
 

White Paper: How to Think About 
Product-Based M&A 
Authored by: Olliver and Douglas Partners 

 

1. Executive Summary 
For many growth-stage software companies, historical acquisition strategies often focus on 
Market Penetration: acquiring competitors with comparable core platforms to build revenue 
volume, increase market share, and realize cost synergies. While this strategy builds scale, it 
relies heavily on "industrialized" customer migration and rarely addresses the evolving 
technological needs of the customer base. 

As markets mature, customers demand advanced functionality beyond the core commodity 
service. Developing these advanced features in-house can be time and cost-prohibitive, often 
taking 18+ months to reach commercial viability. This delay risks leaving critical gaps in the 
product roadmap by the time the company seeks a future exit. 

To remain competitive and maximize valuation, platforms must pivot towards a 
Product-Based Acquisition Strategy. This approach focuses on acquiring "Type 3" 
targets—companies offering specialized, complementary functionality (e.g., AI automation, 
Customer Data Platforms) or deep vertical integration. This strategy is not merely about 
adding revenue; it is about Speed (expediting the roadmap), Differentiation (acquiring 
unique IP), and Value (adding quality Gross Profit with a pathway to EBITDA). 

 

2. Strategic Framework: Moving Beyond Consolidation 
To categorize M&A options effectively, companies should utilize the Ansoff Matrix to balance 
risk and growth objectives. 

●​ Market Penetration (Consolidation): Acquiring competitors with similar products in 
existing markets. The goal is scale and cost synergy. 

●​ Product Development (The Pivot): Acquiring new capabilities to sell to the existing 
customer base. This leverages current market relationships but introduces technical 
integration risk. 

●​ Diversification: Entering new markets with new products. High risk; usually reserved for 
massive conglomerates. 



 

 

​
 

The Acquisition Profiles 
Potential targets generally fall into three distinct profiles for a platform business: 

Type 1: The Direct Competitor (Scale) 

●​ Profile: Companies with a feature set identical to or slightly less developed than the 
acquirer’s flagship product. 

●​ Value: Pure financial growth (EBITDA/Revenue) and customer base acquisition. 
●​ Strategic Verdict: POSITIVE. Essential for building critical mass, provided the migration 

approach is industrialized and low-risk.​



 

 

Type 2: The "Better Feature" Competitor 

●​ Profile: Competitors offering the same core service but possessing specific advanced 
features the acquirer lacks. 

●​ Strategic Verdict: NEGATIVE / HIGH RISK. Acquiring a parallel platform solely for a 
specific feature often leads to "Tech Debt." The acquirer is forced to either maintain two 
separate codebases (e.g., different languages/stacks) or undertake a painful, years-long 
migration just to reach feature parity. It is often cheaper to build the feature than to buy a 
redundant platform.​
 

Type 3: The Functional Extension (The Future) 

●​ Profile: Complementary platforms that do not replicate the core service but enhance it. 
○​ Horizontal: Specialized tools applicable to all users (e.g., Workflow Automation, AI, 

CDP). 
○​ Vertical: Industry-specific workflows (e.g., Healthcare Value Chain). 

●​ Strategic Verdict: STRATEGIC PRIORITY. This transforms a commodity provider into a 
comprehensive solution, expanding the routes to market and increasing "stickiness".​
 

3. The Type 3 Opportunity: Horizontal & Vertical 
Specialization 
Horizontal Specialization 
These targets provide "best-in-class" functionality that sits across all industries, enhancing 
the value of the core platform. 

●​ Intelligent Automation (AI & Chatbots): 
○​ Rationale: Generative AI is revolutionizing customer engagement. An acquisition can 

jumpstart an AI roadmap by years, instantly providing "smart" capabilities that would 
take significant R&D resources to build from scratch.​
 

●​ Customer Data Platforms (CDP): 
○​ Rationale: Customers need to visualize ROI and predict trends. A CDP shifts the 

platform from an "execution tool" to a "strategic asset," enabling 
hyper-personalization.​
 

●​ Workflow Orchestration: 
○​ Rationale: The ability to chain events (triggers -> actions) is essential for modern SaaS. 

Buying a proven "drag-and-drop" builder allows the platform to match market leaders 



 

immediately.​
 

Vertical Industry Specialization 
Acquiring vertical-specific software allows a generalist platform to offer a "Turnkey 
Solution"—a complete business package rather than just an API. 

●​ Healthcare: Patient appointment booking systems + Communication infrastructure.​
 

●​ Retail/E-commerce: SME CRM or Loyalty platforms + Communication infrastructure.​
 

●​ Education: School Management Systems + Communication infrastructure.​
 

4. Evaluation Criteria: What We Need to Believe 
To ensure a "Type 3" acquisition is viable, the target must pass a rigorous set of strategic and 
technical filters. 

Strategic Criteria 
1.​ Speed to Value: The acquisition must expedite the roadmap significantly (e.g., saving 12+ 

months of development time).​
 

2.​ Differentiation: It must add unique capability or IP that provides an immediate 
competitive advantage.​
 

3.​ Market Fit: The customer base must align with core regions to minimize regulatory, 
compliance, and language friction.​
 

4.​ Talent Density: The target should bring domain expertise in areas the acquirer lacks. 
Assessing "Key Person" dependencies and flight risk is critical.​
 

Technical Due Diligence 
Before proceeding, the target's technology stack must be audited against the following: 

●​ Architecture: Is it Cloud-native or Legacy? Are the data hierarchies compatible with the 
acquirer's core platform?.​
 

●​ Code Quality: What is the automated testing coverage and deployment frequency?.​
 

●​ Security & IP: Are there open-source vulnerabilities? Is the platform GDPR/Data 



 

sovereignty compliant?.​
 

●​ Stability: What are the uptime metrics and Mean Time To Recover (MTTR)?.​
 

5. Operational Models: Integration Strategy 
How the acquired technology is integrated is a key decision point that drives cost and 
complexity. We define four primary models: 

 
1. Embed Code (Deep Integration) 
●​ Concept: The acquired technology is treated as a feature set. The code is 

copied/migrated directly into the acquirer's flagship platform. 
●​ End State: The acquired platform is decommissioned once data and customers are 

migrated. 
●​ Best For: Incremental builds or features tightly aligned with the core strategy 
●​ Requirement: High code language compatibility.​

 

2. API Integration (Loose Coupling) 
●​ Concept: The acquired platform remains standalone. An API integration is built to allow 

customers to access the new functionality seamlessly (e.g., Single Sign-On). 
●​ End State: The platform endures with its own support structure. 
●​ Best For: Complex, specialized platforms (e.g., Conversational AI) where deep code 

integration is too risky or complex. 
●​ Requirement: Target must have a strong API-first architecture and stability.​

 

3. Hybrid 
●​ Concept: Core features are embedded into the main platform, while advanced/niche 

features are accessed via API. 
●​ Risk: Higher cost implications due to requiring both migration and integration work.​

 

4. Internal Synergies ("Dogfooding") 
●​ Concept: Utilizing the acquired technology (e.g., Chatbots) to support the acquirer's own 

internal processes, such as Customer Support, to drive cost savings independent of 
external sales revenue.​
 



 

 

6. Process & Next Steps 
To execute this strategy, organizations should move from reactive deal-flow to proactive 
targeting: 

1.​ Define the Mandate: Establish formal agreement between Commercial, Tech, and 
Product leads on the "Search Mandate" and "Red Lines" (e.g., minimum profitability, tech 
stack requirements).​
 

2.​ Partner to Validate: Before acquiring, engage with comparable companies via 
partnership (API integration) to prove value, customer demand, and revenue viability.​
 

3.​ Intelligence Gathering: Leverage internal networks (General Managers, Product Leads) 
and external tools (e.g., Inven) to build a consolidated pipeline of targets.​
 

4.​ Model the Integration: Develop a detailed "Integration Cost Model." Don't just model the 
finances; model the operating structure. Who does the acquired CTO report to? How is 
the product roadmap aligned?.​
 

Conclusion: By systematically evaluating "Type 3" targets against these strategic, technical, 
and operational frameworks, companies can leverage M&A not just for size, but for 
capability—creating a defensible, multi-faceted platform that commands a premium valuation. 
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