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INTRODUCTION
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Conducting thorough HR due 
diligence is indispensable in 
middle-market acquisitions 
to identify risks in smaller, less 
formal HR environments. 

This process examines 
compliance, policies, practices, 
and employee relations to ensure 
smooth integration and reduce 
post-acquisition issues.
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1. Regulatory Compliance and Legal Obligations

Labor Law Adherence: Evaluate compliance with federal, state, and 
local labor laws, including wage and hour laws, employee classification, 
and workplace safety regulations. Middle-market companies often have 
less formalized processes, increasing the risk of non-compliance.

Employee Contracts: Scrutinize employment contracts, 
offer letters, non-compete agreements, and severance 
packages to ensure they comply with legal standards 
and are uniformly applied across the organization.

Audit Trails and Documentation: Verify the existence of 
comprehensive audit trails and proper documentation for all 
HR-related processes to ensure traceability and accountability.

2. Compensation and Benefits Analysis

Compensation Structures: Analyze salary structures, pay scales, 
and bonus schemes for competitiveness, equity, and alignment 
with industry standards. Identify any discrepancies that could 
lead to employee dissatisfaction or legal challenges.

Benefits Programs: Assess the range and quality of benefits, including 
health insurance, retirement plans, stock options, and other perks. Ensure 
these programs are financially sustainable and meet employee needs.

Total Rewards Strategy: Evaluate the overall total rewards strategy, 
including recognition programs, to determine if they effectively 
motivate and retain employees.
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3. HR Policies and Procedures

Policy Review: Examine the existing employee handbook and HR 
policies for clarity, comprehensiveness, and compliance with current 
laws. Identify gaps or inconsistencies that could lead to operational 
inefficiencies or legal risks.

HR Information Systems (HRIS): Assess the capability of existing HRIS 
to handle integration with the acquiring company's systems, data 
security, and support for future growth. Ensure the system can provide 
accurate and timely HR metrics and analytics.

4. Organizational Culture and Employee Relations

Cultural Assessment: Conduct a thorough cultural assessment to evaluate 
the compatibility between the acquiring and target companies. Cultural 
misalignment can result in employee disengagement and high turnover.

Employee Sentiment Analysis: Use surveys, interviews, and focus 
groups to gauge employee sentiment, identify underlying issues, 
and understand the overall workplace climate.

5. Talent Management and Development

Workforce Analysis: Perform a detailed analysis of the workforce 
composition, including key talent and leadership capabilities. 
Identify strengths, gaps, and potential areas for development.

Succession Planning: Evaluate existing succession plans to ensure 
continuity in leadership and develop strategies to retain top talent.

Training and Development Programs: Review the availability and 
effectiveness of training and development programs to ensure they 
support organizational goals and employee career growth.
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SUMMARY

Thorough HR due diligence in 
middle-market acquisitions is 
crucial for spotting risks, ensuring 
compliance, and smooth integration. 

By addressing key areas like regulations, 
compensation, policies, culture, and 
talent management, companies can 
manage acquisition complexities and 
achieve long-term success.
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