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INTRODUCTION

The middle market, a vital part of

the American economy, includes
businesses that are bigger than
small ones but smaller than large
corporations. With around 200,000
companies, this sector generates
about one-third of the nation's GDP.

These mostly privately owned
businesses are set for growth but
face unique challenges needing

specific strategies and support.
Using an Employer of Record (EOR)
can help manage HR issues and
boost growth potential.
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DEFINING THE
MIDDLE MARKET

There's no single, universally accepted
definition of a middle-market company.
However, several key metrics provide a
good starting point:

Enterprise Value (EV)

This metric considers a company's total
value, including debt, equity, and assets,
minus cash equivalents. Based on

EV, the middle market can be further
segmented into:

» Lower-Middle Market:
$10 million - $250 million

» Middle Market:
$250 million - $500 million

» Upper Middle Market:
$500 million - $1 billion

Revenue

Revenue plays a crucial role, particularly
for younger, high-growth companies.
Middle-market businesses typically
generate annual revenue within the

$10 million to $1 billion range.

Employee Count

While not a definitive measure,
employee headcount offers another
indicator. Typically, middle-market
companies have between 100 and
2,000 employees, with some
exceptions in tech and startups.
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IMPORTANCE OF THE MIDDLE MARKET

The middle market's significance cannot be overstated. &
These companies are often the unsung heroes of the American )
economy, driving innovation, employment, and economic stability.

V%
Here are some key reasons why the middle market is essential: = ) b

ﬂ Job Creation

Middle-market companies are a major source of employment, providing
millions of jobs across diverse sectors. Their growth often translates into
new job opportunities and skill development for the workforce.

Innovation and Agility

N

These companies are often more agile and innovative than their larger
counterparts. They can quickly adapt to market changes, implement new
technologies, and respond to customer needs, driving industry advancements.

Economic Stability

A

Middle-market firms contribute significantly to economic stability and
resilience. They often have deep local ties and a strong presence in their
communities, supporting local economies and fostering economic diversity.

Growth Potential

2B

Positioned for exciting growth, middle-market companies have the potential to
scale rapidly. This growth can attract investment, drive mergers and acquisitions,
and enhance the overall competitiveness of the American economy.
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CHALLENGES FACING THE MIDDLE MARKET

Despite their strengths, middle-market companies face
unigue challenges that can slow their growth and success:

Access to Capital:

Securing financing can be a significant hurdle.
Middle-market firms may need help attracting the
same level of investment as larger corporations,
making it difficult to fund expansion and innovation.

Regulatory Compliance:

Managing the complex web of regulations can be
daunting. Compliance with federal, state, and local
laws requires resources and expertise that may
stretch the capacities of middle-market companies.

Talent Acquisition and Retention:

Competing with larger firms for top talent is an ongoing
challenge. Middle-market companies must offer compelling
value propositions to attract and retain skilled employees.

Market Competition:

Facing competition from both small businesses and large
corporations, middle-market firms must carve out distinct
niches and maintain competitive advantages to thrive.
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HOW MIDDLE MARKET

COMPANIES CAN BENEFIT

FROM AN EOR

An EOR can play a crucial role
in addressing these challenges
by providing comprehensive
HR solutions that streamline
operations, ensure compliance,

and enhance employee satisfaction.

Here's how middle-market
companies can benefit:

1 Simplified Compliance
Management

EORs handle all aspects of
regulatory compliance, including
payroll, taxes, benefits, and
employment laws. This allows
middle-market companies to
focus on growth and innovation
without the burden of complex
legal requirements.

2 Access to Talent

EORs can support global hiring

by managing the legal and
administrative aspects of employing
workers in different jurisdictions.
This expands the talent pool and
allows middle-market companies

to compete more effectively with
larger firms for top talent.

Cost Efficiency

By outsourcing HR functions to an
EOR, middle-market companies can
reduce overhead costs associated
with maintaining in-house HR
departments. This cost efficiency
can be redirected towards strategic
initiatives and growth opportunities.

Scalability

EORs provide the flexibility

to scale the workforce up or
down based on business needs.
This is particularly beneficial

for middle-market companies
experiencing rapid growth or
seasonal demand fluctuations.

Enhanced Employee Experience

EORs offer comprehensive benefits
packages and efficient payroll
management, contributing to
higher employee satisfaction and
retention. This is crucial for middle-
market companies aiming to build
a loyal and motivated workforce.
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CASE STUDIES

CASE STUDY 1

Tech Company Expansion

A mid-sized tech company aimed to
expand its operations internationally
but faced challenges with
understanding local employment
laws and managing compliance.

By partnering with an EOR, the
company was able to hire talented
professionals in multiple countries
without setting up local entities.

The EOR managed payroll, benefits,
and compliance, allowing the
company to focus on product
development and market expansion.
As a result, the company successfully
scaled its operations and increased
its market share globally.

@ EOR FUELS GROWTH | 6




CASE STUDY 2

Manufacturing Firm's
Workforce Flexibility

A manufacturing firm in the middle
market experienced seasonal
fluctuations in demand, requiring a
flexible workforce. The firm partnered
with an EOR to manage temporary
and part-time employees efficiently.

The EOR handled all HR functions,
including payroll and compliance,
ensuring that the firm could quickly
adjust its workforce based on demand.
This flexibility led to increased
operational efficiency and reduced
costs, contributing to the firm's

overall growth and profitability.
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STRATEGIES FOR SUCCESS

To overcome challenges and seize
opportunities, middle-market companies
can adopt several strategies with the
support of an EOR:

Use Technology:

Using advanced HR technology
provided by EORs can streamline

&

administrative processes and
provide valuable insights into
workforce management.

Focus on Core Competencies:

By outsourcing HR functions
to an EOR, middle-market
companies can concentrate on

®©

their core business activities,
driving innovation and growth.

Adopt a Global Mindset:

EORs enable companies to
expand their talent search

@
\=Z

globally, ensuring access
to the best candidates
regardless of location.

0n0 Enhance Employee
%gg. Value Proposition:

Offering competitive
benefits and ensuring
timely payroll through an
EOR can improve employee
satisfaction and retention.
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THE EOR ADVANTAGE FOR
MIDDLE-MARKET FIRMS

The middle market is crucial to

the American economy, providing
growth opportunities for businesses.
Using an Employer of Record (EOR)
helps these companies manage

HR challenges, stay compliant,

and attract top talent.

This partnership lets
middle-market firms concentrate
on their strengths, innovate, and
boost the nation's economy.

@
@

Further Reading and Resources

For those interested in exploring
more about the middle market
and the benefits of EORs, the
following resources provide
valuable insights and data:

National Center for the Middle Market

Deloitte's Middle Market Perspectives
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https://www.middlemarketcenter.org/
https://www2.deloitte.com/us/en.html
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