processes, and people. Given

the central role of SAP in managing enterprise resources
and processes, integrating SAP systems becomes a critical
aspect of any M&A deal for organizations running SAP. IT
SAP integration in M&A refers to the process of consoli-
dating and harmonizing the IT systems, particularly SAP
systems, of two or more merging companies. SAP systems
are widely used in large corporations to manage business
operations and customer relations. They are complex
enterprise resource planning (ERP) software suites that
handle a myriad of business processes such as finance,
HR, procurement, supply chain management, and more.
Although this article focuses on M&A integrations from

a SAP perspective, the integration strategy could be
applied to organizations using other ERP products like MS
Dynamics, Oracle, etc., with little tweaks.

Drawing on real-world experiences and expert insights,
this article delves into some of the commonly faced
complexities of IT SAP integration in M&A and best
practices to handle them, namely:

® Pre-merger planning

Integration strategy development

Data integration

Process integration

Technical integration

People and organizational integration

Risk management and governance

Future trends and technologies
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Figure 1. IT SAP Integration in M&A: key topics.
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PRE-MERGER PLANNING

Pre-merger planning is the bedrock upon which suc-
cessful integration is built. This stage is pivotal for
setting clear expectations, defining goals, and prepar-
ing for potential challenges. One of the primary tasks
is conducting thorough due diligence. This involves

a comprehensive evaluation of the IT landscapes of
both the acquiring and target companies. Key areas to
scrutinize include the versions of SAP in use, the extent
of customizations, the presence of SAP’s other satellite
systems, any third-party integrations, and the state of
data quality and infrastructure. Understanding these
aspects early on helps in anticipating integration chal-
lenges and planning accordingly. The following three
steps are crucial aspects of pre-merger planning.

Due diligence: evaluating the IT landscape

The due diligence phase is not just about identifying
what systems are in place but also about understanding
their intricacies and idiosyncrasies. For example, two
companies may both use SAP, yet one could be run-
ning the older ERP Central Component (ECC), while
the other operates on SAP S/4HANA This difference
alone can introduce significant complexity. In addition,
customizations tailored to specific business processes
might have been made and must be identified and docu-
mented. Data quality assessments are also crucial. Poor
data quality in one or both organizations can create
issues later on. Therefore, a detailed evaluation of data
quality and consistency is essential to support effective
data integration.

Pre-merger planning

Integration strategy
development

b |

Data integration

@ Process integration
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Identify integration objectives

Setting clear integration objectives is essential to align
IT integration efforts with the overall business goals

of the merger. These objectives may range from cost
reduction and revenue enhancement to operational effi-
ciency and strategic market positioning. For instance,

if the primary goal of the merger is to enhance market
share, the integration efforts should focus on systems
and processes that directly impact customer experience
and market operations. Defining such objectives helps
establish direction and priorities for the integration pro-
ject. Objectives may include streamlining operations to
reduce costs, enhancing data visibility across the newly
formed entity, leveraging combined data for improved
decision-making, and maintaining business continuity
with minimal disruption.

Assessing compatibility of SAP systems

Assessing the compatibility of SAP systems involves
examining the technical architecture, data models, and
process configurations of both organizations. This step
is critical to identifying potential conflicts that may
arise during the integration process. For example, if one
organization has heavily customized its SAP landscape
to support unique business processes, integrating these
with a more standard SAP setup in the other organiza-
tion may prove challenging. Compatibility assessments
should also consider the scalability and future-proofing
of existing systems. This includes evaluating the infra-
structure readiness for cloud adoption, since moving to
a cloud-based SAP environment can offer scalability and
flexibility benefits.

INTEGRATION STRATEGY DEVELOPMENT

After the pre-merger planning, the next phase involves
developing a robust integration strategy. This strategy
should be comprehensive, covering all aspects of inte-
gration from system consolidation to process harmoni-
zation. The key steps are:

¢ Aligning IT integration with business goals

® Defining the SAP integration scope

® Choosing the right integration approach

We describe each of these in more detail in the rest of
this section.

Aligning IT integration with business goals

IT integration should support the overarching business
goals of the merger. This involves close collaboration
between IT and business leaders to ensure that inte-
gration efforts are aligned with strategic objectives.
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Establishing a clear governance structure, ensuring
executive sponsorship and involvement, regularly
reviewing integration progress, and adjusting strategies
based on business feedback and market conditions are
key components of this alignment. For example, regu-
lar meetings between IT and business leaders can help
ensure that integration efforts are on track and aligned
with business goals. Adjustments can be made based on
feedback from these meetings, ensuring that the inte-
gration continues to deliver value to the business.

Defining the SAP integration scope

Clearly defining the integration scope is essential to
avoid scope creep and ensure focused efforts. The scope
should outline which systems, modules, and processes
will be integrated, standardized, or left as-is. This
includes decisions on whether to consolidate multiple
SAP systems into a single instance or maintain separate
instances for different business units. A well-defined
scope should address the extent of system consolida-
tion, processes that require harmonization, and critical
data elements that need to be integrated. For example, if
both companies have separate SAP systems for finance,
a decision needs to be made whether to integrate these
systems into one or continue operating them separately.

Choosing the right integration approach

Selecting the appropriate integration approach is
critical for the success of the project. The three main
approaches are phased integration, big bang integration,
and hybrid integration.

¢ Phased integration: This approach involves grad-
ually integrating systems and processes over time.
It reduces risk and allows for adjustments based on

Pre-merger due diligence
sets the stage for
identifying potential IT
integration challenges



feedback and issues encountered. For example, a
phased approach could start with integrating finan-
cial systems, followed by supply chain systems, and
finally HR systems. This allows each phase to be
thoroughly tested and stabilized before moving on
to the next.

® Bigbang integration: This approach involves
the simultaneous integration of all systems and
processes at a single point in time. While it can be
quicker, it carries higher risks if not meticulously
planned and executed. For instance, a big bang
approach might be suitable for smaller companies
with less complex systems, where the entire inte-
gration can be managed within a short downtime
window.

® Hybrid integration: This approach combines
phased and big bang methods, tailored to different
parts of the organization. It balances risk and speed
according to the specific needs and contexts of
different departments or functions. For example,
critical business functions might be integrated
using a big bang approach, while less critical func-
tions follow a phased approach.

DATA INTEGRATION

The integration of data from multiple systems is often
one of the most challenging aspects of SAP integration
in M&A. It involves migrating data from different SAP
and sometimes non-SAP systems into a unified SAP
environment while ensuring data integrity, consist-
ency, and availability. These elements are crucial during
amigration in order to avoid disruption in business
operations.

In addition to common data integration challenges, it is
also important to define clear approaches for managing
legacy systems and data harmonization.

Data integration challenges and solutions

Data migration presents several challenges, including
data inconsistencies, data loss, and downtime. Effective
solutions to these challenges include detailed data map-
ping and cleansing, incremental data migration, and
robust testing and validation processes.

¢ Detailed data mapping and cleansing: Ensur-
ing that data from different sources is accurately
mapped and cleansed before migration prevents
inconsistencies and duplications. This involves iden-
tifying key data elements, mapping these elements
across different systems, and cleansing the data to
remove duplicates and errors. For instance, custom-
ersin both the SAP systems with different IDs must

be mapped, deduplicated and unified into a single
customer after data integration.

¢ Incremental data migration: Migrating data in
phases reduces the risk of downtime and ensures
that any issues can be addressed without impacting
the entire system. This approach allows for testing
and validation at each stage of the migration, ensur-
ing data integrity and consistency. For example,
financial data could be migrated first, followed by
customer data, and then other operational data.

® Robust testing and validation processes: Imple-
menting comprehensive testing and validation
processes ensures data integrity and consistency
post-migration. This includes running test migra-
tions, validating data against predefined criteria,
and conducting thorough process testing to identify
and resolve issues before going live. For example,
test migrations can help identify potential issues
with data mappings or transformations, allowing
these to be addressed before the full migration.
In addition, setting up automated reconciliation
processes, implementing real-time data validation
checks, and establishing continuous monitoring can
help identify and rectify data issues promptly. For
instance, automated reconciliation processes can
compare data in the source and target systems to
identify discrepancies, ensuring data consistency.

Dealing with legacy systems

Legacy systems often have outdated data models and
formats, making integration with modern SAP systems
challenging. Strategies to address this include using
data transformation tools to convert legacy data into
compatible formats, establishing data governance
frameworks to maintain data quality and integrity, and
conducting pilot migrations to identify and address
potential issues before full-scale migration. For exam-
ple, data transformation tools can automate the con-
version of legacy data into formats compatible with
modern SAP systems, reducing the risk of data incon-
sistencies.

Harmonizing master data across entities

Master data is the core information describing a busi-
ness domain (e.g. Sales & Marketing, Manufacturing,
Finance, Procurement, etc.) and is required for business
process execution. Examples of key master data objects
include customers, suppliers, products/materials,
among others. Harmonizing master data involves stand-
ardizing key data elements of customer, vendor, and
product information across the merged entities. This
facilitates seamless operations and reporting post-inte-
gration. Developing a unified master data management
(MDM) strategy, engaging stakeholders from different
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Figure 2. Simplified view of a phased versus big-bang approach for SAP systems integration.

departments, and using MDM tools to automate and
enforce data standards are key steps in this process. For
example, a unified MDM strategy can ensure that cus-
tomer data is consistent across all systems, improving
customer service and reporting accuracy.

PROCESS INTEGRATION

Process integration involves aligning workflows and
procedures between the merging companies to create
unified and efficient processes. Key aspects of process
integration that require specific attention due to the
possible impact (positive or negative) on the integration
are standardizing business processes, addressing com-
pliance and regulatory requirements and managing
change while minimizing disruption. The impact on
the integration can be financial, driven by efficiencies
gained or missed, as well as compliance and regulatory
requirements.

When addressing process integration, it is important
to define clear guiding principles to follow and to align
goals and ambitions with a clear execution plan.

Standardizing business processes

Standardizing business processes involves aligning
workflows, business procedures and ways of working
between the merging companies. This can be achieved
through process mapping, gap analysis, and reengineer-
ing to create unified and efficient processes. Conduct-
ing workshops with key stakeholders to map existing
processes, identifying gaps and redundancies, redesign-
ing processes to eliminate inefficiencies and custom-
izations, and implementing process automation are
essential steps. For example, process mapping can help

Compact 2026 March

identify differences in how each company handles order
processing, allowing these processes to be standardized
and optimized.

Addressing compliance and regulatory
requirements

Compliance with regulatory requirements is a critical
aspect of process integration. Adhering to industry
standards, legal requirements, and internal policies
helps mitigate legal risks and maintain operational
integrity. Conducting compliance audits, collaborating
with legal and regulatory experts, and implementing
compliance monitoring systems are key activities.

For example, compliance audits can identify potential
gaps in regulatory compliance, allowing these to be
addressed before integration.

Managing change and minimizing disruption

Change management is essential to minimize disrup-
tion during the integration. Effective communication,
training programs, and stakeholder engagement are
crucial for a smooth transition and buy-in from employ-
ees. Developing a comprehensive change management
plan, communicating the benefits and impacts of the
integration, providing training and support, and estab-
lishing change champions within departments can
facilitate the transition. For example, change champi-
ons can act as advocates for the integration, helping to
address concerns and build support among employees.

TECHNICAL INTEGRATION

Technical integration involves consolidating different
SAP environments into a unified platform and ensuring



seamless connectivity between systems. Given that SAP
systems are central to business operations, integrating
them with satellite systems can be particularly challeng-
ing when the environment is heavily customized. There-
fore, the three key focus areas of technical integration are
Integrating SAP Landscapes, Middleware & Integration
Tools, and Handling Legacy Systems & Customizations.

Integrating SAP landscapes

Integrating SAP landscapes involves consolidating differ-
ent SAP environments, such as ECC and S/4HANA, into
a unified platform. This requires a detailed assessment of
existing SAP environments, planning the consolidation
strategy, and implementing the integration in phases

to minimize disruption. For example, consolidating
financial systems first can provide immediate benefits in
terms of unified financial reporting and control.

Middleware and integration tools

Middleware and integration tools play a vital role in
facilitating seamless integration. Tools such as SAP PI/
PO, SAP Business Technology Platform’s Integration
Suite (BTP - IS), and third-party middleware solutions
can help connect disparate systems and ensure smooth
data flow. Evaluating different middleware options,
configuring middleware to ensure seamless data
exchange between systems, and monitoring and man-
aging middleware performance are key activities. For
example, SAP BTP-IS can provide a flexible and scalable
integration platform for connecting on-premises and
cloud-based SAP systems.

Handling legacy systems and customizations

Legacy systems and customizations can pose significant
challenges during integration. Assessing the neces-

sity of customizations and determining if they can be
replaced with standard SAP functionality, re-imple-
menting critical customizations in the new environ-
ment, and phasing out redundant legacy systems can
streamline the IT landscape and reduce maintenance
costs. For example, customizations that were critical

in the old system but can be replaced by standard SAP
functionality in the new environment should be phased
out to simplify the integration.

PEOPLE AND ORGANIZATIONAL
INTEGRATION

Managing the human aspect of integration is crucial
for the success of the project. This involves managing
talent transfer, providing training and support, and
fostering cultural integration.

Managing talent and expertise transfer

The transfer of talent and expertise is crucial for the
success of the integration. This involves identifying key
personnel, facilitating knowledge transfer, and retain-
ing critical talent to maintain business continuity. Con-
ducting talent assessments, implementing knowledge
transfer programs, and offering retention incentives are
key actions. For example, knowledge transfer programs
can include mentorship and training sessions to ensure
that critical expertise is retained and transferred to the
new organization.

Training and support for new systems and
processes

Comprehensive training and support programs are
essential to help employees adapt to new systems and
processes. Developing tailored training programs,
providing hands-on training sessions, and establishing
support systems are crucial steps. For example, tailored
training programs can address the specific needs of
different user groups, ensuring that all employees are
confident and competent in using the new systems.

Cultural integration and change management

Cultural integration is often overlooked but is vital for
the long-term success of the merger. Conducting cul-
tural assessments, organizing team-building activities,
and developing and promoting a unified corporate
culture can foster collaboration and mutual under-
standing. For example, cultural assessments can iden-
tify potential cultural conflicts, allowing these to be
addressed proactively through team-building activities
and communication initiatives.

RISK MANAGEMENT AND GOVERNANCE

Effective risk management and governance are essen-
tial for a successful integration. This involves identi-
fying and mitigating integration risks, establishing

a strong governance framework, and continuously
monitoring and controlling the integration progress.
We further elaborate on each of these elements below.

Identifying and mitigating integration risks

Identifying potential risks early on and developing
mitigation strategies is crucial for a smooth integration.
Common risks include data loss, system downtime, and
resistance to change. Developing a risk mitigation plan,
implementing robust testing protocols, and ensuring
continuous monitoring can help address these risks.
For example, conducting thorough risk assessments can
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identify potential integration risks, allowing these to be
addressed proactively.

Establishing strong governance frameworks

A strong governance framework ensures that the inte-
gration process is well-managed and controlled. This
includes defining roles and responsibilities, setting up
steering committees, and implementing robust moni-
toring and reporting mechanisms. Defining clear roles
and responsibilities for all stakeholders involved in the
integration process, establishing a steering committee
to oversee the integration, and implementing regular
progress reviews and reporting mechanisms are key
elements. For example, regular progress reviews can
identify potential issues early, allowing these to be
addressed before they impact the integration.

Monitoring and controlling the integration
progress

Continuous monitoring and control are essential to
ensure that the integration stays on track. Developing
key performance indicators (KPIs), conducting regular
progress reviews, and using project management tools
can help identify issues early and making necessary
adjustments. For example, KPIs can measure the success
of the integration in terms of system performance, user
adoption, and business outcomes.

FUTURE TRENDS AND TECHNOLOGIES

Emerging technologies such as artificial intelligence
(AD), machine learning (ML), and the Internet of
Things (IoT) are transforming SAP integration. Below,
we explain the impact of these technologies and

how exploring these trends can provide insights into
future-proofing IT landscapes and staying competitive.

Impact of emerging technologies on SAP
integration

Emerging technologies such as AI, ML, and IoT are
transforming SAP integration. Al and ML can auto-
mate and optimize various integration tasks, such as
data migration and process alignment. IoT can provide
real-time data insights, enhancing decision-making
and operational efficiency. Blockchain technology can
improve data security and transparency in the inte-
gration process. Cloud computing offers scalable and
flexible solutions for integrating diverse IT systems. For
example, Al and ML can automate data quality checks,
reducing the risk of errors and ensuring data consist-
ency.
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Future-proofing IT landscapes in M&A

Future-proofing involves adopting flexible and scalable
IT architectures that can adapt to changing business
needs. This includes leveraging cloud solutions, modern-
izing legacy systems, investing in innovative technolo-
gies, and building a robust cybersecurity framework. For
example, a hybrid cloud strategy can balance flexibility,
scalability, and control, providing a future-proof IT land-
scape that can adapt to changing business needs.

CONCLUSION

In conclusion, mastering IT SAP integration in M&A

involves several critical steps and considerations:

® Pre-merger planning is essential: Conducting
thorough due diligence to evaluate the IT landscape,
identifying clear integration objectives, and assess-
ing the compatibility of SAP systems are fundamen-
tal tolaying a solid foundation for the integration
process.

® Developing a robust integration strategy: Defin-
ing the integration scope, choosing the appropriate
integration model, and ensuring alignment between
IT integration efforts and business goals are crucial
for a focused and effective integration.

® Addressing data integration challenges: Over-
coming data inconsistencies, ensuring data integ-
rity, and harmonizing master data across entities
are key to achieving seamless data integration.

® Standardizing business processes: Aligning
workflows and addressing compliance and regula-
tory requirements help create unified and efficient
processes, while effective change management
minimizes disruption.

¢ Technical integration is crucial: Integrating SAP
landscapes, utilizing middleware and integration
tools, and managing legacy systems and customiza-
tions are vital for creating a unified IT environment.

® People and organizational integration: Manag-
ing talent transfer, providing comprehensive train-
ing and support, and fostering cultural integration
are essential for ensuring that the human aspect of
integration is successful.

® Effective risk management and governance:
Identifying and mitigating integration risks, estab-
lishing strong governance frameworks, and contin-
uously monitoring and controlling the integration
progress are necessary to keep the project on track.

® Embracing future trends and technologies:
Leveraging emerging technologies like AI, ML, IoT,
and cloud computing can enhance the integration
process and future-proof IT landscapes.

Engaging expert support can significantly increase the
chances of a successful integration, minimizing disrup-
tions and maximizing value.
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