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STIRLING GROWTH CAPITAL - A DIVISION OF STIRLING INFRASTRUCTURE
PARTNERS (SIP)
Stirling Growth Capital is the tech-focused division of SIP. Stirling Growth Capital has a unique mandate:
to enable the growth of innovative, scalable tech companies that will make an impact across sectors
and have a proven business model. Our primary focus is advising companies from series A to pre-IPO
on investment origination, evaluation, capital raising and go-to-market strategy. On a selective basis we
will advise companies at the seed stage. Our firm has a multidisciplinary team that provides financial
expertise informed by scientific and legal professionals to evaluate emerging technologies and ventures
through Stirling Growth Capital’s proprietary assessment methodology.

PURPOSE
This document provides an overview of the Enterprise Software industry, across its main segments and
across all life-stages of an Enterprise Software company. It further details how Stirling Growth Capital
can provide world-class advice to ensure access to capital, business scalability, winning expansion
strategy, among other key elements. We achieve this by making use of our own in-house developed
methodology to assess new tech business ideas to high levels of granularity, incorporating internal and
external variables that define high-performing business models.

1. INDUSTRY OVERVIEW: ENTERPRISE SOFTWARE
Enterprise software generally refers to computer software used to satisfy the needs of an organisation
rather than individual users – usually business-oriented tools used to manage business protocols, data,
documentation, customers, logistics, etc.

1.1. INDUSTRY BREAKDOWN AND MARKET SEGMENTATION
Enterprise software is generally categorised in two ways – software which perform a specific business
function, or software which service a specific industry vertical (Exhibit 1).
Exhibit 1: Categories of enterprise software
Q1 2018- Q2 2020. Percentages refer to the size of each segment relative to the entire enterprise
software industry.

Source: Hampleton Partners
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1.2. MARKET TRENDS & OPPORTUNITIES
The global enterprise software market amounted to $426 billion USD in 2020, and is anticipated to
exceed US $575 billion USD by 2024, with a projected compound annual growth rate (CAGR) of 4.1%
from 2020 to 2025.1 2
The market is monopolistic, with a large degree of specialisation and product differentiation within each
segment. From 2006-2016, the enterprise software landscape had seen a 20x increase in software
vendors due the proliferation of the SaaS model, which exponentially increased the ease with which
companies could buy, integrate, deploy and use enterprise software.3 The increased ease of software
generation via distributed computing and open source platforms has also led to the proliferation of
enterprise software providers.
While the trend of market fragmentation continues, there is simultaneously a large degree of
consolidation within the industry. In 2017, the top 6 enterprise software vendors (Microsoft, Oracle,
SAP, IBM, EMC and Amazon) accounted for over 42% of the total enterprise software market.4

Market Drivers & Forecast
Businesses’ desire to increase revenue and reduce cost have resulted in increasing demand for
enterprise software.
Enterprise software can drive business revenue by providing personalised software and marketing via
Business Intelligence and Customer Relationship Management products such as Salesforce. A focus on
customer experience is found to enhance customer retention rate by 5% and profits by 25% to 95%.5
Enterprise Software can further help to reduce both variable and operation costs through improving
efficiencies. Enterprise Resource Planning and Supply Chain Management software, for instance,
offer increased organisation efficiencies by reducing control and inventory management costs, and
integrating financial, business and accounting aspects of a business by providing an integrated central
database. Software which improve communication can further increase worker productivity and
improve employee satisfaction.6
An international e-commerce boom driven by platforms like Amazon and Alibaba is forecasted to
drive increased demand for enterprise market. Global e-commerce sales are currently valued at $4.13
trillion, attributed to growing numbers of digital buyers. E-commerce vendors, from ghost kitchens to
online retail merchants, will require Supply Chain Management software to improve last-mile fulfilment,
as well as enterprise software to minimise supply chain time and improve business management.7
In the immediate future, the Covid-19 pandemic also creates both risks and opportunities within the
enterprise software market. As companies face financial uncertainty during the pandemic, they may
reduce enterprise software spending to cut costs. Enterprise software businesses in the short run may
therefore experience greater churn rates and down-sell risks.
At the same time, however, the situation will also generate upside and opportunities for certain
segments of the enterprise software industry. Efforts to manage working capital will see a greater
demand for enterprise software products which assist to cut costs by integrating processes and
improving organisational efficiencies. As businesses adopt “shelter in place” and social distancing
policies, certain software which assist in remote working (e.g. Zoom, a video conferencing software) will
also see opportunities to increase market share.

Cloud Technology
A major factor driving the growth of enterprise software market is the growing trend of big data
analytics and cloud computing.8 Cloud enterprise software refers to enterprise software services which
store information and are accessible on-demand from a centralised server without the need for local IT
infrastructure or management by the user.
The global cloud enterprise software market is expected to reach $144.1 Billion by 2023, growing at a
CAGR of 14% from 2017 to 2023.9 The adoption of cloud-based software has been prevalent across
various enterprise software solutions (across Enterprise Resource Planning, Customer Relationship
Management, web conferencing etc.) as well as industry verticals such as manufacturing, healthcare,
retail and finance.
Cloud technology is expected to experience best-in-class growth through the COVID-19 pandemic
and bear market forecasts. This is because adopting cloud computing software will lead to immediate
upfront cost-savings as compared to enterprise software which require hardware IT infrastructure, and
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reduce maintenance and upkeep costs in the long run. Ability to access the cloud remotely, as opposed
to local servers, will also drive cloud computing demand due to the current trend towards distanced
working. Lastly, cloud computing will be an appealing solution to growing IT security concerns among
companies, as data stored on the cloud are less vulnerable to attacks and are more likely to be backed
up.
Small and Medium Enterprises (SMEs) are expected to drive demand for cloud enterprise software –
historically many SMEs were unable to afford the high costs of legacy enterprise software. With cloud
enterprise software, these businesses can access full-function applications at a reasonable price
without a substantial upfront expenditure for hardware and software, allowing them to rapidly scale
their business productivity and growth.

Artificial Intelligence (AI)
The combination of AI and big data is another driver of growth within the enterprise software industry;
in 2019 approximately 40% of the $1.7 trillion that companies spent on digital transformation
worldwide were related to the adoption of AI and big data. Forecasts show that, by 2025, at least 90%
of new enterprise software will embed AI.
The prevailing focus on AI adoption centres around top-line growth – 81% of pioneer AI adopters use AI
to increase revenue generation. For instance, AI is used by both B2B and B2C companies to customise
and personalise marketing and sales strategies, and can also be used to optimise pricing and product
development via predictive analytics.
At the same time, AI can also be deployed to cut costs by automating tedious manual processes. For
instance, customer support processes have been replaced with chatbots, while back-office roles can
also be automated to optimise supply chain and processes. AI can also be used to perform predictive
maintenance and repair work.
However, investments into the AI market do come with associated risks. For instance, ‘AI washing’, or
the using of AI as a marketing hyperbole, is prominent within the software markets. Investors must
therefore exercise caution in adopting or investing in AI technologies.
AI adoption will often also come with risks and delayed results. Criticisms of AI centre around the
delayed return on invested capital which AI offers – AI requires training and modelling based on
extensive data sets which may not be available at the outset, and mature AI systems require a great
deal of data to reach a proficient standard for use.

1.3. SUBSECTOR TRENDS
Exhibit 2: Products and services segmentation in enterprise software
Percentages refer to industry revenue relative to the entire enterprise software industry, 2015-2020.

Enterprise resource
planning software

Business intelligence
software

Customer relationship
management software

Supply chain
management software

Other software

Source: IBIS World

Enterprise Resource Planning (ERP)
ERP are tools which integrate different aspects of a business to deliver a suite of integrated business
applications. These tools share a common process and data model to integrate processes found in
finance, HR, supply chain, admin, etc. ERP are largely adopted for four purposes: catalysing business
innovation, improving business efficiency, standardisation of processes, and IT costs savings.
The global ERP software market was valued at $35.81 Billion in 2018, and is projected to reach $78.40
Billion by 2026, growing at a CAGR of 10.2% from 2019 to 2026.10 The market is driven by businesses
across industry verticals, prominently aerospace and defence, financial services, retail, manufacturing
and more – the financial services industry is poised to become the most frequent buyer of ERP. While
high maintenance and investment costs are the traditional impediments to ERP market growth, the
adoption of service ERPs (over software ERPs) based on subscription models is projected to expand the
Stirling Infrastructure Partners®
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ERP addressable market to more businesses across verticals and sizes.

Source: Forrester

The ERP sector is ultimately driven by producing the best business results for clients. It is therefore a
strong adopter of new technologies, by leveraging on them to provide innovative solutions. The top
5 ERP software by market share all offer cloud-based services, and are supported by proprietary AI
infrastructures (Exhibit 3).
Exhibit 3: Top 5 ERP software by US market share (2019)

The growth in mobile CRM is synonymous with growth in cloud-base CRM – cloud computing provides
the infrastructure for accessing CRM platforms remotely and from multiple devices. In 2008, only 12%
of businesses used cloud-based CRM – This figure has increased to 87% in 2020.
As consumer-facing marketing and personalised marketing strategies rise to the forefront of business
priorities (47% of businesses plan to increase spending on help desk and customer service software,
and 91% of businesses with over 11 employees now utilise some form of CRM), businesses are
expected to continue increasing investments into CRM solutions, driving the high growth in the sector.

Business Intelligence & Customer Analytics
Companies’ needs for data insights, customer analysis, and all kinds of business processes have
strongly increased due to digitisation and data that is collected online. This development drives the
demand business intelligence (BI) software, specifically cloud BI which offers features such as advanced
visualisation, personalised dashboards and data integration tools without users having to operate the
platform on premise. According to Forbes, 53% of companies are already leveraging big data analytics
to address their business issues and create an integrated business process.11
Cloud BI has thus seen exponential growth, with 48% of organisations saying that cloud BI is either
“critical” or “very important” to their operations in 2019.12 This trend is driven by enthusiasm among
small organisations of 100 employees or less, to whom the SaaS subscription / pay-as-you-go model
has the greatest appeal – low upfront and carrying costs, flexibility and ease of maintenance, and ease
of access to centrally processed data within the cloud ecosystem.
Amongst industry verticals, the retail and wholesale industry considers cloud BI the most important for
its ability to provide insights into improving customer experiences and streamlining supply chains.

Supply Chain Management (SCM)
Source: SelectHub

SCM software are used in the management of the manufacturing and distribution processes of goods
and services. These often include end-to-end vertical management - from the production of the
product from raw materials to the delivery of the product to end consumers.

Customer Relationship Management (CRM)
CRM is currently the leading sector in the enterprise software market, comprising 34.2% of the market
share. In fact, CRM is expected to reach more than $80 Billion in revenues by 2025. CRM is the leading
enterprise software segment as customer orientation is of great importance in digital business
environments in order to stand out from the competition.
The adoption of mobile CRM is a key driver in the sector. Statistics from Forrester have shown that 50%
of teams improved their productivity by using a mobile CRM, while a Nucleus Research report finds that
for companies using a mobile CRM, 65% are achieving their sales quotas. Meanwhile, only 22% of reps
using non-mobile CRM have reached the same targets (Exhibit 4). The global mobile CRM market is
therefore forecasted to grow 11% to $15 Billion worldwide in 2020 as businesses seek to connect with
their customers through their mobile devices, especially driven by greater reliance on BYOD (bring your
own device) and distanced working trends due to the COVID-19 pandemic.
Exhibit 4: Sales performance of companies with and without mobile CRM
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SCM software keep inventories down while ensuring that the speed of flow of the product through the
chain is optimised.13 They generally address workflow in three main areas – product flow, information
flow, and financial flow. To better integrate workflow across locations and companies, SCM software are
increasingly adopting web-based systems and cloud SaaS models. With the increase in E-commerce,
the need to improve last-mile delivery services is expected to drive growth within the SCM sector.

Other Software
Other forms of enterprise software address business needs – these include information management
systems, design testing & simulation modelling, video conferencing software, and vertical market
software.
Vertical application software refers to software developed for niche markets, such as legal, healthcare,
financial, oil & gas etc. While vertical applications often face less competition due to product
differentiation and barriers to entry, they face increased risks including smaller total addressable
markets and susceptibility to the performance of the specific markets they cater to. Most notably,
the healthcare vertical has seen immense growth and high-value deals – most notably in 2018, when
Athenahealth sold for $5.7 billion USD to Veritas Capital and Evergreen Coast Capital and Roche bought
Flatiron Health for $1.9 billion USD. This trend is expected to persist in the near future due to the focus
on healthcare as a result of covid-19.
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2. TRANSACTIONS & CAPITAL
2.1. TRANSACTION TRENDS
Trends in M&A investments: appetite for value creation via synergies
The M&A climate in enterprise software is driven by the consolidation by large strategic players in the
enterprise software market (Exhibit 5).14 Large players consolidate to generate value through returns
on investments – through integrating smaller enterprise software systems, consolidators seek to create
streamlined toolchains which support delivery at scale and keep software aligned to business strategy.
Exhibit 5: Largest consolidators in the enterprise software sector
Number of transactions includes both disclosed / undisclosed deal volume. Only transactions
announced during the time period from 2014H2-2016H1 are included.

Source: GP Bullhound

The bearish economic outlook following the Covid-19 pandemic has seen a temporary slowdown in
M&A transactions amidst economic uncertainty (Exhibit 6). However, growth is still forecasted within
the industry, with enterprise software revenue expected to rise at an annualised rate of 5.1% to $106.1
Billion over the five years to 2025. Acquisitions are expected to recover, especially within sectors where
businesses develop breakthrough technologies, where synergies can be gained through integration of
new technologies. We forecast that a growth in deal volume will be driven by smaller, tuck-in deals for
smaller players - This is especially because much of the product innovation in enterprise technology is
coming from smaller, best-of-breed private start-ups.15
Exhibit 6: Trailing 30-month median multiples
2H 2013-1H 2020. Vertical axis refers to number of deals. Multiples calculated from USD.

Source: Hampleton Partners
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Trends in VC and PE investments: opportunities across global markets
Despite bearish forecasts, private equity has continued to invest, accounting for a third of all
transactions in the enterprise software sector in the first half of 2020.16 This trend extends across
fund stages – increasingly VCs and PE managers have created dedicated venture and growth funds for
investing in younger companies, while at the same time partnering with Limited Partner investors to
undertake large-size acquisitions of established portfolio companies.
The trend is expected to persist. PE dry powder has increased in 2020, with a total of USD 1.5 trillion
in dry powder among private investors currently.17 At the same time, lowered valuations and increased
take-private momentum due to sombre public market outlooks have led to an increase in private
market transactions.

2.2. OPTIMAL VALUATION
To achieve optimal valuation for a start-up within this space, Stirling Growth Capital has identified
certain best practices that companies should adopt.
Companies should adopt prime financial management structures to secure balance cash flow and
financial health – these include measures to control customer acquisition costs, as well as active
monitoring of cash burn rates. Companies should further ensure legal protection for their businesses
– legal compliance and robust intellectual property protection must be in place to protect the value of
the business model and products.
In terms of product development, companies should ensure that their product offering possesses a
unique selling point that differentiates its product from those existing in the market – this is especially
so for fragmented markets within enterprise software where the proliferation of SaaS has led to an
influx of new players. In order to maintain a competitive advantage, companies must not just be able to
explain the scientific innovation behind their product, but also continuously innovate and update their
product to ensure that the products fulfil an existing ‘demand-gap’ not satisfied by incumbents.
At the same time, market players or companies seeking to enter a market should actively monitor their
total addressable market to ensure that the specific market they are entering into has sufficient scope
for growth in the long run, and demand is capable of sustaining new entrants into the market.
Lastly, when participating in capital raises, companies must be able to identify and source the right
capital for their business – from public capital markets to strategic acquirers to financial sponsors, only
the right form of investment can optimise a company’s growth and help it achieve its objectives.

2.3. OPPORTUNITIES & RISKS
While the SaaS framework for enterprise software businesses has experienced exponential growth, it is
no longer a blue ocean market – almost every sector, in every industry vertical, of enterprise software
operates on a prima facie SaaS framework; large legacy players like Oracle and SAP have also adopted
similar models for their products. The challenge, therefore, is to identify opportunities within high
growth segments within the SaaS enterprise software industry. In a SaaS industry which grows at 3040% annually, only companies with 40-50% annual growth rate are considered truly ‘fast-growing’.18
Specifically, cloud, Big Data and AI have taken centre-stage. Businesses which not just adopt these
technologies, but also utilise them in an optimal manner to provide the best value-added services
to consumers, will derive the greatest valuation. For instance, cloud solutions operating in industry
verticals where large swathes of data exist in local server and data infrastructures must be able to
provide hybrid cloud solutions which allow a seamless transition to cloud services. At the same time,
cloud and data analytics services should be accompanied with relevant privacy regulation compliance
(e.g. GDPR in the UK) and cybersecurity measures to ensure the safety of data.
In terms of risks to investments, investors should watch out for, and businesses should distinguish
themselves from, ‘cloud washing’ or ‘AI washing’ marketing tactics where vendors rebrand an old
product as cloud or AI without employing actual cloud or AI technologies. Investors should also be
cognisant of the cash flow risks that come with a SaaS revenue model. Since customers no longer
purchase perpetual licences, instead opting for ‘pay-as-you-go’ options, customers no longer generate
predictable revenue for businesses, and businesses may therefore require more external funding.
This may pose greater funding risks for investors. The ease of changing vendors has also led to a
fast-moving market, where stable growth is difficult to predict; businesses which do not upgrade and
remain competitive will quickly lose out to competitors entering the market.
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FOR FURTHER INFORMATION
This report is a primer that presents our technology transaction team’s expertise in the enterprise tech software
market. Our strengths include raising capital from institutional investors, listed companies and private market
investors. The firm provides access to a global network for our clients to scale their business interests and also
provides comprehensive M&A transaction services.
For further information please contact:
Stirling Infrastructure Partners Limited
84 Brook Street
London
W1K 5EH
Tel: +44 (0)20 7629 3030
contact@stirlinginfrastructure.com
www.stirlinginfrastructure.com

DISCLAIMER
This document has been developed by our analysts and does not constitute investment advice. It is prepared for
information purposes only and does not constitute an investment recommendation.
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