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People and organization in M&A due  

diligence 

The overlooked value-drivers  

Reflecting on M&A motivation during times of 
uncertainty 

While there has been a slowdown in the number and 
value of M&A deals in recent years – likely linked to polit-
ical and economic uncertainty, high interest rates and 
rising inflation in many European countries – looking for-
ward, we expect a ramp-up in market consolidation. 
Selling business units that are in distress, gaining access 
to new markets and customer groups, securing supply 
chains, and planning succession in family businesses are 
all expected to be key drivers for M&A in 2024. Chances 
are, this also applies to your organization. Significant 
activity is anticipated in the telecommunications, media 
and technology sector (TMT), as well as in the energy 
and consumer goods industries. This expected surge in 
M&A activity will likely be attributable to the strategic 
importance of digital transformation and AI trends in the 
TMT sector, a further increase in the relevance of sus-
tainability and renewable energies in the energy sector, 
and margin pressures in low-margin segments of the 
consumer goods industries. 

While the objectives of M&A transactions strongly differ 
on a case-to-case basis, research shows that some un-
derlying motivations will be more present in the coming 
months. Undervalued targets, an influx of cash reserves 
on the buy-side, and distressed and non-core asset sales 
on the sell-side are expected to be among the key moti-
vators for increased deal activity (cf. figure 1). 

When considering your M&A activities today and in the 
future, it is critical to reflect on the motivation behind 
the pursued activity. You may want to ask yourself some 
key questions: 

− What is my current strategic situation as a company? 
− What are motives behind the transaction?  
− How are we planning to integrate or separate the 

entities?  
Particularly in a cautious market environment, the strate-
gic reasoning behind M&A becomes even more critical. 
Having a clear vision of the desired situation post-
merger / post-transaction helps in assessing the most 

Figure 1: Buy– and sell-side motives for M&A in 2024  
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relevant and value-critical aspects to be considered dur-
ing deal planning. To ensure your M&A avoids the most 
common pitfalls and your target outcome is successfully 
achieved, it is crucial that detailed and holistic due dili-
gence is performed to identify risks and synergy poten-
tials. Two critical, yet often neglected aspects of the 
due diligence process are the people and organization. 
Even though these are not initially a focus of the finan-
cial and legal transaction, in many cases they are the 
true gatekeepers of value creation for the overall mer-
ger and integration. 

People and organization: the true gatekeep-
ers of value creation in M&A 

Both the buy- and sell-side typically devote considera-
ble efforts within the due diligence process to assessing 
the commercial, financial, tax and legal aspects of the 
entities involved in the deal. Yet both sides often spend 
only minimal effort on topics such as people, organiza-
tion, IT and the environment before the transaction. 
While this appears to be practical at first glance, as all 
major financial and legal risks are still considered and 
the due diligence process is less time-consuming as a 
result, several drawbacks exist. Revisiting failed deals 
and common integration pitfalls reveals that a misalign-
ment of non-financial and non-legal aspects frequently 
hinders value creation for the acquiring company or the 
merged entity. Of transactions that fail, eight out of ten 
did so within the post-merger period. Mismatched or-
ganizational structures, a lack of employee skills and 
competencies, the loss of key talent and cultural differ-
ences are often cited as the primary reasons for failure. 

In contrast, organizations that already consider organi-
zational structure, people topics and culture as part of 
the due diligence process can significantly increase 
their chances of a successful transaction and start their 
detailed integration planning. Organizations that define 
a combined Target Operating Model (TOM) early in the 
process and include detailed measures for retaining tal-
ent, establishing clarity on compensation levels, and 
promoting cultural alignment within their program man-
agement are known to be more successful in creating 
value during their M&A transactions. To ensure that you, 
too, are successful, you should stress the significance of 
factors beyond the financial, legal and commercial as-
pects in your due diligence when preparing for a deal. 
Including not only people and organization and opera-
tions, but also IT infrastructure and the environmental 
situation, will eventually provide you with a more realis-
tic and holistic view of the risks, synergies and values 
contained within the deal (cf. figure 2).  

To ensure a fast and accurate view of a company’s risks  
and potentials, due diligence can be performed accord-
ing to predefined pillars and summarized in quantified 
risks and synergy scenarios. There are ten dimensions to 
be analyzed regarding people and organization in due 
diligence processes; these consider relevant internal 
and external factors that influence transaction success 
(cf. figure 3).  

Figure 2: Typical pillars of due diligence  
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To make it more practical, for example, the dimension 
“Labor market and labor relations” assesses the risks and 
potentials related to the structural and legal labor situa-
tion. This includes the level and influence of workers 
councils and union activity within the organizations, the 
number and extent of pending labor disputes, possibili-
ties for strikes, and all potentially associated risks and 
costs. Furthermore, it also assesses the external labor 
market, giving clarity on the availability of required em-
ployees and any risks associated with reaching the goals 
of the integration. Beyond this dimension, existing HR 
policies, compensation structures, workforce situations, 
organizational structures, existing business processes 
and governance all have a high level of influence on the 
speed and success probability of a merger or acquisi-
tion. It is essential that they are reviewed, risks are as-
sessed, and scenarios for mitigation are developed. Ne-
glecting the people and organization dimensions at the 
outset of a transaction often leads to pitfalls during the 
integration phase that can significantly reduce value. It 
is therefore important that you consider your “people 
and organization” pillar as a vital gatekeeper for creating 
value in your current and future mergers and acquisi-
tions. 

Aligning deal objectives with people and or-
ganization in due diligence 

Along with the deal motivation (cf. figure 1), it is highly 
relevant to reflect on the overall transaction objectives 
to clearly define your due diligence process, as differing 
objectives can strongly impact the focus you might 
want to set within the process. An acquirer looking to 

run the acquired company as a largely separate entity 
will more likely focus on ensuring continued operations 
and the retention of employees. A buying organization 
pursuing a full consolidation of companies will put addi-
tional focus on culture, structures, and possible reduc-
tion measures to ensure a successful integration. The 
heatmap depicts the varying relevance of the people 
and organization dimensions based on differing deal ob-
jectives (cf. figure 4). 

The greater the focus on integration as part of the deal 
objective, the greater the relevance of people and or-
ganization aspects in the due diligence process. No mat-
ter the objective, however, some key people and organ-
ization aspects in the due diligence process are critical 
to success, such as evaluating the labor market and la-
bor relations on the buy- and sell-sides, reviewing the 
workforce and skills, assessing personnel costs, and en-
suring governance compatibility. Especially when the 
M&A objective is a full consolidation, it will be impossi-
ble to have a smooth, swift and value-adding outcome if 
the ten dimensions are neglected during the due dili-
gence process. 

Even though the objectives and relevance of people and 
organization topics in figure 4 are framed from the buy-
ing perspective, the sell-side is likely to gain value from 
assessing similar aspects in advance of any M&A activity. 
Through a concise sell-side due diligence process, the 
vendor can assess and quantify the risks contained with-
in the organization, giving them the possibility to initiate 
mitigating measures in advance in order to boost deal 
value and the likelihood of deal success. 

Figure 3: The people and organization dimension of due diligence  
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Consider the people and organization in your 
next M&A 

No matter if you are on the buy-side or sell-side in your 
next M&A, make sure you are not blinded by the glow-
ing financial figures on paper. To really unlock the big-
gest value in your deal and ensure its long-term success, 
remember to look at the people and organization di-
mensions as early as possible.  
To sum up, three takeaways are crucial: 

1. Know your transaction motivation and integration 
objective: Identify the main motivation behind why 
you are considering M&A, what you want to achieve 
through the deal, and what level of integration you 
are striving for, as these will influence your pre-deal 
program management. 

2. Structure your due diligence and aim for compre-
hensiveness: Set up dedicated workstreams to de-
rive risks, costs, implications, and mitigation 
measures for all relevant topics – including those be-
yond the strategic, financial, and legal aspects of the 
deal.  

3. Think of people and organization aspects early on: 
Keep the most common pitfalls of transactions in 
mind while planning your deal and consider your 
people and organization early on to prevent them 
from interfering with your deal. Organizational align-
ment and people matter for deal success and value! 

 

Figure 4: Relevance of people and organization in M&A transactions  
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