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Tama opinndytetyd tutkii strategisia muutoksia ennen listautumista julkiseksi yhtioksi. Tavoit-
teena on hakea ymmarrysta, mita strategisia toimia yritykset kayttavat muuttaakseen strategioi-
taan ennen listautumista. Tutkimus toteutetaan tutkimalla kolmen tapausyrityksen strategisia
toimia kuuden vuoden ajan jaksolla ennen yritysten listautumista Helsingin porssin paalistalle
vuonna 2021.

Opinnaytetyon teoreettinen pohja rakentuu strategisen muutoksen teorian ja listautumisen teo-
rian ymparille, joiden pohjalta tutkimuksessa pyritddan muodostamaan synteesi ja luomaan teo-
reettinen viitekehys, jota voidaan myéhemmin tutkimuksessa kayttaa niin datan ymmartami-
sessa kuin [6ydosten kerdamisessa ja luokittelussa.

Tutkimuksessa kdytetaan useista lahteista kerattya toissijaista kirjoitettua dataa kuten tapausyri-
tysten vuosikertomuksia, tilinpaatoksia, tiedotteita seka listautumisen yhteydessa julkaistuja lis-
tautumisesitteitd. Data analysoidaan kvalitatiivista sisdltdanalyysimenetelmaa hyddyntden.
Kaikki tapaukset analysoidaan ensiksi yksitellen muodostaen kaikista tapauksista aikajanat. Aika-
janoihin nostetaan datasta tapausyritysten tekemat strategiset toimet aina vuodesta 2015 het-
keen, johon mennessa tapausyritykset jattivat listautumisen rekisterdinti ilmoitukset vuonna
2021. Tapauskohtaisten analyysien jalkeen tehdaan tapausten valinen analyysi, jossa pyritdaan
|6ytamaan samankaltaisuuksia ja erilaisuuksia tapausyritysten strategisten toimien valilta, joiden
voidaan katsoa muuttaneen yrityksen pitkdn ajan suuntaa.

Tutkimuksessa loydettiin, etta yritykset muuttavat pitkdan ajan suuntaansa useita strategisia toi-
mia kayttden ennen listautumista. Tapausyritysten matkat kohti listautumisia ovat uniikkeja
mutta silti toimien valilta pystyttiin I0ytamaan yhtaldisyyksia ja eroavaisuuksia. Ensinnakin kaikki
tapausyritykset tekivat kolmen erityyppisia muutoksia: mukautuvia, rakentavia ja vallankumouk-
sellisia muutoksia. Yhdenkaan yrityksen ei havaittu tehneen evoluutio tyyppisia muutoksia tar-
kasteluajanjakson aikana. Toiseksi kaikki yritykset muuttivat strategista suuntaansa vaihtamalla
hallituksen ja ylimman johdon jasenia. Kaikki tapausyritykset palkkasivat hallitukseen jasenen
julkisen yhtion taustalla seka vaihtoivat talousjohtajan. Kolmanneksi kaikki yritykset tekivat in-
vestointeja toiminnanohjauksen tai tehokkuuden parantamiseen, muuttivat rahoitusrakennet-
taan seka kehittivat raportointiaan ja ulosantiaan. Neljanneksi kaikki yritykset jatkoivat toimin-
tansa kehittamista jatkuvilla yritykselle ja toimialalle tyypillisilla tavoilla kuten laajentamalla
myyntiverkostoaan tai lanseeraamalla uusia tuotelinjoja nousevien asiakastarpeiden mukaisesti.
Yritysten valilta |6ytyi my6s eroavaisuuksia, joista erimerkkeja ovat yritysostot, toimitusjohtajan
vaihdokset ja kansainvalistyminen. Maarallisesti suurin osa strategisista toimista tehtiin yrityk-
sissa noin kaksi vuotta ennen listautumisia mutta viitteita listautumiseen valmistelusta voidaan
nahda tapahtuneen jo hyvissa ajoin ennen tata.

AVAINSANAT: yritysstrategiat, strategiatyd, muutosjohtaminen, listautuminen, porssit
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1 Introduction

Initial Public Offerings come in waves (Ibbotson & Jaffe, 1975; Ritter, 1984). The phe-
nomenon and its drivers are well-studied in financial literature (see e.g., Lucas & McDon-
ald, 1990; Lowery & Schwert, 2002; Chemmanur & He, 2011). The subject resurfaced in
2021, which was an all-time record year in Finland when 20 companies went public and
raised a total of nearly one billion euros in equity capital from IPOs. (Finnish Foundation

for Share Promotion, 2022).

Going public can be considered one of the most important decisions a company can
make during its lifecycle (Espinasse, 2014, p. 1). A special transformational change occurs
when a company goes public. It brings with it changes to the company’s size and struc-
ture as well as management systems. (Flamholtz & Randle 2008, p. 12) As a result, in-
depth analysis and long-term strategic planning are needed before deciding to do an IPO
(Sherman, 2005, p. 197; Taulli, 2012, p. 38). The combination of the recent IPO wave and
the significance of the decision to go public sparked the interest to study this phenome-

non.

Strategic changes (e.g., Helfat et al., 2007; Flamholtz & Randle, 2008; Whittington et al.,
2019; Balogun & Hailey, 2008) and IPOs (e.g., Taulli, 2012; Geddes, 2007; Cirillo et al.,
2018; Espenisse, 2014; Brau & Fawcett, 2006) have been widely studied as separate
branches of literature. Further, research combining themes around the topics is also
fairly rich. (e.g., Flamholtz & Randle, 2008, p. 12; Chahine & Zhang, 2020; Zimmerman,
2008; Lester et al., 2006) According to Gregoriou (2006, p. 29), one of the most studied
categories of IPO research focuses on the reasons for going public. These drivers behind
the decision to do an IPO have been widely studied by multiple scholars such as Geddes
(2007, p. 5), Espinasse (2014, p. 1), and Taulli (2012, p. 28). This study aims to dive deeper
into the topic from the perspective of strategic change and shed light on the steps that
companies took prior to the transformative decisions to do an IPO. When going through
the literature related to strategic change and IPOs, it was noted that this study’s perspec-

tive is novel.



Thus, this thesis aims to contribute to the earlier literature that combines theories of
strategic change and IPOs. The contribution is made by creating an original framework
to study strategic actions prior to an IPO that can be used in future research as well.
Furthermore, as similar studies have not been done in Finland or the Nordic countries,
the findings contribute to the existing literature by bringing insights from the Finnish
perspective. To create a relevant contribution, thorough research on strategic actions
taken by three case companies prior to their IPOs in 2021 is conducted. Further to the
theoretical contribution, this thesis can be useful for companies that are considering go-

ing public within the next five years.

Altogether, due to the high volume of IPOs in recent years and the scarcity of research
on the topic of strategic change prior to IPOs, this study can be considered to be both

topical and novel.

1.1 Research question and objectives

As the aim of this study is to understand through which strategic actions companies
change their strategies before going public, the following research question is selected
for this study:

How do companies change strategies prior to an IPO?

To make sure that the study consistently answers the research question, two objectives

are set:

Objective 1: To create a synthesis of strategic change theory and IPO theory.

Objective 2: To identify factors through which companies have changed their strategies

prior to IPO.



The first objective of this study is to bring together two separate theories: strategic
change theory and IPO theory. Based on the theoretical background, the aim is to create
a synthesis and a framework that enables a systematic way to study how companies

change their strategies in a real-life setting.

The second objective of this study is to identify actions through which companies have
changed their strategies prior to the IPO. The aim is to utilize the created framework to
gain a better understanding of the phenomenon by studying three case companies that
were listed on the Helsinki stock exchange in 2021. Once the strategic actions driving
strategic change have been identified case by case, a cross-case analysis can be per-

formed to find similarities and differences among the cases.

Figure 1 presents the scope of the research. Because strategies are created for longer
periods (Webb, 2019), the scope of research needs to be at least two to five years before
the IPO in order to be able to identify actions that have affected the companies' long-
term directions ahead of the IPOs. As can be understood from the IPO theory and seen
from the figure, IPOs also require sufficient preparation time. (Espenisse, 2014, p. 78;
Geddes, 2007, p. 55) Thus, it was chosen to limit the research scope to the period from

2015 to the moment when the case companies filed their IPO registrations.
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Figure 1. The research scope of this thesis.

1.2 Structure of the thesis

This thesis consists of five chapters, including the first introductory chapter that de-

scribes the motivation of the study, the research questions, and the research objectives.

The second chapter of the thesis aims to create a theoretical basis for the research. The
chapter is divided into three parts, the first of which discusses the theory of strategic
change and the second the theory of Initial Public Offerings. The third part of the chapter
presents a synthesis of the theoretical background, which provides a framework for the

empirical part.

The third chapter of the thesis focuses on the research methodology, including a descrip-
tion of the research approach, case selection, and data collection. Moreover, the chapter
analyzes the data collected for the study and describes the reliability and validity of the

study.
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The fourth chapter of the thesis describes the research findings, including the individual
case analyses of the three companies and a cross-case analysis of all companies. The

cross-case analysis aims to find similarities and differences between the cases.

Finally, the fifth chapter summarizes how the findings contribute to answering the set
research question and objectives. Further, the chapter aims to contribute to the existing
literature with theoretical and managerial implications, also highlighting the limitations

of the study and providing suggestions for future research.
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2 Theoretical background

The second chapter aims to familiarize the literature related to the topic and create a
basis for the study. The chapter consists of three parts. The first part discusses the theory

of strategic change, including a brief overview of strategy theory.

The second part discusses the theory of Initial Public Offerings, including drivers, ad-
vantages, disadvantages, and requirements of IPOs. Furthermore, this part also provides

a description of the IPO process and its timeframe.

The third part of the chapter presents a synthesis of the theoretical background, which

provides a framework for the empirical part.

2.1 Strategic change

Strategy has several different definitions that vary depending on who the scholar is, and
from which discipline the strategy is viewed. Chandler's (1969, p. 13) definition of strat-
egy emphasizes setting long-term goals, understanding the necessary actions, and allo-
cating resources whereas Porter’s (1996) definition emphasizes deliberate choices, dif-
ferentiation, and competitive factors. Mintzberg's (1978) definition, on the other hand,
defines strategy as “a pattern in a stream of decisions”, meaning that decisions can either
emerge when needed or be part of a logical and prepared plan. In this thesis, the defini-
tion of strategy is based on Whittington et al (2019, p. 5) definition: "Strategy is the long-
term direction of an organization". The definition summarizes the most important mes-

sage of several scholars’ definitions accurately enough for the purpose of this study.

A company's vision can reach five to ten years in the future, while company strategies
are often made two to five years ahead. Tactical decisions are made within the limits of
the strategy. (Webb, 2019) See figure 2. Although an organization's strategy is often
drawn up for a longer period, it should not be seen as static, but rather as dynamic, which

should be changed and modified over time. (Hambrick & Fredrickson, 2001) Hambrick
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and Fredrikson (2001) are supported by Dominguez CC et al (2015) according to which
companies rarely have periods of complete strategic inactivity because their internal and
external environment is constantly changing. However, Dominguez CC et al (2015) adds
that companies need change and stability at the same time to survive in their environ-
ment. Whereas Venkatraman and Prescott (1990) highlight that, in certain situations,

companies may actually benefit more from strategic stability than strategic change.
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Figure 2. Strategies are often crated 2-5 years ahead. (Webb, 2019)

Based on the definition of the term strategy used in this thesis, a strategic change could
be defined as a change in the long-term direction of an organization. (Whittington et al
(2019, p. 5) Flamholtz and Randle's (2008, p. 13) definition of strategic change can be
considered similar because according to them strategic change refers to a change that
involves a change or changes in an organization's direction or vision. Boyne and Meier
(2009) approach strategic change from a process perspective. According to them, stra-
tegic change refers to a dynamic process that occurs as a response of organizational lead-
ers to their assessment of the internal and external environment. Hambrick and Fredrick-
son (2001) also state that strategies are dynamic and should be changed and modified

over time. Oehmichen et al (2016)'s definition includes active adaptation to
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environmental changes, which can also be seen in line with Boyne and Meier's definition.
However, Oehmichen et al (2016) definition also emphasizes differentiation from com-
petitors, which was also mentioned in Porter's (1996) definition of strategy. In this thesis,
the definition of strategic change is based on Boyne and Meier's (2009) definition, where
strategic change is seen as a dynamic process in which the organization's management

also plays a relatively large role as a change agent.

Despite the definition used in this thesis, it should be noted that two opposing views can
be observed in the study of strategic change. According to Miller and Kunisch (2018),
some studies assume that leaders have a significant influence on strategic changes, while
other studies emphasize a greater role of the environment and a more limited role of
leaders. For instance, Miles et al (1978) emphasize that leadership has a significant im-
pact on organizations, while Hannan and Freeman (1977) and Haveman (1992), mainly
emphasize the role of the environment in change situations. The third perspective in the
study of strategic change is the combination of these two opposing perspectives, where
both leadership and environment are seen to have weight in change efforts. (Miller &

Kunisch, 2018)

Pressure for strategic change can arise from inside or outside of the organization. (Flam-
holtz & Randle, 2008, p. 5; Whittington et al., 2019, p. 465) Unsuccessful or successful
internal strategies can provide the impetus for change. For example, management may
have to change their strategy when they notice poor performance or inefficiency within
an organization (Kiesler & Sproull, 1982; Boeker, 1997). Furthermore, successful internal
strategies can also give management the impetus to pursue new opportunities and

change an organization’s long-term direction. (Whittington et al., 2019, p. 49)

Alternatively, changes in the organization’s external environment can also act as a driver
for strategic change. (Whittington et al., 2019, p. 49) For example, an intensified com-
petitive situation, a merger of two competitors, or a change in the purchasing behavior

of customers can lead to a company having to change its strategy. As can be seen, the
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competitiveness mentioned in Porter’s (1996) strategy definition and Oechmichen et al
(2016)’s strategic change definition is also highlighted in the pressures that drive organ-
izations to make strategic changes. Balogun and Hailey (2008, p. 1) also refer to compet-
itiveness when they state that organizations are under pressure to change their strategy

to meet their customers’ needs now and, in the future, to remain competitive.

Leaders have a key role in strategic changes. (Duhaime et al., 2012, p. 306) According to
the views of Miles (1982, p. 14) and Boeker (1989), the task of company leaders is to
evaluate the company’s external and internal circumstances and modify its strategy ac-
cordingly, while finding a balance between the opportunities and risks of the environ-
ment and the capabilities and resources of the company. The key role can already be
seen in the definitions of strategic change. For instance, Boyne and Meier (2009) state
that strategic change is based on a leader's internal and external environment assess-
ment. While Flamholtz and Randle (2008, p. 13) state that strategic change refers to a
change or changes in the vision of the organization. Whereas the vision is most often

defined by a company’s leaders. (Kirkpatrick, 2016, p. 9)

Leadership is also emphasized in the elements of strategic change. As can be seen in
figure 3, leaders' assessment affects three other elements of strategic change, such as
the context of strategic change, the types of strategic change, and through both of these,
the levers of strategic change. The four different elements of strategic change will be
explored in more depth in the following paragraphs to better understand strategic

change as a whole. (Whittington et al., 2019, p. 465)
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Strategic leadership
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Strategic change
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Figure 3. Elements of strategic change. (Whittington et al. 2019, p. 465)

The first element of strategic change - Strategic leadership roles and styles

Strategic change is often associated with a company's top management, more precisely
a top management team “TMT” (see e.g., Boeker, 1997; Barron et al., 2011) and a chief
executive officer “CEQ” (see e.g., Herrmann & Nadkarni, 2014; Zhang et al., 2021) alt-
hough it is also important to consider an even broader picture such as the role of owners

and board of directors in strategic change.

Different scholars have different views on which extent company owners are present in
strategic change and what role the board of directors plays in strategic change. For ex-
ample, Goodstein and Boeker (1991) state that both owners and the board of directors
are involved in a company’s strategic planning and decision-making. Whereas Macus
(2008) only emphasizes a company board’s presence when defining the company’s long-
term direction. By contrast, Kroll et al (2007) see that the board of directors only has an

advisory role to TMT members of a company.

Changes in a company's ownership structure or board of directors can have an impact

on the company’s strategy. In addition to resources, a new owner brings with it new
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perspectives. A company can also gain new perspectives when the company’s board
members change. This can also be seen to have an effect on the company’s long-term
direction. (Goodstein & Boeker, 1991) Helfat et al (2007, p. 46) agree. According to them,
changing board members can bring new expertise to the company quickly while chang-
ing the strategy itself can be seen as a more long-term task that cannot be changed as
quickly. Goodstein and Boeker (1991) also add that if the board of the organization does

not change often enough, new perspectives and opportunities may be ignored.

Reorganization can help start a strategic change process, as a result of which changes in
board and TMT are common at times of strategy change. However, reorganization does
not always require the appointment or dismissal of the board of directors or TMT mem-
bers. The most important is to find a good balance between roles, knowledge, and ex-
perience. (Dominguez CC et al., 2015; Dominguez CC & Barroso-Castro, 2017) Goodstein
and Boeker (1991) also emphasize the importance of roles and experience when talking
about major change situations in which the role and power of the company's board can
increase significantly. The new owners and board members can also help the current
CEO implement strategic change through the new perspectives they bring with them to

the company. (Goodstein & Boeker, 1991)

External factors such as negative media attention that a company receives can also trig-
ger the company's top management to start working toward a strategic change. Also, the
more board members there are from outside the company, the more likely it is that neg-
ative media attention will lead to a strategic change. In general, board members outside
the company may be more sensitive to bringing stakeholders' opinions to the table. (Bed-

nar et al., 2013)

The ownership structure can also affect the effectiveness of change strategies and the
number of strategic changes made in a company. According to the views of Hill and Snell
(1988) and Bethel and Liebeskind (1993), a centralized ownership structure is connected

with more effective strategies and, accordingly, better company performance. Whereas
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Brunninge et al (2007) research shows that small and medium-sized enterprises with a
wider ownership structure make more strategic changes than SMEs with a smaller own-
ership structure. By expanding the size of TMT or by using directors from outside a com-
pany as members of the company's board, companies with a smaller and tighter owner-

ship structure may also be able to make more strategic changes.

Similar to ownership and board of director changes, TMT member changes can be seen
to have an impact on a company's strategic change. New TMT members, like the new
owner and board members, bring new expertise to the company, which has the potential
to influence a company's strategy. Boyne and Meier (2009) state that changing TMT
members is a way through which strategic change can also take place in an organization.
Goodstein and Boeker (1991) see likewise. They state that changes in TMT members of-
ten stimulate major changes. In particular, they state that a change in the CEO can lead

to a company's strategy being modified or changed.

As can see from the above, views on the roles and responsibilities of strategic change
can vary. The difference can be explained by organizational structure (Boeker, 1989). For
instance, if a company's management, from the owners to the board members and TMT
members, consists only of the founders of the company, they may want to strongly par-
ticipate in strategy work but can at the same time be reluctant to make changes to the
original strategy. The situation can be different if there is an outside majority-owning
investor in the company who decides to change the original strategy of the company.
(Useem, 1984; Boeker, 1989) Another explanatory factor could be the size of the organ-
ization. According to Balogun and Hailey (2008, p. 1), especially in larger organizations,
the implementation of strategic change is not only in the hands of TMT, but also mid-
managers have the responsibility to lead the change. Referring to the views of Whitting-
ton et al (2019, p. 466) mid-managers are at the local level to ensure that the strategy is
understood, and changes are made according to the plan. Small organizations do not
necessarily have mid-managers, but the managers themselves must be there to ensure

that the strategy is understood and implemented.
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In addition to different strategic leadership roles, there are also different strategic lead-
ership styles. Leadership styles are often divided into two categories, one being transfor-
mational leadership and the other transactional leadership. (Whittington et al., 2019, p.
467) Transformational leaders are often charismatic leaders who emphasize building,
communicating, and modeling a vision for a company. Transformative leaders know how
to motivate employees even amid uncertainty to strive for the created vision. (Kirimi &
Minja, 2010, p. 37) Transactional leaders, on the other hand, more often emphasize con-
crete structural changes, financial incentives, and performance monitoring of the organ-
ization and individuals. (Whittington et al., 2019, p. 467) Oftentimes, leaders do not have
exclusively one of these styles' characteristics but can have some elements from both of
the leadership styles. Such a mix of styles is called situational leadership, where the
leader tries to adapt his or her leadership style to the prevailing situation. (Schermerhorn,

1997)

The high weight of leadership in strategic change is also reflected in the styles of strategic
change because strategic change most often has a top-down decision-making style. (Ba-
logun & Hailey, 2008, p. 31) Top-down change refers to a change that originates from the
change initiative of the company’s top management. (Beer & Nohria, 2000) Top-down
change can lead to resistance, but it can also be collaborative or participative. In turna-
round situations, a top-down change may have to be made in a directive manner in order
to achieve a quick and sharp reconstruction in the organization. (Balogun & Hailey, 2008,
p. 31) The role of mid-managers is often emphasized in this type of change, they are the
ones who are explaining the relevance of the change between the top management and

the members of the organization. (Whittington et al., 2019, p. 466)

The second element of strategic change - Context of strategic change

Balogun and Hailey (2008, p. 2) have created the change kaleidoscope framework which

company leaders can use to create a successful change by deeply identifying the context
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of change. The change kaleidoscope has eight features that can help leaders to under-
stand for example the time needed for change, the readiness of a company, and the
scope of the change. (Whittington et al., 2019, p. 469) A more detailed description of

the change kaleidoscope’s features is in figure 4 below.

change contex;

Time

Power

- Crisis
- Long term
vs. short term

- Stakeholders
- Autonomy

Readiness Scope

- How much change?
Breadth
- Depth

- Awareness
Commitment

Design choices

Change path
Change start-point
Change style
Change target
Change levers

Change roles

Preservation

Capacity
Cash
Time

- People

- Tangible and intangible
- Which to preserve
- Which to destroy

Diversity

Uniformity vs.
diversity

- Sources of diversity

Impact on loyalty

and identity

Capability

Individual
- Organisational

Figure 4. The change kaleidoscope framework by Balogun and Hailey (2008, p. 2)

Another tool to approach change context is forcefield analysis, with which company
leaders can get an idea of what kind of efforts are needed to achieve the change. With
the help of the forcefield analysis, the supporters of the change, the opponents of the
change, and those who have a neutral attitude toward the change are identified. After
identification, a company's leaders can start to convert for example neutrals into sup-
porters of change. The more forces are against the change, the more effort the company

must make to create the change. (Whittington et al., 2019, p. 471; Baulcomb, 2003)

Both of the tools mentioned above are made for leaders to make it easier to understand
the context of the change. The change kaleidoscope (Balogun & Hailey, 2008, p. 2) can
help ensure that nothing essential is overlooked when planning a change, while the

forcefield analysis (Baulcomb, 2003), on the other hand, maps resources and seeks an
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understanding of how much effort is needed to achieve the change. The change kaleido-
scope and the forcefield analysis can also be used simultaneously, but other more tradi-
tional strategy work tools such as PESTEL analysis, activity map, Porter's five forces
framework, VRIO, and SWOT analysis can also be used alongside them to determine the
direction of the new strategy and the starting point of the strategic change. (Stenfors,

2007)

According to Helfat and Martin (2014), leaders have different impacts on strategic
change and firm performance, and the differences can be explained by the leaders' dif-
ferent social and human capitals as well as cognition. A leader’s human capital including
experience, training, and education can influence how she or he understands the context
of change. (Helfat & Martin, 2014) For example, leaders with industry expertise can bet-
ter understand the context of change. They know how to interpret information in the
light of the industry's history and understand the strategic moves of competitors and
know when to follow competitors and when to head strategically in another direction.
(Oehmichen et al., 2017) Korin and Sundaramurthy (2009) agree. According to them,
industry expertise helps managers better identify potential threats and opportunities

because managers are more aware of industry trends and competitors' strategic moves.

The third element of strategic change — Types of strategic change

There are different types of strategic change, and the types are classified variously ac-
cording to numerous scholars. For instance, Flamholtz and Randle (2008, p. 11) state that
changes can be classified according to their scale. Incremental changes refer to small and
almost imperceptible changes that affect only a small part of a company's current oper-
ations. According to Kindler (1979), incremental changes can be seen as doing more of
the same but better. According to Flamholtz and Randle (2008, p.11), an example of this
type of change could be a change in the suppliers of one of the product's raw materials

or offering new payment methods to customers. Incremental changes are often received
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relatively well in organizations because they take less time and costs than broader

changes that bring more instability. (Kindler, 1979)

A major change refers to a large change that affects a big part of a company's current
operations. An example of such a change could be the launch of a new product line or
the introduction of a new invoicing system. (Flamholtz & Randle, 2008, p. 11; Balogun &

Hailey, 2008, p. 22)

A transformational change is even broader in scope than a previously mentioned major
change. In a transformational change, a significant change takes place in the company's
operations, affecting the entire company. (Flamholtz & Randle, 2008, p. 12) According to
Kindler (1979), transformational change takes more time and often requires more invest-
ment than the aforementioned types of change. Transformational change can also be
riskier for the company. (Kindler, 1979). An example of transformational change could be
an introduction of a new innovative and significantly changing way of producing prod-
ucts (Flamholtz & Randle, 2008, p. 12) or making significant changes in the management

of the company. (Balogun & Hailey, 2008, p. 24)

A special type of transformational change occurs when a company decides to go from a
private company to a public company. (Flamholtz & Randle, 2008, p. 12) Such transfor-
mation brings with it significant changes to the organization's size, management systems,
and level of disclosure. Leaders need to adjust goals, face new investors, and manage
new time horizons. (Fischer & Pollock, 2004) After the IPO, the managers also have to
decide how to use the new financial resources collected from the IPO, whether to ex-
pand the current strategic initiatives or whether to start implementing completely new

strategic initiatives. (Husick & Arrington, 1998; Fischer & Pollock, 2004)

According to Dominguez CC et al (2015), strategic change can vary not only in intensity
but also in terms of duration. Balogun and Hailey (2008, p. 20) have also considered the

speed of change in their types of change model, which includes a total of four different



23

change types: evolution, adaptation, revolution, and reconstruction. The types vary ac-
cording to their desired end result "extent of change" and speed "nature of change".
Evolution and adaptation are incremental in speed, meaning that change can take a long
time. While revolution and reconstruction are rapid, meaning that change can happen
quickly in a short period. The end result on the other hand in evolution and revolution is
transformative, meaning that the change is fundamental and cannot be done within the
current organizational or business model. While in adaptation and reconstruction are
realigning meaning that the change does not include a fundamental change that could
not be made within the current organizational model. See figure 5 for an illustration of

the four types of change.

Extent of change (end result)

Transformation Realignment
Incremental Evolution Adaptation
Nature of change
(speed)
Rapid Revolution Reconstruction

Figure 5. Types of change by Balogun and Hailey (2008, p. 21)

In adaptation, which is the most common form of change in organizations, strategic
change happens gradually and slowly builds on what a company has been doing for many
years. (Balogun & Hailey, 2008, p. 22; Whittington et. al., 2019, p. 475) For example,
marginal changes in production methods or the launch of new products can be part of

this type of strategic change.

In reconstruction, there is a rapid change that may involve, for example, changes in the
organizational structure or changes in the financial structure. However, these quick and

potentially significant changes do not fundamentally change the organization's business
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model or culture. Reconstruction can also include a company acquisition, but it must be
of a type that does not fundamentally change the company's business model. (Balogun

& Hailey, 2008, p. 22; Whittington et al., 2019, p. 475)

In revolution, change is rapid and can include significant changes to the organization’s
strategy and culture. Revolutionary changes can be identified by the fact that they prob-
ably include the following deep changes: A new clear strategic direction, changes in the

company's top management, and a deep cultural change. (Balogun & Hailey, 2008, p. 24)

In evolution, a gradual and clear change in strategy takes place. For instance, leaders
strive to maintain a successful business model and culture while exploring new options
in a constantly changing environment. (Balogun & Hailey, 2008, p. 24; Whittington et. al.,
2019, p. 477) Mintzberg and Wetley (1992) state that revolutionary change can take
place over several years. However, in this study, this kind of slow but significant change
occurring over several years is called evolutionary type change according to the model

of Balogun and Hailey (2008, p. 21), see figure 5.

As mentioned above, a reconstruction type of change can include a company acquisition
that does not fundamentally change the company's business model. However, acquisi-
tion can also be fundamental, with the help of which a company decides purposefully to
change its long-term direction. Helfat et al (2007, p. 48), state that a strategic change
made through mergers and acquisitions can be an effective way to change the company’s
long-term direction. In addition to mergers and acquisitions, Whittington et al. (2019, p.
334) also mention alliances as one of the key methods for implementing various strategic
options such as internationalization and innovation. In addition to internationalization
and innovation, the following can act as motivating factors for mergers, acquisitions, and
alliances: Firstly, the company wants to expand product-wise, market-wise, or geograph-
ically. Secondly, to merge with a competitor to gain market power or get cost reductions.

Lastly, to acquire resources and capabilities. (Walter & Barney, 1990; Ali-Yrkko, 2002)
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Just like mergers, acquisitions, and alliances, divestments can also be considered a stra-
tegic change for a company. For instance, if a company sells part of its business, it often

wants to focus more deeply on the remaining business areas in the future. (Berry, 2010)

Dominguez CC et al (2015) state that organizations have two alternating period types
through which they develop and change. The first of these is convergence, during which
a company experiences incremental changes and stable periods of the same size. The
changes are not fundamental, but rather small changes in the company's strategy or
structure. The convergence type of change can be seen as reminiscent of Balogu and
Hailey's (2008, p. 22) adaptation type of change, where the changes are not fundamental
and build gradually on top of what the company has already been doing for several years.
The second is reorientation, during which a company experiences rapid and discontinu-
ous changes. The changes are fundamental to the company's strategy and structures.
The reorientation type of change can be seen as reminiscent of Balogu and Hailey's (2008,

p. 24) revolution type of change, where the change is often rapid and significant.

The fourth element of strategic change - Strategic change levers

The last element of strategic change is the levers of strategic change. Strategic changes
often require several levers, which leaders must know how to choose for the change
initiative according to the context and type of change. (Whittington et al., 2019, p. 478)
However, many leaders end up using the same levers over and over again because they
tend to see the change process always from the same perspective. For instance, some
leaders always begin to replace key personnel, some to improve IT systems, and some to

reorganize the organization. (Tichy, 1983)

To avoid using the same levers, managers can approach change through its context and
type, for example by utilizing Kotter's eight-step model. The model presents the levers,
as the name suggests, in eight steps. During the first two steps, a leader’s job is to pre-

sent compelling reasons for the change and convince employees of the necessity of
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change while creating a sense of urgency for the change. The third, fourth, and fifth steps
are related to the vision of the change. During the third step, a vision is created. During
the fourth step, the vision is communicated, and during the fifth step, efforts are made
to remove possible obstacles in front of the change, so that those who are already mo-
tivated for the change can continue to encourage people to achieve the common vision.
The sixth step is related to succeeding in intermediate goals of change, which can help
people to see even more strongly the possibility of succeeding in changes long-term
goals. The seventh step is related to deepening the change through continuous mile-
stones. The last step is related to the integration of the change. The achieved change
must be kept as part of the company’s culture. (Kotter, 2007; Adams-Robinson, 2021, p.
89)

In addition to the levers, Kotter's (2007) model can be considered to also describe the
change process by using change management principles. However, the model’s eight
steps do not have to be performed one at a time because some of the steps can be per-
formed simultaneously. The same principles are used also in other scholars’ strategic

change processes. More on these in the following paragraphs.

2.1.1 Strategic change process

Strategic change processes, which are sometimes also called strategic renewals (Floyd &
Lade, 2000) are often described using process management or change management
principles. For instance, Sujova and Rajnoha (2012) describe the strategic change process
by following process management principles. Whereas Flamholtz and Randle’s (2008, p.
20) management system model and Lewin’s conceptual model of change describe the
change process by using change management principles. (Flamholtz & Randle, 2008, p.

18)

A process-like approach can be seen in Sujova and Rajnoha's (2012) strategic change
process which includes four main phases. Underneath each main phase, there are sev-

eral sub-phases to advance the process, see figure 6. The purpose of the first phase is to
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determine starting point for the change. This includes analyses, with the help of which
the need for change can be better understood and based on which the decision to make
the change can be made. The purpose of the second phase is to prepare for the change
project. This includes sub-phases from forming a team to defining a budget. The purpose
of the third phase is to implement the desired changes. The implementation includes
three sub-phases: defrosting, change realization, and freezing. During defrosting, the im-
plementation preparations such as arranging needed resources are made. This is fol-
lowed by the actual implementation, during which the change process is also optimized.
Finally, freezing, during which the changed processes are anchored as part of the organ-
ization’s current culture and operations. The purpose of the last main phase is to monitor
the achieved effects of the change, in which it is assessed whether the goal of the change
process was achieved. The phase also includes collecting feedback, on the basis of which
future change processes can be developed. A more detailed description of the different
phases of the strategic change process by Sujova and Rajnoha (2012) can be found in

figure 6 below.

Determinating starting
points of change

Preparing the change
project

Implementing
the changes

Monitoring the achieved
effects of change

Figure 6.
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The management system model is another helpful tool for leaders to plan change pro-
cesses. Like Sujova and Rajnoha’s strategic change process, the management system
model has four phases. The first phase includes identifying the need and obstacles to
change. Differing from the Sujova and Rajnoha (2012) process, the first phase of Flam-
holtz and Randle’s (2008, p. 20) model already includes the change plan and project
preparation, such as defining action steps and assigning roles. This is already done be-
cause the second phase of the model is already the implementation phase of the change.
(Flamholtz & Randle, 2008 p. 20) The third and fourth phases are built around letting go
of old habits and completing the change project, as well as evaluating the achieved

change. (Flamholtz & Randle, 2008 p. 21)

Lewin’s conceptual model of change has three phases: unfreeze, mobilize, and refreeze.
In the unfreezing phase, the leaders create a case that emphasizes the need and neces-
sity for change. The case must be in a form that can be clearly communicated to the
company’s employees. In the mobilization phase, the leaders need to identify the re-
sources needed for the change. The last phase, refreezing includes the implementation

of the changes as part of the company's new normal. (Adams-Robinson, 2021, p. 89)

Although Lewin's theory has been one of the most dominant change management the-
ories, it has received a lot of criticism in the last decades. One of the criticisms is based
on its top-down approach (Burnes, 2004), which was also briefly discussed earlier in the
strategic leadership styles part of this thesis. The emphasis on the role and responsibility
of leadership can also be seen in other models of strategic change processes. For exam-
ple, Kotter's eight-step model (Adams-Robinson, 2021, p. 89) can be considered to be
based fully on the role of management, where the leader's main responsibility is to en-

sure employees' commitment to the change process.

It can be stated that all aforementioned models and processes emphasize in addition to
leadership, the importance of anchoring changes as part of a company's new way to

operate. Based on this, it is clear that if the anchoring is not successful and the company
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returns to its old operational framework, the strategic change process can be considered
a failure. (Sujova and Rajnoha, 2012; Adams-Robinson, 2021, p. 89; Flamholtz & Randle,
2008 p. 21)

Although most models and processes use the same type of phases and actions, differ-
ences can also be observed between models. Sujova and Rajnoha's (2012) strategic
change process emphasizes initial mapping, while Flamholtz & Randle's (2008, p. 21)
management system model does not give it as much weight. The tools mentioned in the
strategic change context section such as the change kaleidoscope (Balogun & Hailey,
2008, p. 2) and the forcefield analysis (Baulcomb, 2003) can be used to determine the
starting point and preparations needed for the change project regardless of whether the

chosen process emphasizes it or not.

As can be seen from the elements of strategic change, strategic change is a very context-
specific matter. Because of this, it is also important to understand the context in order
to know how to choose the right levers for change and not just end up using the same
levers all over again. (Tichy, 1983) This is also strongly related to the fact that a change
process that was successfully applied to one company does not mean that it will work as
it is for another company. (Balogun & Hailey, p. 7, 8) A company's management must
know their company in and out to be able to create a change formula suitable for their

needs. (Miles, 1982, p. 14; Boeker, 1989)

The duration of the strategic change process depends on the context of change and the
type of change. For instance, in a smaller organization, the implementation of strategic
change can take less time than in a larger organization because complexity has been
found to increase the duration of a change effort. (Hannan & Freeman, 1984, pp. 160-
162) The duration is also affected by the extent of the desired change. In an evolutionary
type of strategic change, the change process can take several years while in a revolution

type of change, significant change often happens rapidly. (Balogun & Hailey, 2008, p. 21)
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Several challenges and risks can be associated with strategic change processes. One of
the challenges is resistance which many change efforts face. (Kotter & Schlesinger, 2008)
Resistance can occur at the individual, group, or corporate level. (Flamholtz & Randle,
2008, p. 8) The scope of the change can affect where the resistance comes from. For
example, resistance to transformational change is often due to fear of failure and sepa-
ration, while resistance to change that is not as heavy as transformational change is often
due to changing norms, habits, and insecurity. (Kindler, 1979) Company leaders can try
to deal with resistance in several different ways, such as by educating, communicating,
participating, facilitating, and offering support. (Kotter & Schlesinger, 2008) Lines’ (2004)
research on the influence of participation in strategic change found that there is a strong
negative relationship between employee participation and resistance, while there is a
strong positive relationship between employee participation, goal achievement, and or-

ganizational commitment.

Furthermore, one risk of the strategic change process is that the chosen direction turns
out to be wrong. For instance, the change was founded on wrong assumptions, resources
turned out to be insufficient, new competitors unexpectedly appeared on the market,
or new competitive products were launched. (Roberts et al., 2012) An example of an
unexpected external factor that changed the environment of many companies in a sig-
nificant way is covid-19, which started shaking the world significantly in 2020. (Cucinotta
& Vanelli, 2020) Furthermore, a lack of financial resources can also create barriers to

implementing strategic change. (Ndyha & Pesonen, 2014)

2.2 Initial Public Offering

An Initial Public Offering (IPO) refers to a process where a privately owned company
brings its shares to the stock exchange for public trading for the first time. (Taulli, 2012,
p. 28; Geddes, 2007, p. 1; Cirillo et al., 2018) Shares brought to the public can be newly
issued shares, holdings of existing owners, or a mixture of both. (Geddes, 2007, p. 7;

Huyghebaert & Van Hulle, 2006)
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The definition of an Initial Public Offering does not vary much among different scholars,
but it is sometimes referred to by other names. In many official contexts such as in peer-
reviewed articles and industry literature, Initial Public Offerings are also referred to as
"going public". The terms Initial Public Offering and going public are often used side by
side in the literature. (e.g., Cirillo et al., 2018; Nelson, 2003; Geddes, 2007; Inderes, 2023;
Deloitte 2023) The more casual name “going public” may be due to the fact that in the
Initial Public Offering process, in its simplicity, the company’s ownership is changed from
private to public. See figure 7. Term floatation has also been used to refer to Initial Public
Offerings, especially in the UK. (Geddes, 2007, p. 1) In this thesis, the Initial Public Offer-

ing is referred to either by its abbreviation “IPO” or “going public”.

Private company > |PO> Public company >

Figure 7. A private company becomes a public company by conducting an IPO. (Geddes,
2007, p. 1)

Companies doing IPOs are not always cut from the same tree. According to Nelson (2003)
and The Economic Times (2023), companies going public can be old, young, or even
newly established companies. Geddes (2007, p. 45) agrees, according to him, a compa-
ny's age is not the only indicator of whether a company is ready for an IPO. Rather, for a
successful IPO, the company needs to convince investors of the rationale and stability of
its business model and long-term value creation potential. Contrary to the above, Mar-
tens (2004) mentions that most companies conducting an IPO are relatively young en-

trepreneurial companies.

There are several drivers for companies to go public. (Espinasse, 2014, p. 1; Taulli, 2012,
p. 28) Referring to the views of Geddes (2007, p. 5) and Espinasse (2014, p. 1), there are
two main drivers for doing an IPO. First, raise additional equity capital, which companies
can use to finance future investments, pay off current debts, fund research, develop
products and services, or do mergers and acquisitions. Sherman (2005, p. 201) and the

Finnish Foundation for Share Promotion (2022) agree with Geddes and Espinasse
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whereas Brau and Fawcett (2006) only emphasize raising capital for acquisitions. The
second main driver mentioned by Geddes (2007, p. 5) and Espinasse (2014, p. 1) is to
raise funds for existing shareholders like founders or early-stage investors that may want
to get liquidity for their holdings. Kohers et al (2003) and the Finnish Foundation for
Share Promotion (2016) agree. With the liquidity created by the IPO, the founders and
early-stage investors can, for example, get money for personal needs, capital to start new

businesses or allocate capital towards other investment opportunities.

Taulli (2012, p. 38) partially agrees with Geddes (2007) and Espinasse (2014) on the main
IPO drivers. According to him, raising capital for the company is one of the main drivers,
but he mentions that the second main driver, unlike the others, is related to the credi-
bility that the company achieves by becoming a public company. In addition to improving
the credibility and business profile through the status of a public company, some com-
panies seek publicity and recognition through an IPO (Hiden, 2002, p. 3; Pagano et al.,
1998; Cumming, 2012).

Although many of the drivers mentioned above have something to do with raising capital,
the driver can also be a strategic decision that helps the company develop and imple-
ment its strategy more comprehensively in the future. (Geddes, 2007, p. 8) For instance,
Brau and Fawcett (2006) state as a result of their research that high technology compa-
nies often might see an IPO more as a strategic and reputational move than as a financial
decision. In addition, peer effects must not be ignored when discussing drivers. Research
by Aghamo and Thakor (2022) shows that the probability of an IPO increases significantly
if a company sees its direct competitor doing an IPO. This might also be one of the ex-
planatory factors for what was mentioned in the introduction about IPOs and the fact

that they often come in waves (lbbotson & Jaffe, 1975; Ritter, 1984).

The decision to take a company public requires in-depth analysis and long-term strategic
planning, including weighing the advantages and disadvantages of the IPO. (Sherman,

2005, p. 197; Taulli, 2012, p. 38; Aghamolla & Thakor, 2022) As can be seen from IPO
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drivers, going public can bring many advantages to a company. With the additional cap-
ital acquired through the IPO, a company is able to start making investments and thereby
take the company to a new level. Valuing a public company is also easier than valuing a
private company due to the required disclosure that gives investors more visibility of
public companies’ operations compared to private companies. Because of this, listed
public companies are often more valuable than the corresponding private companies.
(Geddes, 2007, p. 24) In addition to these, it may be easier and cheaper for a public
company to obtain future financing later in its life cycle than for a private company.

(Hiden, 2002, p. 3; Finnish Foundation for Share Promotion, 2016; Geddes, 2007, p. 25)

Another advantage of an IPO is related to transparency, which enables the company to
create a better and more comprehensive image of its operations, which can bring credi-
bility to the company. The publicity brought by an IPO can create awareness for the com-
pany and thereby increase the company's sales and facilitate the availability of good per-
sonnel. The press coverage of a public company is often greater than private companies,
which may make them appear stronger and safer to potential employees. (Sherman,
2005, p. 202; Geddes, 2007, p. 25) Public companies are also able to offer incentives
such as stock options to their management and employees. (Sherman, 2005, p. 202;
Geddes, 2007, p. 24) With the help of incentives, a company can better commit its em-

ployees to the company. (Saleem, 2011)

IPO forces the company's management to formulate a proper strategy for the company
if this has not been done before. Another thing that the company's management has to
focus on is improving the management and financial structure. A clear and proper strat-
egy as well as proper management and financial structures are crucial for the company's

future success. (Geddes, 2007, p. 25)

Many of the disadvantages of going public are related to the costs, which are often very
significant. (Sherman, 2005, p. 203) The costs can be either monetary or related to the

time spent. (Geddes, 2007, p. 26) The monetary costs often include the expenses
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incurred during the IPO process, but most often there are expenses also before and after
the IPO process. According to Sherman (2005, p. 204), the costs during the IPO include
consulting fees, legal fees, accounting fees, and marketing costs. In addition to these,
registrations, certificates, and the preparation of various documents such as a prospec-
tus bring huge costs to the company. (Finnish Foundation for Share Promotion, 2016;
Sherman, 2005, p. 205) Before the IPO process, costs arise from IPO preparations, such
as changes made to the organization’s structure or the systems it uses. (Finnish Founda-
tion for Share Promotion, 2016; Sherman, 2005, p. 206) The post-IPO costs are also im-
portant to consider. A public company has running costs after the IPO, which bring a large
permanent expense to the company. For example, there are ongoing costs for quarterly

reporting and managing investor relations. (Ibbotson & Ritter, 1995)

Open reporting and communication can also be seen as a disadvantage of an IPO. Re-
porting and open communication require staff, take time, and might require new oper-
ating methods and tools. Furthermore, transparency might mean losing the company's
privacy. (Sherman, 2005, p. 203; Taulli, 2012, p. 33) To exemplify, after the IPO, the com-
pany's competitors can get useful information about the company, such as full visibility
of the company's cost base and hints about the company's business strategies. (Taulli,

2012, p. 33; Pagano et al., 1998)

As mentioned at the beginning of the disadvantages, costs can also arise in the form of
time spent. (Geddes, 2007, p. 26) The IPO process takes time and energy from top man-
agement. (Ibbotson & Ritter, 1995) However, during the process, the management
should also be able to focus on executing the company’s strategy, and not just focus on
the IPO process. (Taulli, 2012, p. 31) This is also strongly related to the short-term focus,
which can also be seen as one of the disadvantages of an IPO. Quarterly reporting can
lead to short-sightedness, as a result of which not enough time is given to advance the

company’s long-term goals. (Taulli, 2012, p. 31; Geddes, 2007, p. 28)
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Loss of ownership control can also be seen as one disadvantage. As evidence, Brau and
Fawcett (2006) state as a result of their study that one of the main reasons for staying
private is to retain decision-making and ownership control. After going public, the com-
pany can no longer control who buys the company's shares. The risk is that the company
also attracts unwanted shareholders, such as competitors deciding to buy the company's
shares. (Espinasse, 2014 p. 4) There is also a risk that the IPO process is not successful,
and still, the company needs to carry the costs. (Latham & Braun, 2010) However, often
with good strategic planning, in-depth analysis, weighing advantages and disadvantages,
and understanding the IPO process and its requirements, the company can reduce the

risk of failure. (Sherman, 2005, p. 197)

Companies must meet certain requirements to do an IPO. Requirements depend on
which stock exchange the company is about to get listed on. (Sherman, 2014, p. 5; Ged-
des, 2007, p. 49) For instance, the main list of the Helsinki Stock Exchange, Nasdaqg Hel-
sinki, has different requirements than the Nasdaq First North Growth Market Finland
intended for small and medium-sized growth companies. (Finnish Foundation for Share
Promotion, 2022) The conditions for listing are defined in the Finnish Securities Market
Act and more detailed information is described in the decision of the Finnish Ministry of
Finance regarding the admission of securities to the stock exchange list. (Hiden, 2002, p.
10) Referring to the views of Sherman (2014, p. 208) and the Finnish Foundation for
Share Promotion (2022), requirements should be filled in well before jumping into the

process to avoid unexpected costs and confusion.

2.2.1 IPO process and timeframe

A company can save time and money if they start the IPO planning process early. (Sher-
man, 2005, p. 227) The company's strategy may need to be reformulated to reflect the
future state of the company. Certain processes may require development or changes
before the start of the IPO process can even be considered. (Sherman, 2005, p. 227;

Financial Supervisory Authority, 2020)
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According to Sherman (2005, p. 208), Taulli (2012, p. 40), and Geddes (2007, p. 55) the
actual IPO process takes between six to twelve months whereas Espenisse (2014, p. 77)
mentions that companies only need six to nine months from the beginning of the process
to the first day of trading. However, Geddes (2007, p. 55) emphasizes that each deal is
different. The three-month difference can be explained by several factors, such as the
fact that companies that have operated like public companies are able to complete the
IPO process in a faster time frame because they may already have the necessary prac-
tices in place. (Sherman, 2005, p. 208; Inderes 2023) Necessary practices mean an expe-
rienced senior management team (Tepper & Donner, 1996) and good management sup-
port systems in use, such as financial, legal, and IT systems. In addition, the company
already reports quarterly, and a large number of its board members are independent
and have experience working in public companies. (Taulli, 2012, p. 40) If a company does
not have independent directors on its board the underwriter often requires the company
to hire those prior to an IPO. (Tepper & Donner, 1996; Finnish Foundation for Share Pro-
motion, 2016)

The company's IPO timeframe can also be affected by its management’s awareness of
the capital markets, the IPO process, and its requirements. The smoothness of the pro-
cess is also affected by the skill and experience of the underwriter, who, in addition to
the company, is responsible for conducting the IPO. The schedule can also be slowed
down by acquisitions and mergers made by the company in the past. (Espenisse, 2014,

p.77)

Although the steps of the IPO process are the same for all companies (Taulli, 2012, p. 40),
different scholars have divided the process into entities of different sizes. Espenisse
(2014, p. 78) has divided the IPO process into three parts, Geddes (2007, p. 44) into five
parts, and Taulli (2012, p 40) into nine parts. The process of this thesis is based on a
combination of the Espenisse (2014, p. 78) three-part process and the Geddes (2007, p.

44) five-part process. The combination of processes is used because Espenisse
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emphasizes the actual IPO process clearly and shortly, but Geddes also takes into ac-
count the extensive preparatory work before the IPO, which is an essential part of this

thesis study.

Espenisse’s (2014, p. 78) three-part IPO process consists of the following: Preparation
work and due diligence, prospectus reviewing, and marketing. Similar parts can also be
seen in the Geddes (2007, p. 55) IPO process. In addition to these three parts, Geddes
has a corporate issue (p. 47) as a part before the start of Espenisses’ IPO process and an
aftermarket (p. 58) part at the end of the process. This thesis does not focus on the af-
termarket phase because it focuses on the post-IPO period and is thus outside the re-

search scope of this thesis. See figure 1.

Geddes' (2007, pp. 44, 47 & 54) corporate issue part can also be described as the pre-
work part because it includes not only the organizational and structural issue-related
matters but also appointing advisers. For some companies, the corporate issue phase of
the process may start even a year or more before the actual IPO. (Geddes, 2007, p. 47)
Some companies may need more time with certain steps. For instance, if the company
has not operated as a public company, it must start to prepare its management support
systems, start to report quarterly, and hold meetings regularly. (Sherman, 2005, p. 208;
Inderes 2023) Some companies, especially smaller or more unknown ones, may need
more time for marketing to get the attention of investors. (Finnish Foundation for Share

Promotion, 2016, p. 37)

Many companies require a lot of so-called house cleaning before they can even consider
going public. (Geddes, 2007, p. 47) House cleaning in this context refers to going through
and organizing company documents before they become public documents. (Sherman,
2005, p. 208) Companies need to set aside enough time for cleaning, and the cleaning
process can be good to start already in the pre-work phase. In addition, if the company
needs experienced managers and a certain kind of know-how, it is recommendable to

start this process also well before the actual IPO process begins. (Espenisse, 2014, p. 209)
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Tepper and Donner (1996) stated that preparation is key to a successful IPO, so sufficient
time must be set aside for it. The preparation and due diligence included in the official
IPO process can take approximately three to six months. (Espinasse, 2014, p. 77) The
Cambridge dictionary (2023) defines due diligence as follows: "The detailed examination
of a company and its financial records, done before becoming involved in a business ar-
rangement with it, such as buying it or selling its shares to investors". According to Finn-
ish Foundation for Share Promotion (2016, p. 22), due diligence includes in addition to a
financial audit, a corporate governance system and a legal due diligence audit. Some
companies may only start house cleaning within the official IPO process but it is im-
portant to note that if the company does not allocate enough time for the preparation
and due diligence phase, it can bring up unwanted costs, show strategic weaknesses, or
reveal unexpected problems. The best way to prepare for due diligence is to conduct a
legal audit and implement a formal management structure if the company does not yet
have it. The formal structure includes formal board meetings, meeting minutes, and pe-

riodic reporting. (Espenisse, 2014, p. 210)

Part of the due diligence process is the preparation of the registration statement, which
consists of drafting the prospectus and supporting documents. (Taulli, 2012, p. 42). In
short, a prospectus is a document that contains all the important information an investor
needs to make an investment decision. Preparing the prospectus is a mandatory part of
a company's IPO process. (Finnish Foundation for Share Promotion, 2016, p. 23; Espi-
nasse, 2014, p. 102; Geddes, 2007, p. 110) A more detailed description of the prospectus

is in section 3.3.

Lastly, the marketing phase of the IPO process takes around two to four weeks. (Es-
penisse 2014, p. 78) Geddes (2007, p. 57) divides the marketing process into three
phases: pre-marketing, marketing, and pricing and allocation. The pre-marketing in-
cludes investment case development, market and management preparation, and publi-

cation of initial research. (Geddes, 2007, p. 57) A company's intention to go public is
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often announced in the pre-marketing phase. (Finnish Foundation for Share Promotion,
2016, p. 28) The marketing phase consists of defining the price range, filing the registra-
tion statement including the prospectus, sales briefing, organizing roadshows and one-
on-ones as well as sales follow-up and book building. (Finnish Foundation for Share Pro-
motion, 2016, p. 27) The pricing and allocation as its name imply include price-setting
and allocation. (Geddes, 2007, p. 56) This latest stage of marketing is not included in the

scope of the thesis, so a more detailed description is not needed.

From a few weeks to a year or more 6 to 9 months (Espinasse, 2014, p. 77) / 6 to 12 months (Geddes, 2007, p. 55)
3 to 6 months
Pre-work >
Preparation and Due diligence
T due diligence Preparing registration
statement
o zational Apoint
ragnizational advisors
and structural 1to 1,5 months
issues .
Kick-off Regulatory review of
meeting prospectus
Review of prospectus [————— Draft other documents
Editing rounds

2to 4 weeks

Pre-marketing

Marketing L Marketing

f !

Announcement  Filing the registration
of IPO statement

Pricing and
allocation

Aftermarket

Pre-IPO PO Post-IPO

[ I

Private company Public company

Figure 8. IPO process based on Espenisse's (2014, p. 78) and Geddes's (2007, p. 44) IPO
process description.

In the pre-marketing phase, the IPO is announced only to a small circle of investors and
information about a company's IPO should not be leaked to the public until the company
has filed a registration statement during the marketing phase. Despite all the IPO prep-
arations that a company does, the company's management must try to keep the IPO
confidential throughout the process. (Espinasse, 2014, p. 86) Because of this, the IPO
project is often given a secret project name at the kick-off meeting. As can see in figure

8, the official IPO process starts with a kick-off meeting where all parties involved are
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introduced to each other. (Espinasse, 2014, p. 86) Before the first meeting, the company
has already started making preparations like appointing advisors for the project. In addi-
tion to the company’s board members and senior managers, a lead underwriter is ap-
pointed. The lead underwriter is often a merchant or an investment bank. Furthermore,
several other advisors such as lawyers, accountants, and possible consultants, auditors,
and marketing agencies participate in the process. (Taulli, 2012, p. 35; Espinasse, 2014,
p. 63; Sherman, 2005, p. 208; Geddes, 2007, p. 31)

2.3 Synthesis - strategic changes prior to an IPO

This section aims to synthesize the theories of strategic change and IPO into one simpli-
fied theoretical framework that can be used to study how companies change strategies
prior to an IPO. In the following paragraphs, the building blocks chosen for the theoreti-
cal framework are described and justified. The theoretical framework as a whole is pre-
sented at the end of this synthesis. The framework will be used later in this study to help
interpret the data collected for the study and to make observations about how the three

case companies have changed their strategies prior to their IPOs.

As stated already in the introduction, the change from private to public is one of the
biggest changes a company can make during its lifecycle. (Flamholtz & Randle, 2008, p.
6; Espinasse, 2014, p. 1) The decision to take a company public requires in-depth analysis
and long-term strategic planning (Sherman, 2005, p. 197; Taulli, 2012, p. 38). Thus, Flam-
holtz and Randle (2008, p. 12) consider IPO to be a special transformational change,

which is the most significant form of change a company can make on a scale of changes.

Once a company’s owners have made the decision to do an IPO, they want to make sure
that the IPO process is done so that it fairly values the company. To make the IPO suc-
cessful, the company must have a good investment case (Espinasse, 2014, p. 7), which
includes a well-formed strategy and a clear vision of how the company aims to evolve
over the coming years. Therefore, the company's management must formulate the strat-

egy to reflect the future state of the company (Sherman, 2005, p. 227) well ahead of the
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beginning of the actual IPO process. (Geddes, 2007, p. 55) Sherman (2005, p. 227) states
that a company can save a lot of time and money if they start the IPO planning process
early. Tepper and Donner (1996) agree and emphasize how preparation and sufficient

time given to it is the key to a successful IPO.

Based on the review of the theory of strategic change, it can be stated that strategic
changes can happen in various ways, in different timeframes, and to different extents.
(Flamholtz & Randle, 2008, p. 11, 12; Balogun & Hailey, 2008, p. 21; Whittington et al.,
2019, p. 475) Further, strategic changes can be classified based on the type of change.
(Dominguez CC et al., 2015; Flamholtz & Randle 2008, p. 11, 12; Balogun & Hailey, 2008,
p. 21) As this study aims to understand the phenomenon of strategic change prior to an
IPO, it is important to identify strategic actions that the case companies have done be-
fore their IPOs. To make the study clear and structured, the strategic actions are classi-
fied according to the types of strategic change model by Balogun and Hailey (2008, p. 21)
as shown in figure 9. Strategic actions selected for the framework are based on the in-

formation obtained from the separate review of strategic change and IPO theories.

Based on the separate reviews of strategic change and IPO theories, it can be stated that
both theories emphasize the importance of the company's management. The im-
portance of leadership in strategic change can already be seen in the definition of the
term strategic change (e.g., Boyne & Meier, 2009; Flamholtz & Randle, 2008, p. 13), but
also in the elements of strategic change, where leadership is considered to influence the
context of strategic change, the types of strategic change, and, through these, the levers

of strategic change. (Whittington et al., 2019, p. 465) See figure 3.

Furthermore, the strategic change theory emphasizes how a new owner, a new board
member, or a new TMT member can bring with them new perspectives that can have an
impact on the company's long-term direction. (Goodstein & Boeker, 1991; Dominguez
CC et al., 2015; Helfat et al., 2007, p. 46) According to Helfat et al (2007, p 46), bringing

new people into a company can be a faster way to create strategic change.
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Reorganization can help start a strategic change process, as a result of which changes in
the company's management are common at times of strategy change. (Dominguez CC et

al., 2015)

The IPO theory also emphasizes the importance of management. To demonstrate, the
decision to do an IPO comes from the owners of the company. (Espinasse, 2014, p. 1;
Taulli, 2012, p. 28) As mentioned earlier, the owners want the IPO to be successful, which
is why they prepare their company for the IPO in the best possible way. In order to max-
imize the probability of a successful IPO, the owners appoint the best possible board of
directors for the company, who then chooses the most suitable top management team

to lead the company through the IPO. (Nour, 2009, pp. 12, 83)

Based on the IPO theory review, it can be stated that the composition of the company's
board and TMT should have a certain form as the IPO approaches. According to Taulli
(2012, p. 212), it would be good for board members to have a public company back-
ground. Moreover, the company's CEO should have credibility in the industry and the
know-how to lead the company's operations efficiently. Further, Espenisse et al (2014, p.
209) state that if the company needs experienced leaders and a certain kind of know-

how, it is recommended to start this process well before the IPO begins.

Due to the great emphasis on leadership in both theories, changes in the main owner,
board members, or top management team members prior to an IPO can be considered
as actions that affect the strategy of the company and therefore are used as building
blocks in the framework of this thesis. According to Balogun and Hailey’s type of change
model (2008, p. 21), these changes are often considered a revolutionary type of changes

and are therefore placed in the framework below it.

Other strategic actions that fit under the revolution type of change are transformative
acquisitions, mergers, and divestments. As mentioned in the theory of strategic change,

mergers and acquisitions can be used to create strategic change in a company. (Helfat et
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al., 2007, p. 48; Balogun & Hailey, 2008, p. 22; Whittington et al., 2019, p. 475) From an
IPO point of view, mergers and acquisitions can serve as a way to show investors the
company's ability to grow (Nour, 2009, p. 96), which in turn can make the company look
like a better investment opportunity during the IPO process. In addition to mergers and
acquisitions, divestments can also be a way to make a strategic change in a company.
Divestments are often done to show a sharpened strategic focus on a specific business
in the future. (Berry, 2010) As mentioned in the theory of strategic change, mergers,
acquisitions, and divestments are not always revolutionary. (Balogun & Hailey, 2008, p.
22; Whittington et al., 2019, p. 475) If the merger, acquisition, or divestment is small in
size, it can be classified as a reconstructive type of strategic change (Balogun & Hailey,
2008, p. 21). According to Whittington et al (2019, p. 475), reconstruction type of change
actions can also include changes in the organizational structure or changes in the finan-

cial structure.

According to Whittington et al (2019, p. 475), adaptation is the most common form of
change in an organization. Thus, it can be assumed that adaptative strategic actions oc-
cur continuously before the IPO as the company aims to build a strong track record to
show to potential investors in the IPO process. Adaptive strategic actions could include
launches of new products, widening of the sales network, and improvement of produc-
tion methodologies (Balogun & Hailey, 2008, p. 22). Because adaptative change happens
over a long period and slowly builds on what a company has been doing for many years
(Balogun & Hailey, 2008, p. 22; Whittington et al., 2019, p. 475), adaptive strategic ac-

tions can be hard to identify.

Similarly, to the adaptative type of change, the evolution type of change happens over a
long period. (Balogun & Hailey, 2008, p. 24; Whittington et al., 2019, p. 477) However,
as evolution includes a fundamental change in strategic direction (Balogun & Hailey,
2008, p. 24; Whittington et al., 2019, p. 477), it is unlikely that companies that are build-
ing a track record for a successful IPO would go through an evolutionary type of change.

Despite this, evolution-type change with its strategic action example is included as one
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of the building blocks of the framework. Despite the assumption based on the IPO theory,
this type of strategic change could also be able to use as a way to make a strategic change

before an IPO.

Examples of strategic actions
Example of strategic action
Improvement of production

Significant changes that happen methods
over time in production methods
e.g. traditional energy company Launches of new products
moves from unsustainable to
sustainable Widening sales network
| |
Evolution Adaptation
Strategic change IPO
Revolution Reconstruction
I |
Examples of strategic actions Examples of strategic actions
Change in main owner Changes in organizational
e.g. activist owner structure
Changes in board members Changes in financial structure
e.g. change in reporting
Changes in TMT members standards
Transformative mergers, Acquisition that does not
acquisition or divestments fundamentally change

the company’s business model

Figure 9. The framework of this thesis.
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3 Research Methodology

The third chapter describes the research approach, case selection, and data collection.
The case selection also includes short descriptions of the selected case companies.
Moreover, the chapter analyzes the data collected for the study and describes the relia-

bility and validity of the study.

3.1 Research approach

The study of this thesis is carried out by means of qualitative research, which enables
the use of a wide range of approaches and methods. (Saldafia, 2011, p. 3) The study
collects and analyzes non-numerical data, which is usual for qualitative research. (Saun-
ders et al., 2007, p. 145) Secondary documentary data in written form from three case
companies are used as the thesis data. A more detailed description of the data, data

collection, and analysis later in this chapter.

Qualitative research can be done either through the deductive, inductive, or abductive
approach. (Saldafia, 2011, p. 93) A combination of approaches can also be used in qual-
itative research. (Saunders et al., 2007, p. 140) A deductive approach was chosen as the
research approach of this thesis. The deductive approach refers to an approach where
theory creates the basis for the research. (Saldana, 2011, p. 93) According to Robson

(2002) and Saunders et al (2007, p. 117), deductive research progresses through the next

steps:
1. Create a theoretical framework based on theory or theories
2. Explore the data selected for the study in light of the created framework
3. Examine the findings of the study
4. Make adjustments to the theory based on the findings, if necessary

Qualitative research has several genres, of which the case study is one. (Saldafia, 2011,

p. 4) A case study can rely on one or more cases. (Saunders et al., 2007, p. 140) According
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to Maylor and Blackmon (2005, p. 246), a single case study dives deeply into a selected
case, whereas a multiple case study is more interested in the breadth of the phenome-
non in cases rather than the depth. A multiple case study was chosen as the method of
this study because it aims to identify which features are unique to one case and which
are common across all three selected cases. (Maylor & Blackmon, 2005, p. 246) Moreo-
ver, a case study answers “how” and “why” questions and focuses on a current phenom-
enon in a real-life context where a researcher has little control over the events studied.

(Simons, 2009, p. 39; Yin, 1994, p. 1)

The above-mentioned typical features of the case study indicate that the genre has been
chosen correctly because the research question of the study begins with "how" and aims
to use case companies to answer: How do companies change their strategy prior to an
IPO? In addition, as already mentioned in the introduction, the phenomenon can be con-
sidered very current in the context of real life. Furthermore, the researcher has only little
control over the events studied in this thesis because the research examines events and

processes that have already occurred.

3.2 Case selection

According to Maylor and Blackmon (2005, p. 249), there are two ways to select cases.
First, choose extreme cases or cases that vary widely in one or more aspects. Second,

choose cases that are similar to each other.

In this study, there are only a few aspects that unite the selected cases. First, all the case
companies are from Finland. Second, all the case companies were listed on the Nasdaq
Helsinki marketplace. Finally, all the case companies filed an IPO registration statement
in 2021. Otherwise, the companies do not have that much in common. The companies
operate in different industries. Two of the companies operate mainly in Finland, while
one of them has more operations also outside Finland. Two companies have a longer

history, while one of the companies was founded in the last ten years. After the next
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paragraph, brief descriptions of the case companies are presented. The case companies

are given in the order in which they filed their IPO registration statements in 2021.

The case companies were selected from the Finnish Foundation for Share Promotion
(2023) website, which maintains a list of companies that have gone public in Finland in
recent years. The availability of secondary data influenced the selection of case compa-
nies. It was necessary to check in advance which companies have information that can

be used to answer the research question of this thesis.

3.2.1 Description of case companies

Case 1: Kreate Group

Kreate Group is an infrastructure construction company from Finland that was founded
in 2015 when three infrastructure construction companies combined their forces. The
merged companies have together more than 190 years of experience in the industry.
Today, the company serves its customers together with an associated company through-
out Finland. Kreate’s customers are mainly public sector customers from Finland. The
company offers services for construction projects involving roads, bridges, and railways.
In addition, the company’s service category also includes projects concerning rock con-
struction, concrete construction, special foundation construction, and circular economy.

Kreate employs approximately 380 construction professionals. (Kreate prospectus, 2021)

Kreate was listed on the Nasdaq Helsinki marketplace in 2021. The company submitted
its IPO registration statement on February 5, 2021. (Kreate prospectus, 2021) Kreate’s
turnover and turnover growth from 2016 to 2021 in figure 10, and EBIT and EBIT mar-
gin from 2016 to 2021 in figure 11.
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Figure 10. Kreate turnover and turnover growth in 2016-2021. (Kreate prospectus, 2021;
Kreate financial statement releases 2016-2020; Kreate annual report, 2021)
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Figure 11. Kreate EBIT and EBIT margin in 2016—2021. (Kreate prospectus, 2021; Kreate
financial statement releases 2016-2020; Kreate annual report, 2021)

Case 2: Orthex

Orthex is a household goods company from Finland that was founded in 1956. However,
due to the acquisitions made in 2010 and 2011, today the company’s history goes all the
way to the year 1914. The company designs, manufactures, and sells household goods
for home storage, kitchen, home and yard, and plant care, of which the largest product
group is home storage. The Nordic countries are Orthex's main market, although the
company has sales in more than 40 countries in total, including Germany, France, and
the United Kingdom. Orthex employs approximately 285 employees. (Orthex prospectus,
2021)
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Orthex was listed on the Nasdaq Helsinki marketplace in 2021. The company submitted
its IPO registration statement on March 12, 2021. (Orthex prospectus, 2021) Orthex’s
turnover and turnover growth from 2016 to 2021 in figure 12, and EBIT and EBIT margin
from 2016 to 2021 in figure 13.
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Figure 12. Orthex turnover and turnover growth in 2016-2021. (Orthex prospectus, 2021;
Orthex financial statement releases 2016-2020; Orthex annual report, 2021)
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Figure 13. Orthex EBIT and EBIT margin in 2016-2021. (Orthex prospectus, 2021; Orthex
financial statement releases 2016-2020; Orthex annual report, 2021)

Case 3: Puuilo

Puuilo is a department store chain from Finland that was founded in 1982. The company
was originally a small lumber workshop whose sales were made with the power of six
buses. At the beginning of the 2000s, the buses were abandoned, and stores started to

be built. In 2006, Puuilo had four stores and in 2019 there were already 27 stores. Today,
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the company operates in the discount retail market and has almost 40 stores and a web-
shop in Finland. Puuilo's product range includes tools, construction supplies, car supplies,
garden supplies, pet supplies, leisure supplies, household goods, and food. (Puuilo, 2023)

Puuilo employs approximately 622 employees. (Puuilo prospectus, 2021)

Puuilo was listed on the Nasdaqg Helsinki marketplace in 2021. The company submitted
its IPO registration statement on June 10, 2021. (Puuilo prospectus, 2021) Puuilo’s turn-
over and turnover growth from 2016 to 2021 in figure 14, and EBIT and EBIT margin from
2016 to 2021 in figure 15.
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Figure 14. Puuilo turnover and turnover growth in 2016-2021. (Puuilo prospectus, 2021;
Puuilo financial statement releases 2016-2020; Puuilo annual report, 2021)
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Figure 15. Puuilo EBIT and EBIT margin in 2016-2021. (Puuilo prospectus, 2021; Puuilo
financial statement releases 2016-2020; Puuilo annual report, 2021)
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3.3 Data collection

Secondary data refers to data that has already been collected for other purposes. Sec-
ondary data often includes both raw data and published summaries. (Saunders et al.,
2007, p. 246) In this study, written documentary secondary data is used. Written reports
contain case companies' organizational documents such as financial reports, annual re-

ports, half-year reports, interim reports, and financial statement releases.

According to Saunders et al (2007, p. 253), locating and finding relevant secondary data
may require detective skills. Collecting secondary data for the study took time because
it had to be collected from several different locations and its suitability for the study had
to be ensured. Some organizational documents such as financial statement releases
were collected for a small fee from the website of the Virre data service owned by the
Finnish Patent and Registration Office and some of the documents such as annual re-
ports were found on the websites of the case companies free of charge. The collected
organizational documents are from the period before the case companies filed their IPO
registration statements, i.e., from the years 2015-2020. However, despite a careful
search, not all the desired materials for all case companies were found. This may be due
to the fact that the documents do not exist. Although all companies have financial state-
ment releases, not all companies necessarily have separate annual reports. Private com-
panies are not required to report similarly to public companies. Another reason could be
that some of the case companies may have purposefully removed the old documents

from their website after the IPO.

The aforementioned organizational documents are complemented by bulletins pub-
lished on the websites of the case companies in 2015-2020. According to Oxford
Learner’s Dictionary (2023), a bulletin refers to an official statement about something
important. In this context, bulletins published by the case companies are important an-
nouncements or potential turning points in the case companies’ direction, which is why

it is important to include bulletins as part of the data of this study.
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In addition to the above, this study also includes prospectuses as a third source of doc-
umentary secondary data. The prospectus is a document prepared during the IPO pro-
cess, which investors should use when making a decision to buy a company's shares.
Preparing the prospectus is a mandatory part of a company's IPO process. (Espinasse,
2014, p. 102; Geddes, 2007, p. 110) Prospectuses are often very extensive, either physi-
cal or pdf. documents that follow a certain predefined format. (Taulli, 2012, p. 55) The
Finnish Ministry of Finance's decision on the prospectus lists exactly what must be men-
tioned in prospectuses. (Hiden, 2002, p. 12) The prospectuses should accurately describe
a company's business, including the company's strategy. The prospectuses also contain
a description of the company's history, IPO drivers, financial situation, risk factors, and
composition of the management team. By law, the prospectuses must mention all rele-
vant information about a company, no matter if the information is good, bad, or even

ugly for the company. (Taulli, 2012, p. 55)

The prospectuses of the case companies were collected from the website of the Finnish
Financial Supervisory Authority (2021), where the prospectuses can be freely read and
downloaded free of charge. The prospectuses are from the year 2021, more precisely,

from the day when the case companies filed their final IPO registration statements.

3.4 Data analysis

The data analysis of this thesis is done by using qualitative content analysis because it
can be used to analyze text, visual and audio data. (Sachdeva, 2009, p. 165) Data analysis
uses a data-oriented and inductive research strategy, meaning that the research codes
and categories of this study are formed based on data analysis. (Maylor & Blackmon,
2005 p. 252) Organizing secondary written data into codes and categories enables sys-
tematic study and analysis of data, which in turn also helps to find themes and patterns

in the data. (Saunders et al., 2007, p. 479)

First, within-case analysis is performed, during which the focus is on analyzing individual

cases without allowing findings of other cases to influence the analysis. (Maylor &
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Blackmon, 2005, p. 252) After this, a cross-case analysis is performed, where the purpose
is to search for patterns of events or patterns of processes between the cases through
the simultaneous analysis of all cases. (Maylor & Blackmon, 2005, p. 252) The cross-case
analysis also helps identify whether the findings are part of a possible general phenom-

enon or are the findings only part of a single occurrence. (Eisenhardt & Graebner, 2007)

In all cases, the data is processed in a specific order. The review of the data starts from
2015 and progresses year by year until 2021 when the companies submitted their IPO
registration statements. Individual timelines are created for all case companies, in which
strategic actions taken by the case companies are presented. Moreover, based on the
strategic actions, a simplified roadmap is created to describe the company's journey to-
ward the IPO. Finally, the finished timelines and roadmaps are compared to each other
to find patterns. To facilitate this, common data matrices and illustrative figures are cre-

ated.

3.5 Research quality

Research quality can be evaluated through reliability and validity. (Saunders et al., 2007,
p. 149) Reliability refers to a process in which data collection and techniques used in its
analysis lead to consistent findings. (Saunders et al., 2007, p. 149) According to Easterby-
Smith et al. (2002, p. 53) and Saunders et al. (2007, p. 149) reliability of the process can

be assessed using the next three questions:

1. Do the findings remain the same in different situations?
2. Do the findings remain the same regardless of the observer?

3. Are the findings obtained from the raw data transparent?

Firstly, the researcher of this thesis was the only one who examined the data used in the
study to avoid observer error. Secondly, the data were analyzed according to the quali-
tative content analysis method guidelines. The data of all case companies were catego-

rized and coded using the same technique to ensure the similarity of the findings
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regardless of the situation and the observer. Lastly, plenty of references were used in the
findings in order to keep the core messages as original as possible and to make the find-

ings transparent.

The study uses secondary data, which is why the use and collection of secondary data
must also be justified and evaluated carefully. According to Saunders et al (2007, p. 263,
265), one way to evaluate secondary data is to evaluate the source and the collection
method of the data. Organizational documents such as annual reports are originally
made for a specific purpose. For example, the purpose of an annual report may be to
inform employees and other stakeholders about the company’s operations. The original
purpose of the documents can also affect how the information is presented in the re-
ports. In various documents, issues can be presented as a summary, which often makes

it impossible to check the entire context of the issue being presented.

It is also important to note that a company often makes its own reports and bulletins,
which is why the data presented in the reports and bulletins on the company’s website
are likely to be somewhat biased. Moreover, the author of the reports often stays un-
known, which also affects reliability. There may also be errors in the reports or bulletins,
or alternatively, the presented issues have been chosen so that they only show the pos-

itive aspects of the presented issues.

Prospectuses can be considered less biased than previously mentioned organizational
documents. This is because parties outside a company are involved in preparing prospec-
tuses. The parties participating in an IPO process are described in section 2.2.1. The task
of external parties such as underwriters, lawyers, and accountants is to ensure that the
issues stated in prospectuses are correct. However, it is important to note that this does

not mean that the prospectuses cannot have some minor factual errors.

The validity on the other hand is “concerned with whether the findings are really what

they appear to be”. (Saunders et al., 2007, p. 149) The truthfulness of the findings can
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be assessed for example by evaluating the study’s reliability and the findings’ generali-
zability. The biases and possible errors mentioned earlier in the reliability part of the
chapter can reduce the validity of the study. Furthermore, the findings of this thesis
study cannot be considered generalizable because the sample size was quite small, and
the phenomenon was studied only in a specific setting. However, the study can provide
additional information for companies considering an IPO or it can serve as an idea base

for other studies related to strategic change and IPO.
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4 Findings

The fourth chapter describes the research findings. Firstly, the findings are presented
case by case as their own entities. Secondly, the findings are analyzed with cross-case
analysis, where the aim is to point out patterns of events between the case companies
through simultaneous analysis. At the same time, the possible similarities and differ-
ences between the cases are connected to the existing literature. Lastly, the findings are

discussed as a whole, and final results are drawn.

4.1 Case analysis

Symbols and colors were developed based on the thesis framework for the analysis and
the case companies’ timelines of this findings section. See figure 16 for the explanation
of the coding and categorization used to describe the different strategic actions of the

case companies that took place prior to their IPOs.

Symbol on timeline Strategic action Type of change
Change in owner or .
. Revolution
transformative merger
Change in board member Revolution
Av Change in TMT member Revolution
C> Change in financial structure, etc. Reconstruction
|:| Change ”7 orgamzatmnal structure, Reconstruction
major investments, etc.
Acquisition or divestment that does not funda- .
i . Reconstruction
mentally change the company’s business model
Widening salesnetwork, improvement of .
. § Adaptation
I:I production methods, etc. P
Responding to changes in the environment or .
Adaptation

customer behavior, e.g. investing in marketing

Figure 16. Symbols used on timelines and the meanings of their colors and forms.
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4.1.1 Case 1 Kreate Group analysis

The strategic actions taken by Kreate that were found from the data are gathered to-
gether in figure 18 and classified according to figure 16. The strategic actions are de-
scribed in more detail using the frameworks’ change types in the following paragraphs.
The actions are presented in chronological order, starting from 2015. In the end, a sum-
mary and a roadmap are presented with which Kreate, based on the data, has gone to-

ward the IPO.

The year 2015: A period of revolutionary changes

At the end of March 2015 Fin-Seula Ltd and Insind6ritoimisto Seppo Rantala Ltd merged
with Kesdlahden Maansiirto Ltd. The day after the merger, the company was named Kre-
ate Ltd. (Kreate financial statement 1.1.-31.12.2015) Less than a month after the merger,
the company’s board decided to dismiss the company's current CEO. (Kreate financial
statement 1.1.-31.12.2015) The dismissal is mentioned in the company's 2015 financial

statement as follows:

On 27.4.2015, the company’s board of directors decided to end the

CEQ’s position.

In addition to the dismissal of the CEO, the company got two new board members. (Kre-
ate prospectus, 2021) These changes, which can be classified as revolutionary changes
according to Figure 16, can be assumed to be related to the merger of the three compa-

nies.

In addition to the revolutionary changes, the company decided to issue shares to the
company's key personnel. (Kreate financial statement, 2015) The share issue changed
the company's ownership structure in a minor manner, which is why it can be classified
as a reconstruction change according to Figure 16. In 2015, another reconstruction type

of change took place when Kreate decided to exit the Russian business by selling
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Laatokan Maansiirto Ltd. (Kreate financial statement 1.1.-31.12.2015) This change can
be seen to have changed the company's organizational structure quickly, but not signifi-
cantly because the divestment was not a large part of the total business and only became
part of Kreate in connection with the mergers. For these reasons, this strategic action

can be seen based on Figure 16 as a reconstruction-type change.

The year 2016: Mainly reconstruction changes

In 2016, Kreate continued integrating the operating methods of the merged companies.
(Kreate financial statement 1.1.-31.12.2016) In addition to this, the company made a
new share issue for the company's key personnel which purpose was justified in Kreate’s

2016 financial statement as follows:

The purpose of issuing the shares is to strengthen the company's cap-
ital structure, expand the company's owner base, and encourage and
commit key personnel of the company and its group companies to the

group's business operations.

In addition to these previously mentioned reconstruction types of changes, the company
took measures related to project selection and forecasting. (Kreate financial statement
1.1.-31.12.2016) This can be seen as a natural continuation of the integration, but also
as a continuation of the project section and forecasting which has already happened in

the companies before they merged. For this reason, this is seen as an adaptive change.
Although the main focus was to some extent on the reconstruction changes, one revo-
lutionary change took place during the year when one new person joined the company’s

TMT. (Kreate prospectus, 2021)

The year 2017: Revolutionary and reconstruction changes



59

In 2017, Kreate made two acquisitions when it bought Railtek Ltd Insa and Railtek Ltd
Rata. The purpose of the acquisition was to acquire competent resources, company- and
employee-specific references, and to strengthen Kreate's business portfolio, especially
with regard to the railway construction business. (Kreate prospectus, 2021) The acquisi-
tions can be seen to have strengthened Kreate's current business, which is why these

strategic actions are classified as reconstruction-type changes.

In the same year, Kreate's joint venture, of which Kreate owns 50%, also made an acqui-
sition. In the 2017 financial statement, the acquisition that again strengthened the com-

pany's bored pile business is mentioned as follows:

During the financial year, KFS Finland Oy acquired 100% of Sotkamo
Porapaalu Ltd’s share capital. Sotkamo's Porapaalu Ltd has been con-

solidated into the financial statement from 3.7.2017.

The same year the company make a decision to change its financial reporting structure
by starting to use IFRS in its accounting. (Kreate prospectus, 2021) The financial reporting
structure change can be seen as a rapid change, which, however, builds on top of what
the company has already been doing for years and is for that reason classified as a re-

construction-type of change.

In 2017, the company again issued new shares, which were this time given not only to
the group's key personnel but also to the strategic owners of the company. (Kreate fi-
nancial statement, 2017) This reconstruction change can be seen to be related to the
changes that took place in the same year in the company's TMT, which are described

below.

Revolution-type of changes occurred when significant changes in the company's TMT
were made. In addition to the new CEO and CFO, two other new members joined the

company’s TMT. (Kreate prospectus, 2021) In the same year as a significant
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reorganization of the TMT took place, the company made an update to its strategy for
the years 2018-2020. The renewed strategy aimed to sharpen the company’s direction
toward demanding infrastructure construction projects. (Kreate board of directors' re-

port and financial statement 1.1.-31.12.2018)

The year 2018: A period of three different types of changes

The revolutionary changes of 2017 continued when three new members joined the com-
pany's TMT (Kreate prospectus, 2021) in 2018, adding up to a total of seven TMT changes
during 2017-2018. It can be assumed that by 2017, the merger and integration that
started in 2015 had reached a state where the company was no longer dependent on
the previous TMT members’ know-how. Thus, the board decided to bring in new per-

spectives in the form of new TMT members.

One year after the company started to use IFRS accounting and got a new CFO, the com-
pany reported using the IFRS standards for the first time. (Kreate prospectus, 2021). In
addition to this reconstruction type of change, the company made other changes to its
financial structure by renewing its financial agreement and taking out a new bank loan.

(Kreate board of directors’ report and financial statement 1.1.-31.12.2018)

In the same year, there were two more reconstruction types of changes. First, the com-
pany made another acquisition when it bought Varkaus Louhinta Ltd to strengthen its
rock construction business. The acquisition is mentioned in Kreate's prospectus (2021)

as follows:

Through a transaction completed on 3 April 2018, Kreate acquired the
business of Varkauden Louhinta Oy, which specialized in rock engi-
neering. As a result of the transaction, 15 experts in rock engineering
were transferred to Kreate. In connection with the transaction, Kreate

also acquired special machinery used in rock excavation.
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Second, Kreate merged Railtek Ltd Insa and Railtek Ltd Rata to form Kreate Rata Ltd. In

the bulletin (2018) published on the company's website, the merger is justified as follows:

The aim of the merger is to clarify the structure of the Kreate Group
and to strengthen Kreate's reputation as a competitive and solution-

oriented expert in track construction.

A merger was also seen in the company's joint venture when Sotkamon Porapaalu Ltd

merged into KFS Finlandia on October 31, 2018. (Kreate prospectus, 2021)

During the year, Kreate also made adaptive changes such as investments in BIM expertise,
a new HR portal, and the development of project management in accordance with the
strategy updated in 2017. (Kreate board of directors’ report and financial statement 1.1.-
31.12.2018) For instance, the BIM expertise and the wish for its wider use are mentioned

in the company's 2018 financial review as follows:

The development of Building Information Model (BIM) based operat-
ing method in infrastructure construction is one of the key goals of
Kreate's research and development activities. During 2018, a develop-
ment strategy was created, which aims to increase knowledge of

building information modeling and the wider use of it in the company.

Altogether, the years 2017-2018 were an eventful period for Kreate with considerable
TMT changes followed by multiple reconstruction and adaptive changes. It can be con-
cluded that the TMT reshuffle accelerated the rate of change in the company in 2017-
2018.

The year 2019: A period of adaptive and reconstruction type of changes
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In 2019, the company continued to make adaptive changes by continuing to invest in
digitization (Kreate board of directors’ report and financial statement 1.1.-31.12.2019)
as well as started renewing its ERP system. (Kreate prospectus, 2021) In addition, the
company set out to brighten its brand by becoming active on social media channels and
renewing its website. (Kreate board of directors’ report and financial statement 1.1.--
31.12.2019) About two years prior to the IPO, the company also changed the name of
the group's parent company. The change of the name was mentioned in the bulletin

published on the company's website (2020) as follows:

The unification of Kreate Group continued in May, when the name of
the parent company KE Holding Oy was changed to Kreate Group Oy.
In the same context, Timo Vikstrom, CEO of Kreate Oy, took over as
CEO of Kreate Group Oy, taking on even stronger responsibility for the
group's various functions. The change is part of Kreate Group's unifi-
cation process and supports the clarification of both operations and

reporting.

In 2019, the company decided to buy a warehouse area in Tuusula, which it had previ-
ously rented (Kreate board of directors’ report and financial statement 1.1.-31.12.2019 ;

Kreate prospectus 2021) which can be seen as a reconstruction type of change.

In addition to adaptive and reconstruction changes, there was one revolution-type
change as the company's board got a new chairman. (Kreate prospectus, 2021) It should
also be mentioned that the company updated again its strategy for the years 2020-2024.
(Kreate board of directors’ report and financial statement 1.1.-31.12.2019; Kreate finan-
cial review 2018) In the new updated strategy, which is briefly mentioned in the 2019

board's activity report and financial statement, the following areas are emphasized:

The goal is to specialize in more and more demanding infrastructure

projects, to expand the place in the industry's value chain in new
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forms of procurement, and to partner more and more widely with

both customers and other service providers.

In the brief description of the strategy, there is no noticeable difference from the previ-
ous year. However, the company's TMT may have wanted to review the strategy as they

were new to the company's management.

The year 2020: A period of three different types of changes

In 2020, the management team got a new member, and the board was strengthened by
a person with a background in managing a public company. (Kreate prospectus, 2021) At
this stage, it can be assumed that the company already knew about its IPO intentions,
which is why the company clearly wanted to increase its know-how about managing a

public company by appointing a person with a public company background to the board.

In addition to the aforementioned revolution-type changes, the company made recon-
struction-type changes when it agreed with its bank to restructure its financing. Kreate
took out a loan of 34.25 million euros and paid back the capital loans granted to it and
the interest accrued on the loans, a total of 17.8 million euros. (Kreate prospectus, 2021)
In addition, in 2020, Kreate made a significant equipment investment in its track business

when it bought a machine costing 1.1 million euros. (Kreate prospectus, 2021).

The adaptive changes of 2020 were related to the investments made in its tender calcu-
lation, equipment management, and personnel development. As in previous years, per-
sonnel were trained in digitalization and BIM expertise. (Kreate prospectus, 2021; Kreate

financial statement 2020).

Conclusion of case Kreate and roadmap to IPO
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To conclude, Kreate has taken several strategic actions during the six years prior to its
IPO, as shown in figure 18. Overall, strategic actions have enabled the company's growth
and financial results, which has accelerated the company's journey toward the IPO. In
addition to continuous adaptive changes, such as the development of project manage-
ment and increasing digitization in its growing number of projects (Kreate prospectus,
2021), the company has also made reconstruction-type changes such as bolt-on acquisi-
tions which have contributed to the company’s growth and thus led it towards the IPO.
Information system updates and reporting reforms have helped the management sys-
tems to keep up with the company's growth and enabled high-quality reporting which is

essential for the IPO process.

The company has also made revolutionary changes by changing the board and TMT
members. For instance, Kreate changed both CEO and CFO within five years prior to the
IPO. In addition, just before the IPO, Kreate hired a board member with a public company
background. The significant reorganization in the company’s TMT in 2017-2018 must be
emphasized. From 2015 until 2021, the company made a total of ten TMT changes of
which seven were made in 2017-2018. The changes may have been related to the after-
math of the merger in 2015, or they may have been made with the IPO in mind. For
instance, according to Espenisse (2014, p. 209), if the company needs experienced man-
agers and a certain kind of know-how before the IPQ, it is worth starting the hiring pro-
cess well before the actual IPO process begins. It is also interesting to note that after
2018 there is only one change in TMT prior to the IPO. One reason for the strong reten-

tion of TMT members could be that Kreate issued shares to key personnel in 2017.

The journey toward IPO can also be depicted using a simplified roadmap. See figure 17.
The color of a certain year of the roadmap represents the type of change that has been

emphasized in that year's strategic actions.
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2015 2016 2017 2018 2019 2020 2021
® o ® L o IPO

Emphasis on revolution Emphasis on reconstruction Emphasis on adaptive
L D o P cons't " ape
types of strategic actions types of strategic actions types of strategic actions

Continuous adaptive
strategic actions

Figure 17. Kreate's roadmap toward the IPO by type of change.

From the above roadmap, it can be seen that the year 2015, 2017, 2018, and 2020 have
been periods of revolutionary change for Kreate. However, only the year 2015 was a
clear period of revolutionary changes. The year 2016 was mostly full of reconstruction
changes and it can be assumed that the company may have tried to recover from the
2015 transformational merger by investing in integration to find common ground. Also
in other years, reconstruction-type changes were made in connection with revolutionary

changes or immediately after them.

The bolt-on acquisitions that drove the company's growth forward are buried under the
significant TMT reorganization of years 2017-2018, due to which they do not appear as
a clear green period in the roadmap. However, these bolt-on acquisitions can be consid-
ered to have taken place so that the company still had time to integrate the acquisitions
into its operations. According to Espenisse et al (2014, p. 77), acquisitions that take place
too close to the IPO can slow down and make the IPO process more difficult. Kreate did
not experience any clear adaptive periods either. However, adaptive changes can be con-

sidered to have occurred steadily year after year, starting in 2016.

As a final result, it can be stated that Kreate's journey toward the IPO happened mainly
through rapid changes, such as revolution and reconstruction type of changes. Based on
the data, it can be stated that the transformative merger had a significant impact on the
company's long-term direction, bringing with it several board and TMT member changes.

Due to the continuous adaptive type of changes as well as numerous reconstruction
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types of changes, it can also be stated that the journey towards the IPO was also made

by building on what the company has already been doing for years.

Based on the data, no observations of evolution type of changes were made. Despite the
several revolutionary type of strategic actions, it can be still said that the company
wanted to build on what it has already done for years rather than fundamentally change

its current culture or way of operating.
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Reports for the first
time according to
the IFRS standard

Strategy update
for 2020-2024
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inanHR training 3425 m€
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Figure 18. Strategic change timeline for Kreate.
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4.1.2 Case 2 Orthex analysis

The strategic actions taken by Orthex that were found from the data are gathered to-
gether in figure 20 and classified according to Figure 16. The strategic actions are de-
scribed in more detail using the frameworks’ change types in the following paragraphs.
The actions are presented in chronological order, starting from 2015. In the end, a sum-
mary and a roadmap are presented with which Orthex, based on the data, has gone to-

wards the IPO.

The year 2015: A period of revolutionary changes

In 2015 Orthex got a new main owner when the Finnish private equity company Sponsor
Capital Ltd bought a majority stake in the company. In the same year, a new person
joined the company's management team (Orthex prospectus, 2021). In addition to these
revolutionary changes, the company's ownership base was also expanded with a share
issue, which can be classified as a minor change in ownership structure and thus a re-
construction-type change according to Figure 16. The share issue was justified in Or-

thex's 2015 financial statement as follows:

The basis for the share issue was to strengthen equity and connect a

key person to a share-based incentive program.

Based on this, it can be assumed that the share issue was made specifically for the new

TMT member since the financial statement refers to one key person.

The year 2016: Reconstruction period

A year after the new main owner joined the company, Orthex expanded outside Nordic

countries (Orthex prospectus, 2021) and established sales functions in Germany and the

United Kingdom. (Orthex financial statement 1.1.-31.12.2016) The expansion outside the
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company's main market can be seen to have changed the company's organizational
structure, which is why the new sales function establishments are classified as a recon-
struction-type change according to Figure 16. The establishment of new sales functions

was justified in Orthex's 2021 prospectus as follows:

Although overall prioritization of sales efforts and customer develop-
ment actions is performed centrally, local sales organizations take care
of customer relations and merchandising activities, which enables Or-
thex to better serve its customers in targeted countries. The local sales
organizations are in practice responsible for commercial activities with

retailers.

As a continuation of the reconstruction changes, the company decided to sell the real
estate company Fair Fjorton KB located in Tingsryd and sign a lease agreement with its
new owner for the factory in Sweden. (Orthex financial statement 1.1.-31.12.2016) It can
be seen that the company wanted to give up ownership of the property and release the
capital from it for other purposes. Because of this, it can also be seen as a reconstruction

type of change.

In the same year, Orthex also started to strengthen its market position in the Nordic
countries by developing new products. (Orthex prospectus, 2021) This can be seen as an
adaptive change with the help of which the needs of the customers were taken into ac-

count to also secure the company’s future in its main market.
In 2016, the company's board got a new chairman. (Orthex prospectus, 2021) This revo-
lution-type change may be related to the 2015 change of ownership as the new main

owner wants to bring its own representative to the board.

The year 2017: Revolutionary and reconstruction changes
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In 2017, the company decided to continue its expansion outside the Nordic countries
and established a sales function in France. (Orthex financial statement 1.1.-31.12.2017)
It can be assumed that the previous sales function establishments had been done suc-
cessfully because Orthex set out to establish this new sales function in France only a year
after the previous ones. In addition to this reconstruction-type change which can be con-
sidered to have changed the structure of the organization, the company decided to hire
a new CFO. (Orthex prospectus, 2021) Hiring a new CFO is classified under the type of
revolutionary change due to the rapid and possible significant change that it might bring

into the company's strategy.

In the background, the company continued to develop new products, which can be seen

as continuous adaptive changes. (Orthex prospectus, 2021)

The year 2018: A period of adaptive changes

Adaptive changes continued on a wider scale in 2018 when the company started to in-
troduce new products to the market. Prevailing trends and customer needs were taken
into account in the new products. These new mainly bio-based products are also men-

tioned in Orthex's 2021 prospectus as follows:

For example, in 2018, Orthex launched a series of products made from
a new bio-based composite that was developed together with Stora
Enso Oyj (“Stora Enso”). The material combines sugar-cane-based
plastic and wood fiber to create products with the same functional
properties as conventional plastics while reducing the carbon foot-
print by almost 60 percent. Going forward, Orthex views these kinds
of sustainable product initiatives as the key source of growth within

the Kitchen product category.
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The continuous introduction of new products also helped the company implement a new

pricing strategy, which is also mentioned in the company's prospectus (2021) as follows:

By launching new products, Orthex strives to increase the overall prof-
itability and value of the product category as new products allow for
an active pricing strategy. For the year ended December 31, 2020, 87.0
percent of Orthex’s invoiced sales were from products sold under its
own brands, which provides Orthex with a better control over the
branding and pricing of its products. Orthex believes that strong
brands motivate consumers to choose its products, and retailers to in-
clude them in their selections. This allows Orthex to price its products
based on consumer demand rather than production costs (which of-
ten is the case for private label production), and to differentiate its
product assortment from competitors. During the periods under re-
view, Orthex has generally been able to maintain or increase product

pricing despite decreasing raw materials costs.

Another strategic action belonging to the group of adaptive changes in 2018 was when
the company became a BSCI member to demonstrate that it evaluates its suppliers ac-

curately. (Orthex prospectus, 2021)

Although 2018 can be considered to have been mainly a period of adaptive changes, the
company started to invest in efficiency development at its Swedish factory, which also

continued during 2019. (Orthex prospectus, 2021)

The year 2019: A period of reconstruction changes

In 2019, the company continued to make significant investments in production facilities

in Sweden. In addition to this, reconstruction-type changes were also made at the fac-

tory in Finland. In Sweden, investments were made to improve production efficiency and
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inventory management, and in Finland to enhance production automation. (Orthex

prospectus, 2021)

More reconstruction-type changes were made when the company changed its financial
reporting structure by starting to use IFRS in its accounting. (Orthex financial statement

2019)

Although the main focus of 2019 can be seen to have been on reconstruction-type
changes, the company also continued to make revolutionary and adaptive changes.
There was a change in the company's TMT when one new person joined the group. (Or-
thex prospectus, 2021) Moreover, in 2019 the company continued their adaptive
changes by establishing strategic partnerships with Fortum, Kesko, and Lassila & Tikanoja
and introducing new bio-based products to the market in cooperation with the partners.

(Orthex prospectus, 2021)

The year 2020: A period of three different types of changes

In 2020, there were changes in the financial reporting structure that can be considered
as reconstruction changes. Orthex reported for the first time in accordance with the IFRS
standard. In addition to this, the company renewed its financing agreement and took out
a new bank loan of 37 million euros. (Orthex financial statement 2019 and 2020) Orthex
also issued further new shares to the company's key personnel to create long-term in-
centives for the TMT members. (Orthex prospectus, 2021; Orthex board of directors’ re-

port and financial statement 1.1.-31.12.2020)

The company also established an outsourced warehouse in Germany for its growing Eu-
ropean operations. (Orthex board of directors’ report and financial statement 1.1.-
31.12.2020; Orthex prospectus, 2021) This can be considered to have changed the dis-
tribution of products and, accordingly, the organizational structure, which can be con-

sidered a reconstruction-type change.
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In 2020 one new member joined the company's TMT. Further, within one year prior to
the IPO, the company recruited two new members of the board, of which one has a

publicly listed company background. (Orthex prospectus, 2021)

The adaptive changes of 2020 were related to investments in factories and in the com-
pany's IT and reporting systems as well as to an effort to increase visibility in the new
markets opened in 2016-2017. Maintenance investments were made in both factories
to increase capacity and ensure efficient production (Orthex board of directors’ report
and financial statement 1.1.-31.12.2020) In the same year, improvements were also
made to the company's IT and reporting systems. (Orthex prospectus, 2021) In addition
to these actions, the company decided to open a website for Amazon's online store in
order to speed up sales and visibility in Europe as a continuation of the new markets

opened in 2016 and 2017. (Orthex prospectus, 2021)

The year 2021: Another revolution and adaptive type of change

In 2021, just before the IPO was announced, the company recruited one more new board
member (Orthex prospectus, 2021) as well switched its factories to use 100% fossil-free
hydro-powered electricity. (Orthex annual report 2021) Orthex has emphasized environ-
mental responsibility in its operations since the 1990s, so it can be assumed that the
previous years' factory investments were at least part of the preparation for the use of a
new type of electricity, which is why it is considered to be an adaptive change for Orthex.
(Orthex prospectus, 2021) The new board member can be considered a revolutionary

type of change.

Conclusion for case Orthex and roadmap to IPO

To conclude, Orthex has made several strategic actions during the six years prior to its

IPO, as shown in figure 20. Overall, it can be seen that the strategic actions taken by
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Orthex have enabled the company’s healthy growth and financial performance, which in
turn has enabled the company's journey toward the IPO. In addition to continuous adap-
tive changes like introducing new sustainable products to the market to cater to the
changing customer behavior and ensuring efficient use of factories, the company has
made reconstruction type of changes such as entering new markets that have enabled

growth and made possible for example to increase capacity in existing factories.

The company has also made revolutionary changes by changing the board and TMT
members. Over the years, Orthex made five changes in the board of directors, two of
which were close to the change of ownership in 2015 and three within a year before the
IPO. Only three TMT changes occurred during the observation period. The company got
a new CFO within four years before the IPO and the CEO remained the same throughout
the period. The relatively low rate of turnover in the company's management may be
explained by the fact that the company made efforts to commit the management to the

company with the help of share-based incentives.

The changes in the board right before the IPO could be explained by the fact that the
company felt that it needs new know-how at the board level on how to manage a public
company. One member from a public company background joined the company's board
just before the IPO. Keeping the TMT stable before the IPO could have also been a way
to communicate that the company's strategy execution is solid and the operations will

remain the same despite the upcoming transformational change.

When observing the company’s timeline, one can see that the number of strategic ac-
tions increased in the last few years prior to the IPO. This may be the case because the
company might have already been in the IPO process and thus started to prepare the

company for the IPO with the help of many simultaneous strategic actions.
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The journey toward IPO can also be depicted using a simplified roadmap. See figure 19.
The color of a certain year of the roadmap represents the type of change that has been

emphasized in that year's strategic actions.

2015 2016 2017 2018 2019 2020 2021
® ® ® ® [ ] IPO

Emphasis on revolution Emphasis on reconstruction Emphasis on adaptive
" g P onst L I apave
types of strategic actions types of strategic actions types of strategic actions

Continuous adaptive
strategic actions

Figure 19. Orthex's roadmap toward the IPO by type of change.

From the above roadmap, it can be seen that the year 2015, 2017, 2020, and the time
before the IPO in 2021 have been periods of revolutionary change for Orthex. However,
only the year 2015 was a clear period of revolutionary changes, while in other years, in
addition to revolutionary changes, reconstruction, and adaptive changes were also made.
During 2016, the company may have tried to recover from the revolutionary ownership
change by building on what the company has been doing for years. The same pattern
can be observed after the 2017 CFO change when the company again experienced a clear

build-on phase after the revolutionary change.

The company's journey toward the IPO has also included other clear periods where the
emphasis has been on only one type of change. The years 2016 and 2019 can be seen to
have mainly been reconstruction periods. The 2019 reconstruction changes can be seen
to be related to the start of the IPO process because then the company adopted IFRS
accounting and began to prepare the company's production facilities so that the facto-

ries can be stated to be ready to serve with a larger capacity in the future.

Adaptive changes can be seen to have taken place in the company every year since 2015,

but the company experienced a special adaptive period in 2018 right after expanding
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outside the Nordic countries. It can be assumed that, in addition to shifting the focus to
other markets, the company might have wanted to keep a strong hold on its main market
and, therefore, also pay close attention to the needs of customers in the main market by
bringing new bio-based products to the market with its strategic partners. Investments

in new products continued in the following years, as can be seen from the roadmap.

As a final result, it can be stated that Orthex's journey toward the IPO happened mainly
through changes that have built on what the company has done for several years, such
as adaptive and reconstruction type of changes. Since 2016, the company took multiple
reconstructive strategic actions as it expanded outside of the Nordics and invested in its
production facilities to enhance efficiency. The reconstruction type of changes has both
increased the size of the addressable market and improved production capacity, which

can be seen as enablers of a successful IPO.

Based on the data, no observations of evolution type of changes were made. As stated
in the previous paragraph, the company has rather wanted to build on what it has al-

ready done for years than radically change its long-term direction.
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4.1.3 Case 3 Puuilo analysis

The strategic actions taken by Puuilo that were found from the data are gathered to-
gether in figure 22 and classified according to Figure 16. The strategic actions are de-
scribed in more detail using the frameworks’ change types in the following paragraphs.
The actions are presented in chronological order, starting from 2015. In the end, a sum-
mary and a roadmap are presented with which Puuilo, based on the data, has gone to-

wards the IPO.

The year 2015: A period of revolutionary changes

In 2015 Puuilo got a new main owner when the private equity company Sentica Partners,
which owned a majority of Puuilo since 2011, sold its holdings to Adelis Equity Partners
Fund I. (Puuilo prospectus, 2021) The then-CEO commented on the new main owner

joining the company as follows in a bulletin published in 2015:

We see cooperation with Adelis as a natural step because Adelis offers
us a strong sparring partner and business leadership skills that will

contribute to our ability to continue implementing our growth strat-

egy.

Puuilo got two sparring partners after the change of ownership when two new people
with Adelis work background joined the company's board. (Puuilo prospectus, 2021) Due
to Adelis background, the new board members can be considered as the owner's repre-
sentatives and can be seen to have brought the owner's perspective and wishes to the

company’s board and thereby also to the long-term direction of Puuilo.

In addition to the revolutionary changes mentioned above, the company continued to
make adaptive changes in the background, which were also referred to by the then-CEO

of Puuilo in the 2015 bulletin published on Puuilo’s website. For Puuilo, continuing to
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implement the growth strategy meant for example increasing the number of its stores.
In 2015, Puuilo's goal was to double the store network from 14 stores to 30 stores.

(Puuilo, 2015)

The year 2016: Revolutionary changes continue

For the most part, the year 2016 can also be considered a period of revolutionary
changes for Puuilo. In 2016, the company’s board got new perspectives when a new per-
son joined the board. In the same year, the company also got a new chairman of the
board. (Puuilo prospectus, 2021; Puuilo, 2016a) In addition to the two changes in the
company’s board, a new CFO was recruited. (Puuilo prospectus, 2021) The then-CEO of

Puuilo said that the new CFO will...

support Puuilo's growth and especially strengthen financial manage-
ment and reporting, but also move the company's growth strategy

forward. (Puuilo, 2016b)

The appointments of a new CFO, a new board member, and a new chairman of the board

can be seen as revolutionary changes taking place in the aftermath of the new owner.

During 2016, the company made investments in IT systems, but these investments can
be considered as an adaptive change and a response to the gradual realization of the
company's growth strategy in recent years. (Puuilo financial statement 1.2.2016-
31.1.2017) In 2016, the company opened two more stores, increasing the number of

stores to 16. (Puuilo prospectus, 2021)

In the same year, the company decided to close one store (Puuilo financial statement
1.2.2016-31.1.2017). The matter was mentioned very briefly in the company's 2016 fi-
nancial statement, due to which the real reason behind the decision is unknown. The

closing of the store could have been due to the unprofitable operation of the store or a
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bad lease agreement, which can be considered to have been important issues for Puuilo
already in 2015. (Puuilo prospectus, 2021) From this point of view, the closing of the
store can be considered to have happened quickly and built on what the company has
already been doing for several years, which is why it can be classified as a reconstruction-
type change. Puuilo's goal is to make its new stores profitable, measured by operating

profit, in the month after the opening. (Puuilo prospectus, 2021)

The year 2017: New CEO and several adaptive changes

The year 2017 was mostly full of adaptive changes, except for the recruitment of the

new CEO and the introduction of IFRS accounting.

The adaptive changes of previous years continued when the store network was in-
creased from 16 stores to 19 stores. (Puuilo prospectus, 2021) Investments in the previ-
ous year's IT system were also continued for 2017. (Puuilo financial statement 1.2.2017-
31.1.2018) The new strategic action classified as an adaptive change was a significant
investment in the company's marketing to improve its recognition and capture market
share as its competitor went into corporate restructuring. (Puuilo financial statement

1.2.2017-31.1.2018)

In 2017, the very next year after the CFO recruitment, the company started using IFRS in
its accounting (Puuilo IFRS financial statements 31.1.2021, 31.1.2020, and 31.1.2019),
the use of which is required from a company listed on the Helsinki Stock Exchange. (Fi-
nancial Supervisory Authority, 2020) IFRS changes companies’ financial structure, due to

which it is classified as a reconstruction-type change.

The revolution-type changes of 2015 and 2016 continued in 2017 when a new CEO was
recruited to the company and the current CEO moved to lead the company from the

board. (Puuilo financial statement 1.2.2017-31.1.2018) In the bulletin published on
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Puuilo’s website (Puuilo, 2017a), the background of the CEO change is explained as fol-

lows:

Juha Saarela will start his position on 1.8.2017. Puuilo's current CEO
and company founder Markku Tuomaala continues as an active mem-

ber of the company's board and a significant owner.

The bulletin also contains a comment by Markku Tuomaala, which goes as follows:

As the strong growth continues, Puuilo needs a new kind of vision and
experience in the house, and Juha is the right man to bring it to us. |
feel that after more than 30 years as CEO of Puuilo, it's time to make
room for younger talents and focus on running the company from the

board in the future. (Puuilo, 2017a)

The year 2018: Significant reconstruction type of change takes place

In 2018, the company started making significant IT system reforms. The reforms included
changes that affected the entire company from cashier to payroll clerk, such as a new
online shopping platform, a new internal communication system, a new purchase invoice
processing system, a new cash register system, and a new HR system. (Puuilo prospectus,
2021) Due to the rapid integration of the reform, but as it builds on what the company
has done for years, the IT system reform can be considered part of the reconstruction-

type change.

In the background of this significant IT system reform, Puuilo's adaptive changes contin-
ued as the store network grew from 19 stores to 23 stores. Furthermore, the company
decided to start sponsorship cooperation for the first time with the Finnish biathlon club
(Puuilo, 2017b), which they continued the very next year (Puuilo, 2018) and expanded

to other clubs again in 2020 (Puuilo, 2020d). The decision can be seen as a continuation
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of increasing the company’s recognition through marketing, which in turn helped the

company to implement its growth strategy.

The year 2019: Reconstruction changes continue

Most of Puuilo's 2019 strategic actions can be classified under the reconstruction type
of change. In 2019, the company made changes to its group structure. This is also stated

in Puuilo's IFRS financial statements (31.1.2021, 31.1.2020, and 31.1.2019) as follow:

Puuilo's group structure changed in the 2019 financial year, when
Puuilo Oyj (formerly Puuilo Invest 1 Oy) became a subsidiary of the

Swedish Puuilo Invest Holding AB.

In the same year, the company reported for the first time according to IFRS (Puuilo IFRS
financial statements 31.1.2021, 31.1.2020, and 31.1.2019) and took out an additional
bank loan of 18.5 million euros. (Puuilo IFRS financial statements 31.1.2021, 31.1.2020,
and 31.1.2019) The above strategic actions can be seen as changes to the organizational
structure or financial structure, due to which they can be classified as reconstruction-

type changes.

At the same time, the company continued to implement its growth strategy, increasing
the store network from 23 stores to 27 stores. (Puuilo prospectus, 2021) In addition to
this, a new person joined the company’s TMT (Puuilo, 2019) which in turn can be classi-

fied as a revolution-type change.

The year 2020: A new period of revolutionary changes

A significant reorganization took place in the company's TMT when Puuilo refueled the

company with new perspectives in 2020. (Puuilo, 2020a, 2020b & 2020c) A total of four

new people joined the company’s TMT replacing almost the entire old TMT just a year
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prior to the IPO. (Puuilo prospectus, 2021) The company’s CEO justified the reform of

the TMT as follows:

With Puuilo's rapid growth, the importance of personnel and infor-
mation management skills has become more important. The well-be-
ing of the employees, the functionality of the company's internal HR
processes, and an information management strategy that is in line
with the company's strategy play a significant role in terms of the suc-
cess of our company. It's great that we got Lissu and Juha along.

(Puuilo, 2020b)

Puulio's long-standing growth and success are based on a strong pur-
chasing and selection strategy. Goods of interest to customers and af-
fordable prices are at the center of our operations and our customer
promise. With his background, Markku brings us strong experience

and know-how. (Puuilo, 2020c)

This 2020 reorganization is also mentioned in Puuilo's prospectus (2021):

The Company renewed its management team in 2020 by redefining
the roles and carrying out critical recruitments on areas with strategic

importance.

TMT reorganization can be classified as a revolution type of change. In the prospectus
(2021), it is even said that the company has made strategic recruitments with a long-
term vision in mind. In 2020, the company also got a new investor. The company’s main
owner, Adelis, brought in investor to further support Puuilo's growth while still continu-
ing as the company's majority owner. (Puuilo, 2020d) This can also be categorized into

the revolution type of change together with the TMT changes.
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In 2020, the company also started preparing for the introduction of a new ERP system.
The ERP system can be considered particularly important for Puuilo because one of its
strategic cornerstones is related to an affordable cost base, which in turn is based on an
efficient supply chain. (Puuilo prospectus, 2021) In addition to this reconstruction
change, Puuilo made arrangements for its financial structure by renewing its financial
agreement and taking out another loan of 100 million euros while paying off its previous

loans. (Puuilo IFRS financial statements 31.1.2021, 31.1.2020, and 31.1.2019)

Adaptive changes also continued in 2020 when the company increased its store network
from 27 stores to 30 stores (Puuilo prospectus, 2021), reaching its 2015 goal. (Puuilo,

2015)

The year 2021: One last revolutionary change

Just before the IPO registration statement was submitted, Puuilo decided to hire a new
board member with a public company background. (Puuilo prospectus, 2021; Puuilo
half-year review 1.2.-30.4.2021) This action can be classified under the revolution
change type along with other board member changes. Puuilo can be considered to have
wanted to raise the board's knowledge of what it is like to lead a public company or just
to follow the general guidance of theorists (Taulli, 2012, p. 40) and underwriters that
guide that it would be good to have a person or persons with a public company back-

ground in a company when it goes public.

Conclusions of case Puuilo and roadmap to IPO

To conclude, Puuilo has taken several strategic actions during the six years prior to its
IPO, as shown in figure 22. Overall, it can be seen that the strategic actions taken by
Puuilo have enabled the company's healthy growth and financial performance, which in
turn has enabled the company's journey toward the IPO. In addition to continuous adap-

tive changes like answering customer needs and expanding the store network, the
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company has made reconstruction type of changes such as major IT system reforms that
have enabled growth and made possible for example the introduction of IFRS accounting.

Adaptive changes are marked as a yellow ball on the roadmap per year.

The company has also made revolutionary changes by changing the board and TMT
members. For instance, Puuilo changed both CFO and CEO within five years prior to the
IPO. In addition, just before the IPO, the company hired a board member with a public
company background. The significant changes in TMT members in 2020 must be empha-
sized. From 2015 until 2021, Puuilo made a total of seven TMT changes, five of which
were made two years prior to the IPO. With the change of the board and TMT members,
the company may have been able to further accelerate its growth by adding new exper-
tise to the company, but also communicate that the company's goal is to further grow in
the future. The 2020 reorganization can also be considered to have been the company's
way of communicating a new upcoming change, where the new managers have acted as

the face of the beginning of a new era.

Among the many changes, one significant action that can be assumed to have influenced
the company's six-year journey toward the IPO is the change of ownership in 2015. Based
on the research data, it can be assumed that the new owner who joined the company in
2015, might have given momentum to Puuilo's growth strategy and been influential in
setting a higher goal for growing the store network toward the IPO. For instance, in 2015
Puuilo had a total of 14 stores (Puuilo prospectus, 2021) and the company's goal at that
time was to double the number of its stores. The company's then-CEO mentioned the

matter in a bulletin published on Puuilo's website (2015):

We have grown strongly in recent years and developed from a local
operator to an operator that covers most of Finland. ... Our goal in

the coming years is to double the number of our stores.
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Before the IPO in 2021, Puuilo had already reached the 2015 goal, with a total of 32
stores. (Puuilo prospectus, 2021) Despite this, in the prospectus published at the time of

the IPO, it states that the company still aims to double the number of its stores:

In the medium term, Puuilo's target is to double the number of its
stores and grow its network to approximately 60 stores. (Puuilo pro-

spectus, 2021)

Although the company's growth strategy can be seen to have doubled along the way
toward the IPO, the small intermediate goals of success may have been important for
the company's personnel as well as for the company’s IPO. Because of the constantly
raised goal the company accumulated a track record of success by achieving its goals,

which can look particularly good in the eyes of investors during the IPO process.

The journey toward IPO can also be depicted using a simplified roadmap. See figure 21.
The color of a certain year of the roadmap represents the type of change that has been

emphasized in that year's strategic actions.

2015 2016 2017 2018 2019 2020 2021
o ® ® o o o IPO

Emphasis on revolution Emphasis on reconstruction _ Emphasis on adaptive
types of strategic actions types of strategic actions types of strategic actions
o Continuous adaptive

strategic actions

Figure 21. Puuilo's roadmap toward the IPO by type of change.

From the above roadmap, it can be seen that the years 2015-2016, the year 2020, and
the time before the IPO in 2021 have been periods of revolutionary change for Puuilo.
In 2017, after the change of CEO, Puuilo mainly experienced a bit over two years of adap-

tive and reconstruction changes. During this time, it can be assumed that the new CEO
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got to know the company's operations with sufficient precision and was able to review
the company's long-term direction together with the company's board and TMT before

the strong period of revolution type of changes happened again in the company in 2020.

Adaptive changes can be seen to have taken place in the company every year since 2015,
but the company experienced a special adaptive period in 2017 right after the change of
CEO. In general, the company's adaptive changes have remained fairly steady in the back-
ground from year to year, despite the fact that the company's big competitor experi-
enced difficulties in 2017, and the pandemic began to shake the world in 2020. The com-
pany has grown its store network by 3-4 new stores per year, despite all the changes in

its environment. (Puuilo prospectus, 2021)

As a final result, it can be stated that Puuilo's journey toward the IPO happened mainly
through rapid changes, such as revolution and reconstruction type of changes. Based on
the data, it can be assumed that the change of ownership had a significant impact on
the company's long-term direction, bringing with it several board and TMT member
changes. Due to the continuous adaptive changes made in the background, it can also
be stated that the journey towards the IPO was also made by building on what the com-
pany has already been doing for years, such as expanding its store network, constantly
striving to meet the changing needs of customers and proactively developing the organ-

izational structure so that it can keep up with the company's rapid growth.

Based on the data, no observations of evolution type of changes were made. As stated
in the previous paragraph, the company has rather wanted to build on what it has al-
ready done for years than radically change its long-term direction. This can be seen from
the fact that the company has made a lot of adaptive and reconstruction type of changes

prior to the IPO.
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4.2 Similarities and differences in the unique roadmaps toward IPO

In this section, the findings are analyzed using a cross-case analysis where the aim is to
point out patterns of events between the case companies through simultaneous analysis.
[llustrative figures are utilized to present the observations of similarities and differences

more clearly between the cases.

Figure 23 depicts the simplified roadmaps of all case companies toward their IPOs. Case-
specific roadmaps and their analyzes can be read in section 4.1. Next, the roadmaps are
examined as a whole, after which the prevailing types of change in the roadmaps are
reviewed one by one in order to find similarities and differences between the case com-

panies. Lastly, final conclusions are made.

2015 2016 2017 2018 2019 2020 2021
o O O o o IPO
Kreate
Orthex
O o o o O O IPO
Puuilo

— Emphasis on revolution Emphasis on reconstruction | — Emphasis on adaptive
types of strategic actions types of strategic actions types of strategic actions
Continuous adaptive
[

strategic actions

Figure 23. The case companies' roadmaps toward the IPO by type of change.

Based on figure 23, it can be said that all case companies have made three different types
of strategic actions. Furthermore, it can be stated that the companies have progressed
toward the IPO through unique roadmaps. It is also known that all the case companies,
despite different roadmaps, were able to get listed on the main list of the Helsinki Stock
Exchange. (Finnish Foundation for Share Promotion, 2023) In the following paragraphs,

the similarities and differences between the case companies are explored in more detail.
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Adaptive type of strategic actions

Strategic actions that belong to the adaptive type of change took place in all case com-
panies. As stated in the theory of strategic change, adaptive changes are the most com-
mon changes that occur in companies (Whittington et al., 2019, p. 475), due to which it
was partly expected to find adaptive types of strategic actions in all cases. Further, a
company that strives towards an IPO in upcoming years can be assumed to strive to build
its growth mainly on top of what the company has been doing for years in order to build
a healthy track record for strategy execution. Due to this long-term build-on characteris-
tic, adaptive strategic actions can be difficult to spot or calculate because they can be
seen as a part of a company's natural growth and reaction to internal and external

changes.

Adaptive strategic actions are unique for each company, especially when companies op-
erate in different industries. To illustrate, increasing marketing when a competitor expe-
riences difficulties and growing the store network to reach a wider customer base can
be considered adaptive strategic actions for Puuilo. For Orthex, launching new bio-based
product lines to cater to changing customer behavior and opening new online store lo-
cations can be considered as their adaptive strategic actions. For Kreate, increasing BIM
expertise to answer to the increasing digitalization of the infrastructure construction in-

dustry can be considered as their adaptive strategic actions.

The starting state of a company influences how companies in the same industry respond
to prevailing trends. Like Kreate, another company in the same industry could also strive
to utilize BIM expertise to an increasing extent in their operations as digitalization grows
in the industry. However, for some companies responding to an industry trend such as
the growth of digitization can mean greater actions and changes, while for some com-
panies, no actions would be necessarily needed because companies have utilized digiti-

zation and BIM modeling in their operations since companies were founded.
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In figure 23 it can be seen that only Orthex and Puuilo had clear adaptive periods. These
periods are in the middle of or in direct connection with revolutionary changes. Along
with rapid and significant changes, companies may have wanted to emphasize perma-
nence by only taking strategic actions that build on what the company has already been
doing for years. According to Venkatram and Prescott (1990), companies can sometimes

benefit more from stability than constant changes.

Reconstruction type of strategic actions

Strategic actions that fall under the reconstruction type of change mainly took place in
the case companies between 2016 and 2020. A small increase can be observed in the
years 2019 and 2020 as companies approach their IPOs. This increase can be seen in
figure 24. The increase can be assumed to be due to the fact that the case companies
may have started their IPO preparations. However, it should be noted that Kreate in-
creases the number of reconstruction changes for the year 2017-2018 through bolt-on
acquisitions that the company made in these years. The case companies did not make
reconstruction-type strategic actions in 2021. This may be due to the fact that the com-
pany was already strongly focused on completing the IPO process at this stage. The data

matrix of figure 24 is in the appendices of this thesis.
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Figure 24. Reconstruction type of strategic actions by the case companies.
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All case companies enhanced their operational efficiency through investments in IT sys-
tems, production facilities, or equipment. Also, all companies aligned their financial re-
porting structure with IFRS at least one year prior to the IPO. Further, all companies
changed their financial structure just a year before the IPO by renegotiating their finan-
cial agreements and bank loans. Finally, in all cases, there was a clear improvement in
disclosure. For instance, the appearance and scope of activity reports and financial state-
ments changed towards that of publicly listed companies at least one year prior to the
IPO. To highlight this, the years when the case companies' disclosure changed are

marked on the timelines of all case companies in section 4.1.

While there were many similarities between the reconstruction type of strategic actions,
various differences can also be observed from the data. For instance, Orthex did not
make any special ERP investments in addition to improving the efficiency of production
facilities while Kreate and Puuilo started to renew and develop their ERP systems about
a year prior to their IPOs. Moreover, Kreate and Orthex try to commit the company's key
personnel to the company and its goals through the issue of shares, while the same was
not observed for Puuilo. Also, a major difference was that Kreate did multiple bolt-on
acquisitions while Puuilo and Orthex focused on organic growth. Finally, Orthex was the

only company that sought growth also through internationalization.

The differences between the case companies can be explained through several factors.
First, the differences can be explained by the companies' different industries. For exam-
ple, it can be assumed that acquisitions are a more common way to implement growth
strategies in the construction industry than in the retail or manufacturing industries. This
may be caused by a lack of skilled workers in the construction industry (see e.g., Hak-
kinen, 2021; Rakennusteollisuus RT ry, 2021, Akomah et al., 2020), which creates a bot-
tleneck for growth. Second, differences can also be explained by the different manage-
ment practices of the companies. For example, Kreate emphasizes entrepreneurship in

its operations (Kreate prospectus, 2021), while this is not visible to the same extent in
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Puuilo's retail store operations or Orthex’s manufacturing operations. Third, differences
can also be explained by the different natural growth paths of the case companies. As a
designer, manufacturer, and seller of household goods, Orthex may have found it more
natural for them to expand operations abroad compared to Puuilo and Kreate, whose
businesses are tied to brick-and-mortar stores or skilled labor. In addition, Orthex can be
considered to have already been a leading player in its main market in the Nordics (Or-
thex prospectus, 2021), which is not the case for Puuilo and Kreate in their respective
industries, so expansion to new markets could be seen as being a natural way of growth

for Orthex.

According to the data, Kreate did the largest amount of reconstruction type of strategic
actions followed by Orthex. Kreate's higher number of reconstruction-type strategic
changes can be explained by its acquisitions, while Orthex's expansion outside the Nor-
dics increased the number of Orthex's reconstruction-type strategic actions. If one
would exclude the acquisitions of Kreate and the internationalization of Orthex, the com-
panies would have done relatively similar amounts of reconstruction-type strategic ac-

tions during the observation period. More detailed amounts can be seen in appendix 1.

As can be seen from figure 24, the case companies have also done reconstruction-type
actions in different cycles. For instance, Kreate’s reconstruction strategic actions hap-
pened mainly in 2017 and 2018 while Orthex and Puuilo did most of their reconstruction
type of strategic actions during the years 2019 and 2020. Orthex and Puuilo can be seen
to have started most of their reconstruction type of actions two years prior to their IPOs,
which is why it can be assumed that companies have started their IPO pre-work phases
during this period. Based on the data, Kreate can also be assumed to have started its
pre-work phase in 2018, because in the same year, the company adopted the IFRS stand-
ard and improved its disclosure. Kreate’s earlier preparation for the IPO compared to
Orthex and Puuilo may be explained through the acquisitions the company made in the
same years. According to Espenisse (2014, p. 209), it is good to make possible acquisi-

tions early enough so that these do not slow down and complicate the actual IPO process.
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Revolution type of strategic actions

Strategic actions that fall under the revolution type of change mainly took place in case

companies in 2015, 2017, and 2020. See figure 25. The data matrix of the figure is in the

appendices of this thesis.
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Figure 25. Revolution type of strategic actions by the case companies.

All case companies experienced changes in ownership, board, and TMT members prior
to the IPOs. More specifically, all three case companies experienced transformative
changes in ownership structure in 2015. For instance, Kreate was founded as a result of
the transformative merger of three companies, while Orthex and Puuilo got new main
owners in 2015. After the transformative changes in ownership, all case companies also
experienced changes at the board and TMT levels. For all companies, the changes that
took place within three years from 2015 can be considered to be related to the change
in the ownerships of the case companies. In addition, all case companies changed CFOs
on average about 4 years prior to the IPOs. According to the IPO theory, CFOs have a
significant role in the IPO process. (Espinasse, 2014, p. 22) To illustrate the importance
of the CFO, all case companies adopted the IFRS standard in the same year or one year
after the CFO was appointed. Finally, all case companies hired a new board member with

a public company background less than a year before the IPO. According to the IPO
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theory, it is good to have a member with a public company background in the board of

directors before the company goes public. (Taulli, 2012, p. 40)

What separates Orthex from the other case companies is that Orthex’s CEO remained
the same throughout the observation period. Further, compared to Kreate and Puuilo,
Orthex experienced fewer TMT and board member changes. For example, it can be
noted from the timelines of Kreate and Puuilo that there are clear moments when the
company’s TMT is restructured. For Kreate, this happened in 2017 and 2018, while for
Puuilo, this happened only a year prior to the IPO in 2020. In the case of Kreate, it could
be that a new TMT was put in place to help prepare the company for IPO (Espenisse,
2014, p. 209), while in the case of Puuilo, a new TMT could have been hired to implement
and communicate the special type of transformative change that happens when the

company goes public.

The differences between the companies can be explained not only by the aforemen-
tioned factors but also by the differences in the case companies’ organizational struc-
tures. For instance, Orthex's board and TMT initially had fewer members than Kreate's
and Puuilo's board and TMT. (Orthex prospectus, 2021, Kreate prospectus, 2021 & Puuilo
prospectus, 2021) Thus, in the case of Orthex, making changes could have had a greater
impact on the direction of the company compared to a company with more board and
TMT members. Although it is important to note that leaders always have a different in-
fluence on the strategic direction due to their different social and human capital and

cognition (Helfat & Martin, 2014).

The differences may also be related to the success of the case companies. For example,
it can be assumed that due to Orthex's continuous steady growth, see figure 12, the
company's owners and board have been satisfied with the work of the TMT members,
and therefore fewer changes were needed. The difference can also be explained by the
incentives received by the management. For example, after the share issue with Kreate's

key personnel in 2017, fewer changes were seen at Kreate's TMT level. Orthex used the
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same practices as Kreate, while no signs of share issues for key personnel were seen in

Puuilo’s data.

Evolution type of strategic actions

No observations of evolution-type of strategic actions could be identified from the data.
According to the views of Balogun and Hailey (2008, p. 24) and Whittington et al (2019,
p. 477), evolutionary changes take place over a long period of time and change the com-
pany’s business model fundamentally. As a track record of sound strategy execution is
essential for a successful IPO, it was expected that no signs of evolutionary strategic

changes could be found during the six years prior to the IPO.

Cross-analysis conclusion

As highlighted before, all case companies’ roadmaps toward IPO were unique. Neverthe-
less, there were similarities and differences between the strategic actions taken by the

case companies that are worth highlighting.

First, all the case companies took three different types of strategic actions: adaptive,
reconstructive, and revolutionary. None of the case companies were found to have made
evolution-type of changes during the observation period. Second, all companies
changed their long-term direction by changing board and TMT members. Moreover, all
case companies added a new board member with a public company background within
one year prior to the IPO. Further, all case companies changed their CFO within one year
before changing the financial reporting structure to IFRS. Third, all case companies made
investments to improve operational management or efficiency, changed their financial
structure, and developed their reporting and disclosure. Fourth, all companies continued
to develop their operations in ways that are typical for their company or industry such
as expanding sales network or launching new product lines in accordance with emerging

customer needs.
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The main differences between the case companies relate to acquisitions, internationali-
zation, and CEO change. Only two companies changed their CEO before the IPO, while
one did not. Further, only one of the case companies pursued international growth. Fi-

nally, only one of the case companies grew through acquisitions.

Finally, the majority of strategic actions were carried out about two years prior to the
IPOs. However, indications of preparation for the IPO can be seen to have been made

even before this.
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5 Discussion

The fifth chapter begins by summarizing how the findings contribute to answering the
set research question and objectives. The chapter also aims to summarize the contribu-
tion to the existing literature with theoretical and managerial implications, also high-

lighting the limitations of the study and providing suggestions for future research.

The initial research question How do companies change strategies prior to an IPO was

examined through two objectives.

The first objective of this study was to create a synthesis of strategic change theory and
IPO theory. Based on the synthesis of the two theories, a simplified framework was cre-
ated to enable a systematic way of studying the case companies in order to gain a deeper
understanding of the phenomenon — how companies change strategies prior to an IPO.
When observing the vast data set through the framework, it was possible to identify
strategic actions taken by the case companies, which likely had an impact on the com-
panies’ long-term direction before their IPOs. Further, the framework enabled the clas-
sification of the identified strategic actions into larger categories, which can also be used

to answer the research question of this study.

The second objective of this study was to identify factors through which companies have
changed their strategies prior to the IPO. In the created theoretical framework, these
factors were named strategic actions and were classified into categories according to
their types. Balogun and Hailey's (2008, p. 21) types of change were utilized in the types
of strategic change of this thesis framework. According to the observations that could
be found from the data of the three case companies, it can be concluded that companies
take various strategic actions to modify their long-term direction prior to IPOs. At a
higher level, it can be stated that the case companies change their strategies mainly
through three types of strategic actions during the six years prior to their IPOs. All com-

panies performed adaptive, reconstructive, and revolutionary types of changes while no
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evolutionary changes were identified. Figure 26 illustrates how the research question

can be answered by using the framework and observing the data.

Research question Framework Observations from the data
Revolution type of E.g. Reorganizing board and TMT,
strategic changes executing transformative M&A...

E.qg. Executing bolt-on M&A,
renewing IT and ERP systems, IPO
developing reporting and disclosure...

How do compar.lles Reconstruction type of
change strategies strategic changes
prior to an IPO?

E.g. Launching new products and
services, expanding sales network,
developing digitalization...

Adaptive type of
strategic changes

...through different types of change ...through different types of strategic
periods actions

Figure 26. An illustration of how the created framework and data can be used to answer
the research question of this study.

Despite the fact that no evolution type of strategic actions was not found in the data of
the three case companies, it does not mean that it should be omitted from the frame-
work. Evolution-type of strategic actions could be more common if the research period

would be longer, such as more than ten years (see e.g., Langley & Kakabadse, 2006).

5.1 Theoretical implications

Previous research on strategic change and IPOs is fairly rich (e.g., Flamholtz & Randle,
2008, p. 12; Chahine & Zhang, 2020; Zimmerman, 2008; Lester et al., 2006), while re-
search on this study’s perspective is novel. This study aims to reduce this research gap
by studying through which strategic actions companies change their strategies before
going public. A more detailed description of the contribution to earlier literature is pro-

vided in section 1.

The framework used in this study utilizes Balogun and Hailey’s (2008, p. 21) type of

change model but is further developed to fit the purpose of researching strategic
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changes prior to an IPO. The created framework can be used also in the future as a sys-

tematic way of studying strategic change that has happened or happens over time.

From a theoretical perspective, this study supports the views of Sherman (2005, p. 197),
Taulli (2012, p. 38), and Tepper and Donner (1996) that companies need to take several
preparatory strategic actions well before the actual IPO takes place. These preparatory
actions were found in the form of reporting structure and IT system change in every

company, supporting Geddes's (2007, p. 25) view.

According to Dominguez CC et al (2015), Goodstein and Boeker (1991), and Boyne and
Meier (2009), managerial change is a way to initiate strategic change. In this research all
case companies can be seen to change their strategy through the board and TMT
changes. The study can be seen as supporting the view of Martines (2004), according to
which TMT changes are common before going public. Further, Helfat et al (2007, p. 48)
and Balogun and Hailey (2008, p. 22) state that M&A can be a way to create strategic

change in a company, and this was also found in the data.

Interestingly, all case companies experienced a transformative ownership change in
2015, six years prior to the IPOs. This may be a coincidence in the sample, but because
of its occurrence, it must be pointed out. Ownership changes seem to have initiated a
series of various strategic changes in each case company before their IPOs. This can be
seen as supporting Goodstein's and Boeker’s (1991) view that the change in ownership

has significant effects on strategic change.

5.2 Managerial implications

The findings of this study could be useful for the strategic decision-makers of companies
who are planning to do an IPO in the mid-term. As mentioned in the introduction, IPOs
occur in waves. (Ibbotson & Jaffe, 1975; Ritter, 1984) This study highlights that compa-

nies need to take several preparatory strategic actions before the IPO. Thus, to be able
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to catch the next IPO wave, companies should start making preparations up to several

years before the actual IPO process is kicked off.

As the case companies in this study are from the retail, manufacturing, and construction
industries, the findings could be especially useful for strategic decision-makers operating
in these industries. For decision-makers in retail, this study highlights the importance of
continuous expansion of the sales network, the ability to quickly cater to changing cus-
tomer needs, and the importance of well-functioning IT systems from sourcing goods to
final contact with the end customer. For decision-makers in construction, this study
stresses the importance of adapting to trends changing the industry such as digitalization,
ensuring the essential know-how, and retention of personnel. For decision-makers in
manufacturing, the study highlights the importance of investing in the efficiency of fac-
tories, taking environmental issues into consideration, and ability to find new customer
groups. The list of the above-mentioned examples is not exhaustive but could be useful

for decision-makers in each industry.

On top of the industry-specific implications, a few common strategic actions taken by all
case companies were found in the cross-analysis of this study. All case companies
changed their board and TMT members as well as added a board member with a public
company background to the board within one year before the IPO. Further, all companies
did investments to improve operational control, efficiency, and disclosure. These
changes were often made already few years prior to the IPOs. Moreover, all case com-
panies changed their financial structure within one year before the IPOs. Importantly, on
top of the above-mentioned changes, all case companies continued to improve their

everyday operations to build a healthy track record.

5.3 Limitations and future research suggestions

Like all studies, this study also has limitations. One limitation is related to the sample size
of the study. Since only three case companies are included in this study, the findings of

the study cannot be considered generalizable. If this study had a more comprehensive



102

number of case companies or if someone else did a similar study on other case compa-
nies, the findings could be broader and therefore also more generalizable to understand
the phenomenon being studied in this research. Based on this, one suggestion for future
research would be to conduct a similar study on other companies in order to make sure

the results obtained from this study are valid and more generalizable.

Another limitation is related to the data used in the study. As secondary data is used, it
is understandable that all strategic actions taken by the case companies cannot be iden-
tified. For example, to identify possible smaller strategic changes, detailed internal infor-
mation about the case companies is needed. Related to this, one possible future re-
search path would be to include primary data in the study. For example, management
interviews could be used to get a more detailed description of how the company
changed its strategy prior to an IPO. In the interview, the company's management could
also be asked for more detailed information about when their company made the deci-
sion to go public. However, interviews also have their own limitations in this context. As
stated earlier, there may be changes in the management of the company prior to and
post an IPO. Based on this, it could be difficult to reach the right people that were in-

volved in the company’s strategic changes prior to an IPO.

As the scope of this study is limited to a period of six years prior to the IPO, the research
has limited ability to see evolutionary strategic changes that may occur during longer
time periods. Thus, conducting a case study with a longer time horizon prior to the IPO

could be interesting.
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Appendices

Appendix 1. Reconstruction type of strategic actions data matrix

Case 1: Kreate 2 2 4 4 2 3 0 17
Case 2: Orthex 1 3 1 1 3 4 0 13
Case 3: Puuilo 0 1 1 1 3 2 0 8
Total 3 6 6 6 8 9 0

Appendix 2. Revolution type of strategic actions data matrix

2015 2016 2017 2018 2019 pLoy 1] 2021 Total ‘

Case 1: Kreate 4 1 4 3 1 2 0 15
Case 2: Orthex 2 1 1 0 1 3 1 9

Case 3: Puuilo 3 3 2 0 1 5 1 15
Total 9 5 7 3 3 10 2




