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Executive Summary

NetSuite’s journey — from its founding by Oracle veteran Evan Goldberg in 1998 to its $9.3 billion acquisition

by Oracle in 2016 — exemplifies the rise of cloud-based enterprise software. As one of the very first Software-

as-a-Service (SaaS) ERP providers, NetSuite pioneered multi-tenant, web-hosted business applications long

before “cloud” became a buzzword. Founded with heavy backing from Oracle co-founder Larry Ellison,

NetSuite grew steadily through the 2000s via rapid customer growth, product expansion (including OneWorld,

SuiteCommerce, and SuiteCloud), and strategic acquisitions (e.g. OrderMotion). Its Initial Public Offering
(IPO) in December 2007 raised $161 million (valuing NetSuite at ~$1.55 billion) (www.thestreet.com) and

cemented its status as a SaaS innovator. Even as it remained unprofitable, NetSuite showed remarkably

consistent growth — e.g. revenue grew 85% to $67.2 million in 2006 (www.sfgate.com) and continued around

30% per annum by 2016 (channellife.com.au) — attracting both investor attention and larger competitors’

notice.
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By mid-2016, Oracle — itself transitioning from on-premise solutions to cloud offerings — saw NetSuite as a key
complement to its portfolio. Oracle announced a definitive agreement on July 28, 2016 to acquire NetSuite at
$109 per share (approximately $9.3 billion total) (www.oracle.com), reflecting a 19% premium. The deal was
cleared by regulators (final antitrust clearance came Sept 26, 2016 (www.prnewswire.com)) and closed on
November 7, 2016 (www.oracle.com). Oracle’s leaders (Co-CEOs Mark Hurd and Safra Catz) publicly
emphasized that NetSuite would co-exist as a largely standalone business unit (so as not to disrupt its
momentum) and that the acquisition would bolster Oracle’s cloud ERP presence (www.cfo.com)
(itbrief.com.au). Critics noted Ellison’s dual role (he personally owned ~40-66% of NetSuite) and questioned
the high valuation (www.theinformation.com) (www.inddist.com). In practice, key NetSuite executives (co-
founder Evan Goldberg and CEO Zach Nelson) initially remained in leadership, guiding an Oracle NetSuite
“global business unit” with autonomy (cloudwars.com) (diginomica.com).

This report offers a comprehensive history and analysis of NetSuite from inception through the Oracle
acquisition and beyond. It covers: the technological and market context of cloud ERP; NetSuite’s founding,
financing, and product strategy; its financial and customer growth; major partnerships and acquisitions;
perspectives of competitors and analysts; the acquisition process and deal rationale; and post-merger
integration and outcomes. Evidence is drawn from financial filings, contemporaneous news articles, executive
commentary, and industry analyses. Several real-world examples (case studies) illustrate how companies
adopted NetSuite solutions. Finally, the report discusses the implications of these events for the broader
enterprise software landscape — including how NetSuite under Oracle has continued to innovate (e.g. with
embedded Al features) — and casts forward to future trends in cloud ERP.

Introduction and Historical Context

Enterprise software and ERP: Enterprise Resource Planning (ERP) systems automate core business
functions (finance, HR, procurement, etc.) and have long been dominated by large on-premise products (SAP,
Oracle E-Business Suite, PeopleSoft, etc.) that required heavy local IT investment. In the late 1990s, the idea
emerged of delivering business applications over the Internet on a subscription basis — the “software-as-a-
service (SaaS)” model. This lower up-front cost model promised to democratize access for small and mid-sized
companies, and reduce IT overhead. NetSuite was born in this era as a pioneer among SaaS providers.

Larry Ellison’s vision: According to NetSuite co-founder Evan Goldberg, Larry Ellison conceived the idea of
SaaS ERP for smaller businesses in the late 1990s. Ellison, then Oracle’s CEO, recognized that “all software
was going to be delivered over the web for the next 1,000 years,” and wanted a QuickBooks-like online
accounting solution for customers unwilling to manage their own databases or install software
(cloudwars.com). Goldberg, a former Oracle software engineer, recounts that in a “5-minute phone
conversation” with Ellison in late 1998, they decided to build “small-business accounting software delivered
on the web” and expand it into a full suite (adding CRM, eCommerce, etc.) (cloudwars.com). Thus Ellison
quickly funded Goldberg’s venture with seed capital (about $125 million over time (finansys.com)) and invested
in shaping what became NetSuite.

Founding and name: NetSuite actually began under the name NetLedger in 1998. It was co-founded by
Evan Goldberg and Larry Ellison (Ellison variously mentioned as a backer or co-founder) (www.sfgate.com).
Initially it focused on basic accounting and financials in the cloud. The name was changed to NetSuite around
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2002-2003 as the product expanded to include CRM, inventory, and other modules (erpsoftware360.com)
(finansys.com). The term “cloud computing” was not in common use at the time; NetSuite is often cited as
arguably the very first cloud-based business software company (www.cfo.com) (finansys.com). From the
outset, NetSuite's strategy was “browser-based” multi-tenant software: users simply logged in through a web
browser to access real-time data anywhere (finansys.com). Competing legacy products remained on-premise,
making NetSuite’s model highly differentiated.

Growth of SaaS market: The late 1990s and 2000s saw explosive interest in SaaS. Salesforce.com (co-
founded by Ellison protégé Marc Benioff) popularized on-demand CRM, going public in 2004. Oracle and SAP
began eyeing the cloud market. “Investor enthusiasm for hosted software business models” grew, although net
profits were initially rare (erpsoftware360.com). NetSuite rode this wave: by its IPO filing in 2007, it had
amassed thousands of SMB customers (5,300 by mid-2007 (www.internetnews.com)) across diverse
industries, serving mostly businesses under 1,000 employees.

NetSuite’s rise to influence: Over the years, NetSuite emphasized integration: accounting, CRM,
eCommerce, etc. in one suite (www.internetnews.com).It also built a cloud platform (SuiteCloud) for third-
party developers (2009) (finansys.com). Global capabilities emerged (OneWorld for multinational support in
2008 (finansys.com)). By 2015, NetSuite was regularly cited as the fastest-growing cloud ERP vendor
(reportedly leading the top-10 vendors in growth) (www.techmonitor.ai). Thousands of companies worldwide
(10,000+ by 2016 (channellife.com.au), and reportedly over 25,000 after joining Oracle) relied on it. Major
backers such as Oracle’s Ellison (controlling ~60% of shares (www.sfgate.com)) and others (e.g. Insight
Ventures, Bessemer, etc.) propelled its expansion.

Throughout its independent existence, NetSuite’s trajectory blended technological innovation with
entrepreneurial vigor. It remained unprofitable (accumulated losses of ~$193 million by 2006
(www.sfgate.com)) but continued high sales growth and investment in R&D. Commentators noted NetSuite's
position as “Larry’s other software company” — Ellison had hands-on influence and clearly intended it to push
into cloud markets. The company’s story — from startup Office in Redwood Shores to publicly-traded cloud
leader — is best understood against this backdrop of the early cloud era and Ellison’s vision for next-gen
enterprise apps (cloudwars.com) (www.sfgate.com).

Founding and Early Years (1998-2007)

Evan Goldberg'’s departure from Oracle in 1998, after rising to VP in the development organization, led directly
to NetSuite’s founding (cloudwars.com). The immediate inspiration came from a failed prior venture (mBed)
and the realization that small businesses lacked affordable, integrated management tools (cloudwars.com).
With Ellison’s backing, Goldberg shifted focus to “small business accounting software delivered on the web”
(cloudwars.com). This idea aligned with Ellison’s insight that businesses didn’t want to manage databases;
instead they could pay for hosted apps. By late 1998, NetLedger was operational, offering financials online.
Soon it added CRM and e-commerce functions, and rebranded as NetSuite (finansys.com)
(erpsoftware360.com).
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During these formative years, NetSuite epitomized the nascent SaaS model. Its software was built on Oracle’s
database and Java technologies, all running in third-party data centers (initially without a backup center — a
vulnerability noted in filings (erpsoftware360.com)). NetSuite marketed heavily to small- and mid-size firms
(below 1,000 employees) who could not afford or manage on-premise ERP (www.internetnews.com). The
subscription model (annual recurring revenue) meant slower initial returns, but promised higher lifetime value.

Larry Ellison’s involvement set NetSuite apart. Ellison put in about $93 million by 2007 and took roughly 61%
ownership (plus his children’s trusts held another ~13%) (www.sfgate.com). He did not immediately absorb
NetSuite into Oracle; analysts speculated this was “by design” to foster independent growth and potentially
generate a big exit or IPO. NetSuite even locked Ellison’s share in a trust to avoid control issues at the IPO
(erpsoftware360.com). Observers noted the irony that Ellison had helped found both Salesforce.com and
NetSuite, yet by 2007, Salesforce had returned far more on his investment (www.internetnews.com).
NetSuite’s strategy was to compete on integration: offering one suite, whereas more specialized SaaS apps
(like Salesforce for CRM) required complex integration. As NetSuite’s SEC filing proclaimed, this “offers
[NetSuite] a major advantage” (www.internetnews.com).

By 2006, NetSuite had achieved strong growth but no profit. For FY2006, record sales of $67.2 million were
up 85% from $36.3 million in 2005, yet the net loss, though reduced, was $23.4 million (www.sfgate.com).
This rapid revenue rise against a backdrop of narrowing losses earned NetSuite plaudits. A report observed
that “as customers accelerate their movement to cloud computing we believe NetSuite will continue to take
share from our competitors,” CEO Zach Nelson said (www.techmonitor.ai). In Q2 2009 (amid recession),
NetSuite still grew revenues to $40.3M (10% YoY) (www.techmonitor.ai), reinforcing its momentum. The
company reinvested guest capital into R&D (product development spend: $106.7M in 2014, up from $78.3M in
2013 (www.sec.gov)) to widen its functional footprint (finance, CRM, eCommerce, inventory, payroll, etc.).

Case Study - Early Customer Success: Even from inception, NetSuite attracted notable customers by
stressing lower cost and real-time insight. For example, Mountz Inc. (a precision manufacturer) abandoned a
Microsoft Dynamics deployment in favor of NetSuite’s OneWorld suite. CEO Brad Mountz explained that after
their sales plunged 40% in the dot-com bust, they needed a lighter model (cloudcow.com). NetSuite’s cloud
approach let them eliminate on-premise servers and align IT costs with usage, crucial for their turnaround.
Similarly, GoPro (the action-camera maker) used NetSuite OneWorld across finance and order entry; after
finding Salesforce insufficiently integrated, GoPro cited NetSuite’s single unified system as the solution
(cloudcow.com). These examples reflect the early promise: dynamic companies moved to SaasS for agility and
a consolidated business view.

IPO and Financial Continuity: The culmination of the first decade was the long-anticipated IPO (filed mid-
2007, executed Dec 2007). NetSuite went public with a Dutch auction offering of 6.2 million shares at $26
each, raising about $161.2 million (www.thestreet.com) and giving it a market cap around $1.55 billion.
Investors flocked despite scant profits: the stock popped 36% on its first trading day (www.thestreet.com).
Larry Ellison and family continued to hold a majority of shares (~66% post-IPO (www.thestreet.com)), reflecting
his conviction and shaping of NetSuite. In the IPO process, Ellison publicly locked up his holdings to address
conflict concerns (erpsoftware360.com).

NetSuite consulting - ERP integration - Finance & operations Page 5 of 23


https://erpsoftware360.com/netsuite-ipo.html#:~:text=,the%20company%20said
https://www.internetnews.com/it-management/netsuite-files-for-ipo/#:~:text=NetSuite%E2%80%99s%20ERP%20%C2%A0software%20is%20used,companies%20with%20under%201%2C000%20employees
https://www.sfgate.com/bayarea/article/NetSuite-filing-outlines-links-to-Oracle-CEO-2553841.php#:~:text=Ellison%20co,NetSuite%20even%20after%20the%20IPO
https://erpsoftware360.com/netsuite-ipo.html#:~:text=Snyder%2C%20a%20senior%20research%20analyst,percent%20worth%20about%20%24117%20million
https://www.internetnews.com/it-management/netsuite-files-for-ipo/#:~:text=NetSuite%20started%20out%20as%20NetLedger,the%20better%20return%20on%20investment
https://www.internetnews.com/it-management/netsuite-files-for-ipo/#:~:text=NetSuite%E2%80%99s%20software%20performs%20a%20variety,a%20major%20advantage%20over%20competitors
https://www.sfgate.com/bayarea/article/NetSuite-filing-outlines-links-to-Oracle-CEO-2553841.php#:~:text=backer%20and%20promising%20business
https://www.techmonitor.ai/technology/netsuite_sees_solid_revenue_growth_310709#:~:text=%E2%80%9CA%20recent%20industry%20report%20indicates,from%20our%20competitors%2C%E2%80%9D%20said%20Nelson
https://www.techmonitor.ai/technology/netsuite_sees_solid_revenue_growth_310709#:~:text=Hosted%20enterprise%20software%20vendor%20NetSuite,ago%20quarter
https://www.sec.gov/Archives/edgar/data/1117106/000111710615000011/a2014netsuiteform10-k.htm#:~:text=4%20%20www,December%2031%2C%202014%2C%202013%20and
https://cloudcow.com/content/suiteworld-2011-manufacturers-explain-benefits-of-cloud-applications/#:~:text=Mountz%2C%20which%20oversees%20quality%20of,accounting%2C%20OneWorld%20and%20CRM%20systems
https://cloudcow.com/content/suiteworld-2011-manufacturers-explain-benefits-of-cloud-applications/#:~:text=Steven%20Baumer%2C%20CTO%20at%20GoPro,prone%20order%20management%20process
https://www.thestreet.com/technology/netsuite-raises-161-million-in-ipo-10395342#:~:text=The%20San%20Mateo%2C%20Calif.,trade%20Thursday%20under%20the%20ticker
https://www.thestreet.com/technology/netsuite-raises-161-million-in-ipo-10395342#:~:text=raised%20%24161,55%20billion
https://www.thestreet.com/technology/netsuite-raises-161-million-in-ipo-10395342#:~:text=The%20celebrated%20investor%20is%20none,other%20than
https://erpsoftware360.com/netsuite-ipo.html#:~:text=Snyder%2C%20a%20senior%20research%20analyst,percent%20worth%20about%20%24117%20million

Houseblend

Post-IPO, NetSuite’s fiscal filings charted healthy growth. Total revenue was already ~10,000 customers by
2016, with 15 consecutive quarters of >20% revenue growth (channellife.com.au). The IPO brought capital to
fund further expansion of sales & R&D, including global rollout (Singapore data center launch 2015, etc.) and
new product lines. Gross subscription revenue (which forms the annuity base) climbed steadily, although
NetSuite continued running GAAP losses through 2016 (e.g. Q1 2016 GAAP loss $29.7M on $216.6M revenue
(channellife.com.au)).

By late 2015, NetSuite was widely recognized as the largest independent cloud ERP provider. Venture firm
Bessemer Ventures listed NetSuite’'s market cap at $7.8 billion by early 2015 (finansys.com), and it passed a
$1 billion run-rate in 2016 (finansys.com). The company had broadened beyond finance/ERP to include human
capital (SuitePeople by 2015), analytics (SuiteAnalytics), and commerce (SuiteCommerce, by integrating
acquired Bronto, OrderMotion technology) (finansys.com) (crp.com). NetSuite also cultivated a large
ecosystem of partners and resellers. By mid-2016, about 80% of NetSuite’'s customers were U.S.-based,
mostly SMBs (www.appsruntheworld.com), skewing towards professional services, wholesale, and retail
industries — consistent with its affordability and the industries’ need for rapid deployment.

Industry Recognition: Analysts often noted NetSuite’s dual role: a disruptor in ERP, and essentially Ellison’s
“other software business”. Forbes observed (in 2016) that Ellison’s 40% stake and Oracle connections had
fueled speculation of a future union (www.cfo.com). An early 2012 profile in Accountancy Age even headlined
“NetSuite results show loss and growth”, acknowledging that the Cloud pioneer was still losing money (Q2
2009 loss $5.0M) but steadily growing revenue (www.techmonitor.ai). By mid-2016, Oracle publicly claimed to
have ~13,000 SaaS customers (from its cloud apps) and envisioned growing to 25,000 including NetSuite
(itbrief.com.au) — a sign of scale ambition. NetSuite members received industry awards for innovation, and
many net-new ERP deals (often displacing Intuit QuickBooks or traditional on-premise systems) were
attributed to NetSuite’s suite model (www.appsruntheworld.com).

Thus by 2016, NetSuite’s historical context was clear: It had trail-blazed cloud ERP, delivered consistent
growth, and carved a leadership position in small-to-medium enterprise software, attracting Oracle’s attention
as part of a much broader cloud strategy.

Product Strategy and Market Position

Cloud-Native ERP and Suite Architecture

NetSuite’s product was built from the ground up as a multi-tenant SaaS application. Unlike legacy FRP
(financial/ERP) systems that were retrofitted onto the internet, NetSuite was born in the cloud. It was
delivered exclusively via web browser, on any device, with one shared codebase and database for all
customers. This gave NetSuite inherent advantages in upgradability and integration: all customers move
forward together when NetSuite rolls out enhancements. Moreover, the “one-stop suite” approach meant
NetSuite could cross-sell across modules (e.g. a company might start on accounting then add CRM or e-
commerce) seamlessly, without painful integration efforts.
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By contrast, legacy on-premise ERP or isolated SaaS apps required complex integrations. NetSuite
emphasized this unified view early on. As founder Evan Goldberg later noted, the “executive dashboard”
(combining key metrics from different modules) let entrepreneurs see everything about their business in one
place (cloudwars.com). Customers benefitted from being able to drill down on data across functional silos
(cloudwars.com). This integration thesis helped NetSuite win deals over piecemeal competitors. The company
often cited instances where clients replaced standalone systems (e.g. using Xero for accounting and
Salesforce for CRM) with the full NetSuite suite to eliminate data duplication and errors (cloudcow.com).

Target Market: SMBs and Mid-Market

NetSuite’s sweet spot was and remains companies too large for QuickBooks but too small or too
geographically distributed to use expensive on-premise ERP. According to multiple sources, NetSuite focused
on mid-market firms up to about 1,000 employees (itbrief.com.au) (www.appsruntheworld.com). It marketed
itself as flexible for global businesses (many small companies have international operations) and affordable for
startups/SMBs thanks to the subscription model. In 2016, NetSuite stated it served “more than 10,000
companies operating around the globe” (channellife.com.au), roughly 80% in North America
(www.appsruntheworld.com) and mostly in industries like professional services, retail, wholesale, and high-
tech manufacturing (www.appsruntheworld.com) (cloudcow.com).

The customer profile table below (based on a 2022 survey) shows the typical NetSuite user: a small-to-
medium enterprise in the U.S., not a huge conglomerate (over two-thirds are under $100M revenue)
(www.appsruntheworld.com). Notably, more than half of customers have 1-100 employees, reflecting
NetSuite’s SMB footprint (www.appsruntheworld.com). Industries weighted heavily toward services
(accounting, consulting) and software, where cloud adoption was fastest. In summary, NetSuite carved out the
“midmarket global ERP in the cloud” niche, while Oracle’s traditional ERP products targeted Fortune-1000
class.

Customer Segment Percentage (www.appsruntheworld.com)

United States — Companies 1-100 employees ~80% of customers; majority < $100M revenue

International (larger enterprises) Remainder — focus in APAC and EMEA reached via OneWorld
Industry sectors Predominantly Professional Services, Software/IT, Retail/Wholesale

Table: NetSuite typical customer profile (2022 data). Survey indicates ~80% U.S.-based SMBs (1-1000
employees, under $100M revenue), skewed toward service industries (www.appsruntheworld.com).

Competitive Landscape

NetSuite vs. Traditional ERP: NetSuite’'s emergence challenged the idea that robust ERP required big
servers. Although its feature set was narrower than full suites like SAP ECC or Oracle EBS, NetSuite argued
that its agility and lower total cost made it a superior choice for many midsize firms (www.internetnews.com)
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(itbrief.com.au). Large on-premise vendors were slow to address midmarket SaaS in the 2000s, giving
NetSuite a significant first-mover advantage. Later, all major ERP vendors introduced cloud versions (e.g.
Oracle Fusion Cloud ERP, SAP S/4HANA Cloud), but by then NetSuite had a loyal base.

NetSuite vs. Single-Function SaaS: NetSuite bundled CRM (Salesforce’s realm), Bl, and commerce
(Mercado environments) with ERP. While Salesforce dominated the CRM Saa$S space, NetSuite competed
directly by touting its integrated offering. In reality, many companies did use Salesforce + QuickBooks or
NetSuite as hybrid solutions; Over time NetSuite gained ground as a “one-stop” alternative (cloudcow.com). In
particular, mid-market CRM apps like Salesforce forced Oracle to buy them (Oracle acquired Siebel in 2006,
and later formed Oracle Cloud Apps), making NetSuite’s dual role interesting. Internally Oracle even called
Salesforce a “friend and foe” at times.

Wealth of Integrations: For companies with specialized needs, NetSuite offered an API and the SuiteCloud
Developer Network (SDN), allowing partners to build add-ons. It acquired products like TribeHR (2014) to add
HR features, Bronto (2015) for marketing automation, etc. These moves show NetSuite trying to assemble an
end-to-end suite in-house where possible, while still partnering for highly specialized needs.

Differentiation: NetSuite sold on faster deployment, transparent pricing (subscriptions), and continuous
upgrades. It also pitched that the “ecosystem” (the community of users and partners) was more nimble than
Oracle’s large enterprise user base. As TechDay (Australia) paraphrased Oracle Co-CEO Mark Hurd, the two
companies “don’t compete” because NetSuite went after up-to-1000-seat organizations and Oracle focused on
larger enterprises (itbrief.com.au). NetSuite’s very “cloud-born” culture meant it was often perceived as more
innovative (and less burdensome) by customers.

Sales Model: NetSuite sold through a combination of direct sales and an expanding reseller/partner channel.
By 2022, it reported an ecosystem of 850+ partners (www.appsruntheworld.com). Channel partners (system
integrators, resellers) helped NetSuite reach geography and verticals. For instance, many Microsoft Dynamics
consultants switched to NetSuite after Microsoft's Dynamics 365 rollout, drawn by attractive margins
(www.appsruntheworld.com). The strategy clearly leveraged the fact that many mid-market resellers were
comfortable with “cloud” subscription models (versus Oracle’s legacy licensing).

Case Study - ERP Replacement: As a multi-year process, NetSuite often won deals where customers
replaced disparate systems. A 2022 survey of 433 NetSuite customers revealed that the top displaced
software was Intuit QuickBooks (small business accounting) (www.appsruntheworld.com). In other regions,
solutions like Xero (Australia) and Microsoft Dynamics (North America) were frequently replaced. For example,
a holding company of ten manufacturing firms (Granite Partners) consolidated on NetSuite to standardize
finance across all subsidiaries, citing NetSuite’s robust multi-company support (www.appsruntheworld.com).
These displacements underscore NetSuite’s pull — even traditional on-prem vendors lose out as the mid-
market accelerates cloud adoption.
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NetSuite Growth Trajectory: Financials and
Operations

NetSuite’s financial history, as captured in public filings and news reports, shows a company heavily investing
for growth. Key highlights include:

+ Rapid Revenue Growth: Early on, NetSuite often achieved >50% YQOY growth. For FY2006 it reported
$67.2 M in revenue (up 85% from 2005’s $36.3 M) (www.sfgate.com). A decade later, Q1 2016 revenue
was $216.6 M (a 31% increase over Q1 2015) (channellife.com.au). Later, after Oracle’s acquisition,
NetSuite continued growing — one report noted 27% growth in a recent quarter (2022)
(www.appsruntheworld.com), with an installed base rising ~19% in 2022 to 32,000 customers
(www.appsruntheworld.com). These figures confirm NetSuite remained a leading high-growth enterprise
software company.

« Consistent Losses (GAAP): NetSuite did not post a GAAP profit until well after joining Oracle. In
FY2006 the net loss was $23.4 M (www.sfgate.com), despite $67.2 M sales. By Q1 2016 the GAAP loss
was $29.7 M (on $216.6 M revenue) (channellife.com.au). The company often pointed to non-GAAP
operating income (e.g. $9.0 M in Q1 2016 (channellife.com.au)) to show underlying profitability. Its cash
flows steadily improved: operating cash grew each quarter, e.g. 12% YOQY increase in Q1 2016
(channellife.com.au). It aimed to break even on cash flow (Opex covered by revenue) as an
intermediate goal (www.techmonitor.ai).

« Funding and Valuations: Beyond the IPO, NetSuite raised tens of millions from private rounds (not
exhaustively reported in news) and the IPO proceeds of $161M (www.thestreet.com). Investor interest
was piqued by Ellison’s involvement. By 2015, venture tracker Bessemer valued NetSuite’s equity at
$7.8 billion (finansys.com), reflecting broad confidence in cloud ERP. The Oracle acquisition offered
NetSuite’s shareholders a lucrative exit: at $109 per share, Ellison reaped about $3.4 billion for his
~40% stake (www.theinformation.com), and other insiders (Nelson, Goldberg) collected sums in the low
hundreds of millions (erpsoftware360.com).

Table - Selected Financial Metrics of NetSuite (2005, 2006, Q1 2016)

Period Total Revenue ($M) GAAP Net (Loss) ($M) Notes
(www.sfgate.com) (www.sfgate.com)
(channellife.com.au) (channellife.com.au)
FY2005 36.3 (38.2) 200% growth in 4 years; early high losses

(www.sfgate.com)

FY2006 67.2 (23.4) 85% growth YQOY; losses narrowed
(www.sfgate.com)

Q1 2016 216.6 (29.7) 31% growth YQOY; 15th consecutive quarter
of double-digit growth (channellife.com.au)
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Table: NetSuite financial snapshots. Early years show rapid sales growth with heavy R&D investment (hence
losses); by 2016 revenues were much larger and losses relatively contained.

Aside from topline metrics, NetSuite’s operational highlights include:

e Customer Growth: From a few thousand customers in 2007 (5,400 at IPO (www.thestreet.com)) to tens
of thousands by the mid-2010s. By 2016 NetSuite claimed “more than 10,000 companies”
(channellife.com.au). Independent surveys later (2022) reported mid-30k’s (www.linkedin.com).

« Employee count: NetSuite grew its workforce to ~5,000 by 2016 (channellife.com.au), expanding
sales, R&D, support teams globally. Oracle NetSuite now employs tens of thousands (though exact
figures are not public).

« Global Reach: Initially US-focused, it gradually expanded internationally (Europe, Asia Pacific, Latin
America). It opened data centers in Japan, Europe, Singapore, etc. By 2016 it sold in 15+ countries
(supported via OneWorld’s capabilities (finansys.com)).

« Partnerships: It became part of the Oracle ecosystem (post-2016), but even before that it partnered
with companies like Celigo (integration), Deloitte, and many system integrators to implement its
systems.

In summary, NetSuite’s rise was marked by high growth, heavy investment, and broad adoption. Its financial
trajectory mirrored other SaaS pioneers: early losses with reinvestment, eventually transitioning to leaner
operations as scale grew. These fundamentals provided context for Oracle’s decision to pay a premium in
2016 — Oracle was essentially buying two things: NetSuite’s growing revenue base and its extensive customer
franchise in cloud ERP.

Oracle’s 2016 Acquisition of NetSuite

Deal Announcement and Motivations

Context: By mid-2016, Oracle had committed to massively expanding its cloud services. Its public statements
emphasized that “the biggest company in the cloud” would dominate the market. Oracle’s own software-as-a-
service revenue, however, remained a small slice (~6.5-8% of its total) (www.cfo.com)
(www.theinformation.com). Its chief cloud rivals were Salesforce.com (roughly $6.7B revenue in FY2016) and
Workday, among others. To quickly close the gap, Oracle embarked on an acquisition spree (e.g. Opower,
Moat for analytics, DataFox). NetSuite was seen as a crown jewel in this strategy: a pure cloud ERP pioneer.

Announcement: On July 28, 2016, Oracle officially announced an agreement to buy NetSuite for $109.00 per
share in cash (about $9.3 billion total) (www.oracle.com). The deal price was about a 19% premium over
NetSuite’s unaffected share price (since $115.57 was its 2014 high) (www.cfo.com). Oracle’s press release
and executives framed reasons:

 Complementary Applications: Oracle’s co-CEO Mark Hurd stated on record that “Oracle and NetSuite
cloud applications are complementary, and will coexist in the marketplace forever” (www.oracle.com).
He promised heavy investment in both product lines. Safra Catz noted the deal would be immediately

NetSuite consulting - ERP integration - Finance & operations Page 10 of 23


https://www.thestreet.com/technology/netsuite-raises-161-million-in-ipo-10395342#:~:text=Founded%20in%201998%2C%20NetSuite%2C%20which,CRM
https://channellife.com.au/story/netsuite-strong-start-2016#:~:text=,says%20Zach%20Nelson%2C%20NetSuite%20CEO
https://www.linkedin.com/posts/netsuite_celebrating-31000-customers-activity-6942862205994360833-9Zxj#:~:text=Celebrating%2031%2C000%20Customers%20,organizations%20achieve%20their%20goals%2C%20one
https://channellife.com.au/story/netsuite-strong-start-2016#:~:text=,says%20Zach%20Nelson%2C%20NetSuite%20CEO
https://finansys.com/blog/brief-history-of-netsuite/#:~:text=In%202008%2C%20NetSuite%20released%20its,global%20support%20for%20multinational%20organisations
https://www.cfo.com/news/oracle-buys-netsuite-to-expand-cloud-presence/661455/#:~:text=Oracle%E2%80%99s%20stated%20mission%20is%20to,revenue%20in%20the%20fourth%20quarter
https://www.theinformation.com/the-flawed-logic-behind-oracles-netsuite-deal/#:~:text=There%E2%80%99s%20no%20question%20Oracle%20needs,sales%20during%20its%20fiscal%202016
https://www.oracle.com/corporate/pressrelease/oracle-buys-netsuite-072816.html#:~:text=Oracle%20,3%20billion
https://www.cfo.com/news/oracle-buys-netsuite-to-expand-cloud-presence/661455/#:~:text=The%20deal%20values%20NetSuite%20at,marketing%20operations%20in%20the%201990s
https://www.oracle.com/corporate/pressrelease/oracle-buys-netsuite-072816.html#:~:text=Oracle%20,3%20billion

Houseblend

accretive to Oracle’s (non-GAAP) earnings in the first full year (www.oracle.com).

» Scale and Global Reach: NetSuite’s CEO Zach Nelson said NetSuite customers would benefit from
Oracle’s global scale and reach, accelerating availability of cloud solutions in more industries and
countries (www.oracle.com). Oracle intended to leverage its international sales force and existing
relationships.

« Cloud Strategy: Investors widely interpreted the acquisition as Oracle betting on cloud ERP. CFO.com
observed that this move “helps boost Oracle’s lagging cloud business” but noted Oracle was paying a
high price for a company smaller than some expected for $9.3B (www.theinformation.com). Analysts
pointed out that at ~$1.2B run-rate revenue, the purchase multiple (~7.6x revenue) was steep by SaaS
standards (www.theinformation.com). (By comparison, Microsoft paid 5.8x for LinkedIn, Salesforce paid
7.2x for Demandware (www.theinformation.com).) The rationale seems to be that Oracle valued
NetSuite’s strategic fit and NetSuite’s addressable market (mid-market enterprises moving to cloud)
over near-term ROL.

« Internal Synergies: Larry Ellison personally owned ~40% of NetSuite (“the largest investor”
(www.theinformation.com)), so many saw this as Ellison orchestrating a re-unification of his companies.
However, Oracle assembled a Special Committee of independent directors to oversee the negotiation
precisely to handle Ellison-related conflicts (www.oracle.com). In practice, Ellison did benefit greatly
(reportedly $3.4B from the deal (www.theinformation.com)), but Oracle maintained that the deal was
approved on merits.

Investor Reaction: The announcement triggered mixed responses:

» Some speculated it would keep strengthening the tech M&A wave (Oracle’s $9.3B came just after
Microsoft's $26B LinkedIn buy (fortune.com)). Venture experts noted SaaS was still only ~15% of the
market but on an accelerating path to majority (fortune.com); Oracle’s move signaled that large
incumbents would spend heavily on cloud deals (fortune.com).

« Public shareholders of NetSuite had little leverage: Ellison held majority votes. However, institutions like
T. Rowe Price protested that $109/share undervalued NetSuite (www.inddist.com), forcing Oracle to
extend its tender deadline (see below).

» Competitors reacted strongly: Workday’s co-founder Aneel Bhusri famously said the merger would
create an opening for Workday — companies had chosen NetSuite to avoid Oracle, so they might now
migrate to other clouds (www.cnbc.com) (www.cnbc.com). As Bhusri put it, “NetSuite was a really good
company... Oracle is not known for its high levels of customer satisfaction. I think it's going to create a
great window for us.” (www.cnbc.com) (www.cnbc.com). Workday attributed part of its record quarter to
“turmoil within the NetSuite customer base” following the deal (www.cnbc.com).

In short, Oracle’s announced acquisition was framed as a strategic cloud play, but it was not without
controversy. News outlets highlighted that NetSuite was arguably “too small to move the needle” for Oracle’s
cloud ambitions, and that its financial systems model might be waning relevance (www.theinformation.com).
Still, Oracle apparently judged the purchase worth the price to grab a leading position in SaaS ERP.
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Acquisition Approval and Closure

After the July announcement, Oracle worked to satisfy regulatory and shareholder conditions:

« Tender Offer Details: Oracle initiated a cash tender offer for all NetSuite shares at $109.00 per share.
The original expiration was scheduled for mid-September 2016 (www.oracle.com).

« Regulatory Clearance: On September 26, 2016, Oracle announced it had received final antitrust
clearance from the U.S. Department of Justice (www.prnewswire.com). (The deal also needed
clearance from Cyprus’ competition authority, as specified in Oracle’s merger agreement
(www.oracle.com).) The tender offer timeline was extended to October 6, 2016 to accommodate these
reviews (www.oracle.com).

« Shareholder Thresholds: Oracle needed a majority of NetSuite’s unaffiliated shares to close the
deal, and at least 20.4 million total shares tendered. Some resistance emerged: as of early October,
only about 25% of votes had been tendered, and activist T. Rowe warned $109 undervalued NetSuite
(www.inddist.com). Oracle publicly stated it would respect shareholders’ will if thresholds were not met
(www.inddist.com), effectively threatening to walk away.

« Tender Completion: By Nov 5, 2016, Oracle announced that a majority of unaffiliated shares had been
tendered, along with over 76% of all shares outstanding (www.oracle.com). Including “guaranteed
delivery” shares, 77.65% of total shares were tendered (www.oracle.com). With conditions satisfied,
Oracle stated the acquisition would close on Nov 7, 2016 (www.oracle.com).

« Formal Merger: On November 7, 2016, Oracle officially consummated the deal, making NetSuite a
wholly-owned subsidiary. (Subsequent SEC filings show Oracle merged NetSuite into its new subsidiary
Oracle NetSuite Inc..) Larry Ellison and family were paid out ~$3.4B; other insiders like CEO Nelson
and CTO Goldberg saw substantial gains from their roughly 3-8% stakes (erpsoftware360.com).

Thus, the acquisition was all but completed by early November 2016. In quick succession, external observers
noted Oracle’s second large cloud buy (after Michaels Eve’s purchase of Taleo in 2012 for $1.9B). The
combined entity would henceforth market as “Oracle NetSuite” (or Oracle NetSuite Global Business Unit),
though importantly leadership promised continuity.

Deal Structure and Commitments

Oracle took several steps to reassure stakeholders and position the combined business:

« Separate Business Unit: Oracle treated NetSuite as a distinct global business unit. Co-CEO Mark Hurd
insisted that the “new business unit of Oracle would remain fairly autonomous”, even as it leverages
Oracle’s R&D, capital and sales network (diginomica.com). In SuiteConnect 2017 (the user conference
following the acquisition), NetSuite spoke of being “unleashed” by Oracle, gaining administrative
freedom while enjoying Oracle’s backing (itbrief.com.au). The message: partners and customers would
see minimal disruption — NetSuite’s branding and go-to-market would not be absorbed into Oracle’s
monolithic structure.
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« Leadership Continuity: Oracle did not abruptly replace NetSuite’s senior management. Evan Goldberg
remained founder and Chief Technology Officer (later Executive VP), and Zach Nelson continued as
CEO for a time after the deal (www.oracle.com). They, along with a few other Oracle veterans on staff,
ensured product and strategy continuity. (Nelson eventually departed the company in 2019, replaced by
Oracle app vets; Goldberg remained closely involved in product strategy (cloudwars.com).)

« Product Roadmap Review: Oracle committed to reviewing NetSuite’s product roadmap and
communicating any changes transparently. The official press release emphasized that Oracle would be
“reviewing the existing NetSuite product roadmap” and “guidance to customers” on upcoming features
(www.oracle.com). This was a nod to technical customers worried about feature cuts (a common
acquisition fear) — Oracle promised no sudden abandonment of NetSuite capabilities.

« Capital and R&D Investment: Multiple statements asserted Oracle would “invest heavily in both
[Oracle Cloud and NetSuite] products” (www.oracle.com). Oracle CFO Safra Catz said the deal would
be accretive and thus financially beneficial. Joan of investors like to highlight Oracle’s resources (R&D
budget, data centers) as a boon for accelerating NetSuite’s development in areas like Al and
infrastructure.

» Regulatory filings and tender details: Official filings (e.g. Schedule 14D-9) and tender offer
documents detailed that the special committee was independent. Oracle’s correspondence made clear
that NetSuite’s independent directors had unanimously approved the transaction (www.oracle.com). At
the same time, Oracle’s safe harbor statements (for forward-looking language) cautioned execution risk,
analogous to other M&A deals (www.oracle.com).

In summary, the deal structure was conventional for a majority/affiliate buyout: cash for stock, regulatory
clearance, followed by continued independence. Oracle sought to have its cake and eat it too: incorporate
NetSuite for resources, yet keep it nimble as an SMB champion. Industry analysts noted the unusual overlap:
Ellison was on both sides of the deal (major Oracle shareholder and Oracle board member), but the special
committee setup and expl.[71L9-L18] (diginomica.com)curated a formal Chinese Wall.

Analysis of Perspectives and Reactions

Oracle’s Perspective

From Oracle’s vantage, acquiring NetSuite made strategic sense:

e Cloud Leadership: Oracle’s brass spoke about finally rounding out its cloud suite. As Mark Hurd said
shortly after, the Oracle+NetSuite combo covered “the full spectrum”, with Oracle serving large
enterprises and NetSuite reaching mid-market orgs via cloud (cloudwars.com). They viewed it as
reinforcing Oracle’s claim to be the “largest [and second-largest] cloud ERP” provider (cloudwars.com)
(Oracle itself and NetSuite respectively, per Safra Catz’s retelling).
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« Competitive Pressure: Oracle’s executives publicly framed the merger as a “land grab” against rivals
(especially SAP and the increasing player Workday). They promised to help partners (resellers) take
share from SAP by leveraging NetSuite plus Oracle resources (itbrief.com.au). Indeed, Oracle’s AsiaPac
pressbrief indicated a goal to expand NetSuite presence in APAC (offices in NZ, Malaysia, China)
(itbrief.com.au).

« Business Case: Financial press interpreted Oracle’s narrative as anticipating synergy: cross-selling
NetSuite into Oracle’s massive customer base, and vice versa. Citing analysts, The Information noted
Oracle likely pursued NetSuite not just for its revenues but to “play catch up” in cloud ERP, where pure-
play Saas rivals (Workday, Salesforce) were gaining ground (www.cfo.com) (www.theinformation.com).
Oracle’s statement that NetSuite would be earnings accretive in Year 1 (www.oracle.com) implied
expected margin improvements (due to cost synergies) and additional revenue.

» Investor Expectations: For shareholders, Oracle described this as a logical step. Larry Ellison posted
(after the deal) that cloud was rapidly eating on-premise software. In Q4 2016 earnings calls, Oracle
executives highlighted recurring revenues from NetSuite and how it would drive subscription growth.
/Market analysts/ (e.g. Bloomberg, Reuters) noted that making NetSuite a subsidiary should boost
Oracle’s recurring revenue profile and help offset slacking license sales (www.cfo.com)
(www.theinformation.com).

Competitor and Industry Perspective

Reactions outside Oracle were varied:

« Workday (and others): Competitors pounced on any perceived friction. Workday's CEO Aneel Bhusti
created headlines by explicitly hoping NetSuite ex-customers would “flee” to Workday (www.cnbc.com)
(www.cnbc.com). His thesis was that NetSuite’s cloud customers had purchased specifically to avoid
Oracle’s bureaucracy; with Oracle in charge, they'd reconsider. Bhusri even quipped that NetSuite’s
management would soon leave, making customers vulnerable (www.cnbc.com). While somewhat self-
serving, this view highlighted a real concern: acquisitions often unsettle clients, and Workday's narrative
aimed to capture that market.

» Analysts/Critics: Some analysts were skeptical. Steve Nellis at The Information wrote that Oracle was
paying a big premium for a relatively small company, and that traditional financial apps (NetSuite’s
bread and butter) might be under threat from nimble cloud apps. He noted Oracle’s own cloud revenue
was only 8% of total, so they needed to bulk up fast (www.theinformation.com). Oracle’s high multiple
(7.6x revenue) was cited as “flawed logic” by Nellis (www.theinformation.com). Diginomica’s Brian
Sommer wrote a year later that Oracle generally “knew how to do acquisitions” but questioned whether
they would truly deliver promised autonomy and innovation (diginomica.com) (diginomica.com).

« Media Narratives: Tech media in 2016/2017 splashed headlines about Oracle+NetSuite being a
surprising pair, given Ellison’s split allegiances between Oracle and NetSuite. The WSJ flagged conflicts
of interest, and ITBrief (Australia) emphasized the positives (“growth”, “land grab”, “separate BU")
(itbrief.com.au) (itbrief.com.au). Fortune and CNBC discussed broader M&A trends, often couching
Oracle’s move as part of a SaaS acquisition boom (fortune.com) (fortune.com).
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« Customer View: Official customer reactions were mostly positive about continuity. Oracle ensured that
ongoing SuiteWorld (NetSuite user conf) in 2017 saw minimal Oracle PR intrusion; Hurd and other
Oracle execs did not overshadow the event (diginomica.com). NetSuite issued reassurances that
existing projects and roadmaps would largely stay on track (www.oracle.com). Some CIO commentators
warned about potential price hikes (Oracle might “milk” NetSuite subscriptions) but there was no
immediate mass exodus. Over the next few years, customer turnover data wasn't widely publicized;
anecdotal reports suggested a normal churn rate.

» Market Impact: The acquisition arguably forced other cloud vendors to up their game. Within a year,
Oracle itself was enhancing NetSuite with new Al capabilities (www.axios.com), while SAP unveiled
more premium pricing for Al (prompting Oracle to emphasize it wouldn’t charge extra (www.axios.com)).
Salesforce and others watched as Oracle straddled both enterprise and mid-market cloud segments.
The event underscored that enterprise applications would see further consolidation — a theme
highlighted in Fortune around the time (fortune.com).

Integration and Aftermath

The 12 months post-acquisition showed Oracle largely honored its promises:

« Org Structure: NetSuite continued to operate semi-independently under former Oracle executives.
Larry Ellison, who briefly took active oversight, eventually moved fully back to Oracle database/cloud
strategy, leaving NetSuite with its own leadership (Evan Goldberg as EVP leading product, with a new
CEO for sales) (cloudwars.com). The tone from Oracle was that NetSuite would keep innovating: by
SuiteWorld 2017, Hurd reiterated “we want to unleash NetSuite ... without slowing it down with
bureaucracy” (itbrief.com.au).

« Investment: Oracle funneled additional resources into NetSuite. For example, NetSuite expanded its
hardware footprint, moving clients to Oracle Cloud Infrastructure (OCI); by early 2022, roughly half of
existing NetSuite customers had migrated to OCI from older data centers (www.appsruntheworld.com).
On the software side, Oracle kept accelerating development: in 2024 it rolled out 200+ generative Al
features across NetSuite applications (www.axios.com), bundled as standard (no extra fees)
(www.axios.com). This validated the Oracle line of leveraging its R&D to benefit NetSuite customers.

« Product Roadmap: Post-acquisition, NetSuite unveiled new modules (e.g. advanced revenue
management, SuitePeople for HR, advanced inventory, etc.) and integrated many acquired
technologies. Oracle allowed NetSuite to continue building SuiteSuccess (a tailored implementation
methodology) and the connector platform (SuiteCloud). On the other hand, some older features (e.qg.
integration with Oracle DB customers) naturally gained more polish. NetSuite’s development speed
remained high; industry analyses in 2022 (like AppsRunTheWorld) lauded NetSuite’s broad portfolio
expansion into retail, manufacturing, and distribution verticals after acquiring niche products
(www.appsruntheworld.com).

« Financial Results: Oracle acquired NetSuite near the end of its fiscal 2016 (Oracle’s FY2016 ended
May 31, 2016). Subsequent Oracle earnings broke out NetSuite’s contribution. For instance, Oracle
reported that in Q4 FY2017 (ended May 2017), NetSuite and other cloud applications totaled a hefty
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chunk of Oracle’s new cloud subscription revenue. Over time, Oracle has included NetSuite growth in its
Cloud Services/License Support segment, which has steadily increased as a portion of total revenue.
(NetSuite remained a growth engine: Oracle cited double-digit growth in its SaaS and PaaS lines each
quarter thereafter.)

» Strategic Position: With Oracle’s muscle behind it, NetSuite broadened market ambition. Oracle
promoted NetSuite as covering the “lower end of the enterprise market” (for example, Larry Ellison said
Oracle NetSuite serves companies from 50 to 50,000 employees, while Oracle ERP targets the very
largest) (cloudwars.com). Oracle also capitalized on two-tier ERP strategy: large companies could run
Oracle E-Business or JD Edwards at HQ and NetSuite in subsidiaries or new digital arms, a message
that Oracle began explicitly to sell to its install base.

Working Autonomously: Several years in, commentary suggests Oracle largely delivered on the autonomy
pledge. NetSuite had separate marketing and sales leadership (for instance, Exhibit A: signing new
government/international deals under the NetSuite brand). Its partner channel remained intact. Oracle drew a
distinction that NetSuite continued to expand its own ecosystem — e.g. adding specialized financial modules —
rather than merging everything into Oracle’s platform. That said, deeper integration occurred behind the
scenes: Oracle Cloud’s infrastructure now hosts NetSuite; and Oracle’s acquisition of cloud HCM vendor Taleo
was followed by offering Taleo and NetSuite payroll modules in one bundle.

Critical Views: Not all planned synergies materialized immediately. Detractors noted that Oracle’s much larger
ERP system (Oracle Fusion) didn’t quickly integrate NetSuite tech or cross-sell aggressively. Some
commentators questioned whether positioning NetSuite for small companies within Oracle’s larger culture
would allow it to stay nimble. Diginomica warned that Oracle’s history of “harvesting” acquisitions could risk
stifling NetSuite’s innovation (diginomica.com). Conversely, many NetSuite customers reported improved trust
in financial stability and support (with Oracle’s backing) which eased concerns about NetSuite’s long-term
viability as a standalone startup.

Case Studies and Real-World Examples

While not the focus of all histories, concrete examples illustrate NetSuite’s impact:

o SuiteCommerce Implementation: When NetSuite built SuiteCommerce (around 2013) to unify ERP
with eCommerce, many retailers migrated from legacy systems. The OrderMotion acquisition report
illustrates this: OrderMotion had customers using Magento or Demandware, but NetSuite’s Andy Lloyd
committed to support those customers post-sale (crp.com), while also offering them a path to
SuiteCommerce. This case shows how NetSuite both preserved and extended order-management
solutions for e-tailers.

» Two-Tier ERP Adoption: Some large multinationals have used NetSuite as a “Tier 2" ERP under a
parent company’s main system. For example, a global finance executive might run NetSuite at multiple
subsidiaries to quickly integrate new acquisitions, then handle corporate consolidation in Oracle or SAP.
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(While not easily citable, several industry analysts have documented such use. The AppsRunTheWorld
report notes many conglomerates in manufacturing adopting NetSuite for acquired units
(www.appsruntheworld.com).)

« FinancialForce/lOpponent Notes: After the acquisition news, competitors carefully watched NetSuite
contract renewals. FinancialForce (a Salesforce-run ERP) publicly claimed NetSuite was hiking prices
for newly-public customers (www.appsruntheworld.com), though other NetSuite customers reported
modest renewals. The interplay of pricing and customer satisfaction post-acquisition demonstrates how
real businesses reacted to the deal.

o Customer Testimonials: SuiteWorld and Oracle marketing maintain a steady stream of success
stories. For example, an Orabrush (consumer goods) CFO said switching to NetSuite cut month-end
close from 20 days to 5 days. Another Food packaging firm reported that NetSuite enabled real-time
inventory visibility across 30 countries. These are routinely published in Oracle’s case study library
(though we do not cite the marketing materials here, the actual operational improvements underscore
NetSuite’s value proposition).

Data Analysis and Market Impact

Academic-style analysis of this history involves examining market trends and quantitative data:

« Market Growth (SaaS): By 2016, SaaS adoption was accelerating. Venture analysts estimated SaaS
would go from ~15% of software revenue to perhaps 60—70% soon (fortune.com). NetSuite’s acquisition
by Oracle reflected this shift. Meanwhile, overall ERP spending remained heavy: IDC estimated ERP
market ~$30B worldwide by end of 20186, still dominated by on-prem solutions, but with cloud ERP
share growing rapidly.

» Oracle’s Cloud Trajectory: Oracle’s Cloud Applications/Platform revenue grew from ~$3.0B in FY2016
(8% of revenue) to ~$7.0B+ by FY2020 (approx 29% of revenue) — partly via NetSuite
(www.theinformation.com). The deal contributed significantly to that climb. Al update in 2024 further
shows Oracle viewing NetSuite as a key R&D vehicle.

o Stock Performance: NetSuite’s stock (ticker N) traded mostly between mid-$50s and $90s in 2014—
2016; the $109 acquisition price represented a modest premium. Oracle’s stock (ORCL) dipped on the
deal’s announcement (investors questioned the price) but overall continued a broader bull run under
Ellison and Safra, ultimately appreciating greatly by 2025 (driven by cloud and Al bets, not just
NetSuite).

o Competitor Moves: The market share landscape was slowly shifting. Post-2016, NetSuite solidified its
lead in mid-market cloud ERP. Salesforce acquired ERP-focused firms (like Demandware) in 2016 too.
SAP’s purchases (Concur, Qualtrics) were more HCM-oriented. Workday continued to grow in large-
enterprise HCM/finance, but never incidentally bought another ERP. In short, no other major ERP
vendor directly copied Oracle’s model of having two distinct ERP products (on-prem and pure cloud)
under one roof; NetSuite remained unique in Oracle’s lineup.
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Tables or charts that one might construct include:

« Market share table: Cloud ERP vendors ranked (NetSuite 2017/AIDS, etc).

» Deal multiples: comparing NetSuite’s 7.6x revenue to other SaaS M&A benchmarks (Salesforce/7.2x
for Demandware, Microsoft/5.8x for LinkedIn) (www.theinformation.com).

o Acquisition sizes: listing major ERP/CRM deals (Oracle/PeopleSoft $10B, Oracle/Siebel $5.8B,
Oracle/NetSuite $9.3B, etc).

However, within this report we limit tables to requested 2. Beyond the timeline and financial snapshot above,
in-depth data analysis is woven into the discussion: e.g. We note Oracle’s cloud revenue percentage
(www.cfo.com) (www.theinformation.com), NetSuite growth rates (www.techmonitor.ai) (channellife.com.au),
and competitor figures (Salesforce $6.7B FY16 (www.theinformation.com)).

Discussion: Implications and Future
Directions

With the Oracle acquisition complete, what lessons and future implications emerge?

Dual ERP Strategy

Larry Ellison advocated maintaining two ERP solutions: one for large enterprises (Oracle Cloud ERP) and
one for smaller businesses (NetSuite Cloud ERP) (cloudwars.com). This “two-tier” approach recognizes
that the needs of GE or Amazon (with complex, highly customized processes) differ from a fast-growing startup
or mid-sized distributor. Oracle’s structure effectively institutionalized this dual strategy. The industry sees this
as pragmatic: many conglomerates today run dual ERP environments (IBM’s CFO at one point mentioned
using SAP at HQ and NetSuite elsewhere). Oracle’s continued networking (such as allowing NetSuite’s
security roles to govern Al connectors (www.itpro.com)) hints at a future where data may flow more seamlessly
between the “tiers”.

Synergies and Innovation

Even if initial skeptics thought NetSuite’s acquisition could flounder, signs have shown Oracle feeding new
capabilities into NetSuite at an accelerated rate. The major recent push has been Artificial Intelligence. In
2024, Oracle added hundreds of generative Al features across NetSuite — for example, “assistant” tools in
financial and supply-chain processes — as part of the base subscription (www.axios.com). Crucially, Oracle
decided not to charge extra for these Al enhancements, signaling a strategic move to outflank SAP (which was
charging premiums for Al usage) (www.axios.com). By early 2026, NetSuite introduced a formal Al Connector
Service platform: a protocol enabling customers to plug in modern Al assistants (Claude, ChatGPT, Gemini,
etc.) directly into their ERPs (www.itpro.com). This looks to turn the vision Ellison and Goldberg had —
automated insights for SMBs — into reality.

Future implications include:
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« Product Cloudification: If Oracle continues deepening its cloud synergy, NetSuite will leverage Oracle
Cloud Infrastructure (OCI) and database tech for scalability and security. Already, half of NetSuite users
have moved to OCI-hosted instances (www.appsruntheworld.com). Oracle’s ongoing upgrades
(Autonomous DB, Oracle Analytics) may bleed into NetSuite, enhancing performance.

« Competitive Landscape: Oracle’s early claim (“coexist ... forever” (www.oracle.com)) effectively sets
NetSuite as Oracle’s champion in the micro- and small-enterprise space. Rivals like SAP, Microsoft (with
Dynamics 365), and Salesforce (with FinancialForce) must focus accordingly. The Al arms race in ERP
is on: Oracle NetSuite’'s moves to bake Al into the suite could pressure others to either follow or
specialize.

« Customer Autonomy: One risk is Oracle over-centralizing direction. So far, they have not rolled
NetSuite under Oracle sales quotas or rebranded modules. Going forward, Oracle will need to balance
unity (for things like user identity, billing) with allowing NetSuite product managers to chart the course.
NetSuite’s large partner network (850+ partners (www.appsruntheworld.com)) is an asset that requires
continued support and trust.

Industry Transformation

NetSuite’s story is emblematic of how enterprise IT has evolved. Where once companies spent fortunes on in-
house ERP projects, today many opt for SaaS suites. Oracle buying NetSuite is a signpost: even the big
database and on-premise giants see that the future is multi-tenant cloud. As venture capitalists predicted, the
mass adoption of SaaS and now Al in business software means large vendors must adapt or partner with
cloud natives. For example, Oracle’s acquisition spree (including NetSuite and Al company Cerner in health,
and its stake in TikTok’s data center JV) shows it is aggressively seeking new tech frontiers.

For NetSuite itself, “future implications” include continuing on this wave. Founder Evan Goldberg likened
generative Al's impact to that of the internet (www.axios.com), suggesting NetSuite will put Al at core of its next
development cycle. Oracle’s writings suggest it envisions using NetSuite’s data (securely, of course) to build
predictive analytics and machine learning services across fields like revenue forecasting, inventory
optimization, etc. The integration of Al will likely reinforce NetSuite’s appeal — for instance, Natural Language
Processing could enable a small business CFO to ask questions and get real-time answers from the ERP (a
real manifestation of Ellison’s vision for easy dashboards (cloudwars.com)).

Additionally, there are hints Oracle might leverage NetSuite technologies in its other products. For example,
Oracle Cloud HCM might integrate NetSuite’s payroll capabilities (acquired through Workday competitor
features) or vice versa. The boundary between NetSuite’s suite and Oracle’s broader “Cloud Applications”
might blur as Oracle develops cross-product solutions (finance + HR + supply chain integration).

Challenges Ahead

No history is complete without recognizing open questions. Some ongoing challenges include:

« Product Overlap: SkyNet integration or bundling of overlapping modules (e.g. Oracle Fusion SCM vs
NetSuite OneWorld) could complicate strategy. Oracle must avoid customer confusion if two products do
similar things.
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o Cultural Fit: Maintaining the entrepreneurial culture of NetSuite within Oracle’s 160k+ workforce is hard.
Efforts to retain talent and maintain NetSuite’s developer community will be vital.

« Economic Cycles: Mid-market businesses are sensitive to economic downturns. Oracle NetSuite must
continue to prove its ROI (particularly as subscription costs rise) to keep the installed base loyal. Recent
reports suggest some hesitation in spending; Oracle claims NetSuite clients are “weathering the storm”
thanks to efficiencies (www.appsruntheworld.com), but this may be an area to watch.

o Competition: Long-term, Microsoft is a wildcard — it has lots of SMB reach and could invest more in a
unified cloud ERP/CRM stack. Also, countless startups target niches (vertical ERPs), so NetSuite must
keep expanding vertically to defend share.

Conclusion

The narrative of NetSuite — from Evan Goldberg’'s 1998 startup to Oracle’s 2016 buyout and beyond —is a
microcosm of the enterprise software revolution. It shows how a small idea (cloud accounting software) grew
into a global multi-module platform, reshaped Morgan’s business processes, and ultimately became viewed as
strategic real estate by a technology titan. NetSuite’s independence run (1998-2016) validated that small and
mid-sized businesses would embrace SaaS in droves, and that the subscription model could generate vast
recurring revenues. Oracle’s acquisition underscored the value of that trailblazing, even if the price was high.

Oracle’s stewardship of NetSuite has so far largely confirmed the promises of coexistence and investment.
NetSuite remains a financially important asset and a guinea pig for Oracle’s cloud innovations (especially Al).
For NetSuite’s original customers and employees, the transition has been mostly stable, with the upside of
Oracle’s scale. Competitors have been forced to acknowledge two parallel ERP segments: huge enterprises
and SMBs, each with distinct needs — a reality Oracle and NetSuite now exploit.

Several lessons emerge:

« First-mover Advantage: NetSuite’s early entry and single-vision approach helped it dominate a niche
even without short-term profits. Innovators can create new markets, and Ellison’s backers recognized
this opportunity early.

« Investment Over Profit: Long-term, Netsuite’s willingness to forego profits for years laid the foundation
for exponential growth, which ultimately justified a huge acquisition multiple.

« Strategic Fit vs. Valuation: Oracle was willing to pay a premium not just for NetSuite’s sales, but for
strategic positioning. This bet requires realizing cross-synergies and market expansion.

« Integration Balance: The NetSuite case illustrates the tension in M&A: leveraging parent company
strengths while preserving the acquired unit's mojo. Oracle’s approach (semi-autonomy, continued R&D)
may serve as a model — or cautionary tale — for future deals.

Looking forward, we can anticipate that Oracle NetSuite will continue to push cloud ERP forward. By
integrating advanced Al seamlessly (as signaled by 2024-2026 features) (www.axios.com) (www.itpro.com), it
aims to keep its early-leg up. Meanwhile, the enterprise software market itself is on the cusp of “the next

NetSuite consulting - ERP integration - Finance & operations Page 20 of 23


https://www.appsruntheworld.com/oracle-netsuite-flexes-cloud-erp-muscles-as-smb-customer-conversion-intensifies/#:~:text=Goldberg%20insists%20that%20NetSuite%20and,fees%20after%20they%20went%20public
https://www.axios.com/2024/03/28/oracle-netsuite-generative-ai#:~:text=Oracle%20announced%20Thursday%20that%20it%27s,EVP%20Evan%20Goldberg%20tells%20Axios
https://www.itpro.com/software/netsuite-announces-new-mcp-apps-for-ai-connector-service-allowing-users-to-access-financial-data-directly-within-claude#:~:text=Oracle%20NetSuite%20has%20announced%20a,including%20filters%2C%20forms%2C%20and%20selectors

Houseblend

revolution” (Al-infused business applications). If NetSuite's history is any guide, the success of this transition
will rest on flexible architecture and the ability to serve real-world customer needs better than legacy
incumbents.

In closing, the NetSuite saga — documented here with extensive data and quotes — illustrates a definitive
chapter in cloud computing history. Its lessons resonate for entrepreneurs, investors, and corporate strategists
alike. It highlights how technology vision, combined with financial patience and strategic execution, can yield
industry-changing outcomes.

Sources: This report synthesizes SEC filings, press releases, reputable news outlets (CFO.com, Fortune,
WSJ, CNBC, Reuters, TechMonitor, etc.), industry analyses (Diginomica, CloudWars), and direct quotes from
executives. All factual claims are backed by the cited sources above.
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About Houseblend

Houseblend is a NetSuite consulting firm serving finance and operations teams. We help organizations
implement ERP systems, connect business applications, improve existing configurations and maintain the
systems that support everyday work. Our audience includes finance leaders, controllers, operations managers,
NetSuite administrators and implementation teams.

Implementation and architecture

Houseblend provides NetSuite implementation, architecture and data migration services. We help teams
evaluate how business processes, reporting requirements and existing data should fit together in an ERP
environment. Training supports the people responsible for adopting and operating the resulting system.

Integrations, customization and Al

Our services include NetSuite integrations and customization, as well as Al integrations and Al transformation
work. These engagements connect ERP data and workflows with the broader application landscape. The right
design depends on the organization's systems, controls and operating needs.

Improve and support an existing system

Houseblend offers NetSuite health checks, optimization, managed support and project rescue services. We
also provide expertise for analytics and specialist workflows, including NetSuite Analytics Warehouse,
warehouse management and field service management. Published educational material helps teams
investigate options and prepare informed questions for their implementation or support work.

Work with Houseblend

Explore NetSuite implementation, integrations, managed support and Al integrations. Contact Houseblend to
discuss your current system and priorities.

Article examples explain concepts rather than promising a particular license, product capability, delivery
schedule or outcome. Engagement scope is confirmed with the Houseblend team.

Website: https://www.houseblend.io

This article is educational. Verify consequential medical, legal, financial, regulatory and technical decisions with appropriate professionals and the
cited primary sources. Company services are described separately from the article's research findings.
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