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Every merger creates a moment where organizations are forced
to answer questions they may have postponed for years

How should work be defined?

What does career progression actually look like?
How competitive should compensation be?

Which talent is critical to retain?

What principles should guide future pay decisions?
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While these questions often surface during integration, they are not unique to
mergers. They are the same questions compensation leaders grapple with every
year. The difference is that M&A (Mergers and Acquisitions) activity brings them
into focus all at once.

Organizations that navigate these decisions thoughtfully often emerge with
stronger compensation frameworks than they had before the transaction. Those
that rush through them frequently find themselves revisiting the same issues long
after the integration is complete.

Why Compensation Deserves a Bigger Role in M&A Success

Most mergers begin with a business case. Revenue synergies are modeled,
operating efficiencies are projected, and leadership teams focus on the value the
combined organization is expected to create.

What receives far less attention is the workforce that must ultimately deliver that
value.

Research consistently shows that integration challenges remain one of the
primary reasons acquisitions fail to achieve their intended outcomes. While
technology, operations, and culture are often cited as key obstacles, many of
those challenges ultimately surface through people-related decisions. Employees
need clarity around their future, confidence in leadership decisions, and trust that
opportunities within the new organization will be fair and transparent.

Compensation sits at the center of many of these concerns.



Questions around job levels, career progression, pay equity, market
competitiveness, and retention frequently emerge within the first few months of
integration. When handled well, compensation can help create stability during a
period of uncertainty. When handled poorly, it can accelerate turnover, undermine
employee confidence, and create organizational friction that persists long after

the deal has closed.

This is why compensation integration should not be viewed as an administrative
exercise. It is one of the most important opportunities organizations have to create
alignment between business objectives, workforce strategy, and employee
experience.

The five decisions explored in this guide represent the foundation of that

alignment.

NORMALIZING JOB ARCHITECTURE

Many compensation integration challenges
are often described as pay problems. In
reality, they begin as job architecture
problems.

One organization may have a highly
structured hierarchy with clearly defined
levels and progression paths. Another may
have evolved more organically, with titles
and responsibilities shaped by business
needs over time. When these organizations
come together, leaders quickly discover that
identical titles can represent very different
roles, while completely different titles can
reflect remarkably similar work.

This is why job architecture should be one of
the first areas compensation leaders
evaluate.

The objective is not simply to align titles. It is
to create a consistent understanding of
work across the organization.

Key considerations include

P Whether roles are being evaluated
based on responsibilities rather than
titles

P How job scope, complexity, and
accountability are defined

P Whether employees can clearly
understand how roles relate to one
another

P How future roles will be incorporated
into the framework

Organizations that establish a strong job
architecture foundation create benefits
that extend well beyond compensation.
Career development becomes easier to
manage, workforce planning becomes
more consistent, and employees gain
greater clarity around growth opportunities.



ALIGNING CAREER LEVELS

Career levels are often more emotional than
compensation leaders expect.

Employees may not know the details of
salary structures or market positioning
strategies, but they understand titles,
reporting relationships, and progression
opportunities. These factors influence how
individuals perceive their place within the
organization and their future potential.
When organizations with different leveling
philosophies merge, inconsistencies quickly
become apparent.

A manager in one company may oversee d
large team and significant budget
responsibilities. In another organization, the
same title may represent an individual
contributor role with no direct reports.
Without a clear approach to leveling,
organizations risk creating confusion and
undermining confidence in the fairness of
career progression.

Rather than simply mapping employees
into a new structure, leaders should focus
on building a framework that can support
the future organization.

Questions worth considering include

P What distinguishes one level from the
next?

P How should leadership responsibilities
be evaluated?

P What criteria determine advancement?

P How can consistency be maintained as
the organization grows?

Well-designed career frameworks provide
employees with greater transparency while
helping leaders make more consistent
promotion and compensation decisions.




ESTABLISHING A UNIFIED MARKET COMPETITIVENESS STRATEGY

Every organization has a compensation
philosophy, even if it has never been
formally documented.

Some organizations prioritize market-

leading compensation to attract specialized

talent. Others focus on maintaining
competitiveness while managing workforce
costs more conservatively. Over time, these
philosophies become embedded in hiring
practices, salary structures, and
compensation decisions.

During a merger, those differences become
difficult to ignore.

Leaders are often faced with important

strategic questions

P Should the future organization maintain
a premium market position?

P Which talent segments require
differentiated treatment?

P How should compensation investments
support business goals?

P What role should variable pay play
within the broader reward strategy?

These decisions influence far more than
compensation budgets. They shape talent
acquisition, retention, workforce planning,
and organizational competitiveness.

The most effective organizations resist the
temptation to simply average legacy
approaches. Instead, they use the
integration process as an opportunity to
define a market competitiveness strategy
aligned with the organization'’s future
direction.

When compensation philosophy becomes
intentional rather than inherited, leaders
gain greater confidence in the decisions
that follow.



IDENTIFYING REDUNDANCIES WITHOUT

CREATING RETENTION RISK

Few integration decisions carry as much
organizational sensitivity as workforce
rationalization.

While mergers are often accompanied by
expectations of efficiency gains and cost
synergies, the reality is that workforce
decisions rarely affect only headcount. They
influence culture, employee confidence,
customer relationships, and future business
performance.

The challenge is that redundancy often
looks different depending on where you
stand.

From an organizational chart perspective,
two roles may appear duplicative. From a
business perspective, however, those
individuals may possess very different skills,
institutional knowledge, client relationships,
or leadership capabilities.

This is where compensation data can
provide a valuable layer of insight.

Rather than evaluating overlap solely
through reporting structures, leading
organizations assess redundancy decisions
through a broader workforce lens.
Compensation, performance, market
competitiveness, succession potential, and
retention risk all contribute to a more
complete picture of organizational value.

Before making workforce decisions,

leadership teams should consider

P Which employees possess skills that are
difficult to replace

P Where key customer or stakeholder
relationships reside

P Whether critical talent is currently paid
competitively

P Which employee groups may be most
vulnerable to external recruitment

P How workforce changes may affect
future succession plans

One of the most common mistakes
organizations make during integration is
assuming that top performers will remain
simply because they understand the
strategic rationale behind the merger.

In practice, periods of organizational
change often create uncertainty. High-
performing employees may begin
evaluating external opportunities long
before integration decisions are finalized.
This is particularly true when
communication is limited or compensation
positioning remains unclear.

The organizations that navigate this well
understand that redundancy analysis is not
simply about reducing overlap. It is about
identifying the talent, capabilities, and
institutional knowledge the future
organization cannot afford to lose.



MERGING PAY STRUCTURES WITHOUT

CREATING FUTURE PROBLEMS

Pay structures are often where
compensation integration becomes most
visible to employees.

Changes to reporting structures may affect
some individuals. Technology integrations
may happen largely behind the scenes.
Compensation, however, is something
employees experience directly.

As a result, salary structure decisions often
carry significance beyond the numbers
themselves. Employees view them as signals
of fairness, opportunity, and organizational
priorities.

The temptation during integration is to move
quickly toward a standardized approach.
While consistency is important, successful
organizations recognize that harmonization
and standardization are not necessarily the
same thing.

Different parts of the business may compete
for talent in very different labor markets.
Some functions may require greater
flexibility due to market demand, while
others benefit from more structured
compensation frameworks.

The objective should not be creating
identical outcomes for every role. The
objective should be creating compensation
structures that employees perceive as
equitable while supporting the
organization's broader talent strategy.

Leaders should evaluate

P Whether current salary ranges remain
aligned with market realities

P Where salary compression risks may
emerge

P Whether progression opportunities
remain meaningful across levels

P How pay transparency initiatives may
influence structure design

Pp Whether compensation frameworks
support future workforce growth

One of the most valuable aspects of
integration is the opportunity to challenge
historical assumptions.

Organizations often inherit compensation
structures that have evolved incrementally
over many yedrs. A merger creates a
natural opportunity to reassess whether
those structures still support current
business objectives.

Rather than simply combining legacy
approaches, leading organizations use
integration as a catalyst for modernization.



Why Many Compensation Integrations

Lose Momentum After Year One

Most compensation integration projects begin with clear ownership, dedicated resources,
and executive visibility.

Teams spend months evaluating roles, aligning frameworks, reviewing compensation
data, and making difficult decisions. By the time integration milestones are achieved,
leaders often feel a sense of accomplishment. The major work appears complete.

What many organizations underestimate is how quickly compensation frameworks can
drift once the project environment disappears.

The future organization continues to evolve. New business priorities emerge. Leadership
teams change. New roles are created. Labor markets shift. Employee expectations evolve.
The structures built during integration are suddenly required to operate in a far more
dynamic environment.

Without ongoing governance, small inconsistencies begin to accumulate. Exceptions
become more common. New positions bypass established frameworks. Different parts of
the business start interpreting compensation policies in different ways.

Individually, these decisions may appear minor. Collectively, they can gradually erode the
consistency the integration team worked hard to create.

This is why successful organizations approach compensation integration differently.
Rather than asking, "How do we complete this project?” they ask, "How will we sustain
these decisions five years from now?"

That shift in thinking often makes the difference between temporary alignment and
lasting organizational consistency.

Why Compensation Integration Is

Really Governance Design

Compensation leaders often describe integration as a data challenge.

In reality, it is usually a governance challenge.



The decisions made during integration establish the rules, principles, and frameworks that
will guide future compensation decisions. Every discussion around job architecture, career
levels, market competitiveness, and pay structures ultimately contributes to a broader
governance model.

This becomes particularly important as organizations face increasing expectations
around transparency, consistency, and accountability.

Compensation teams are being asked to support a growing range of initiatives,
including

e Annual compensation planning

e Pay transparency readiness

e Career progression frameworks

e Pay equity analysis

e Workforce planning

e Talent retention strategies

* Market competitiveness reviews

Each of these activities depends on the same foundational elements being created
during integration.

This is why compensation integration should be viewed as an opportunity to build
governance intentionally rather than allowing it to emerge organically over time.

Organizations that establish strong governance frameworks during integration often find
themselves significantly better prepared for future workforce challenges.

Building a Compensation Operating System

Instead of an Integration Project

One of the most important questions leaders should ask during integration is surprisingly
simple:

What happens after the project ends?

For many organizations, compensation integration is approached as a finite exercise.
Teams focus on alignment, implementation, and transition activities. Once those
objectives are achieved, attention shifts elsewhere.

The strongest organizations take a different approach.

They recognize that the tools, frameworks, and processes required during integration are
often the same ones required to manage compensation effectively in the years that
follow.



This is where the concept of a compensation operating system becomes valuable.
Rather than viewing job architecture, market pricing, salary structures, compensation
planning, and governance as separate activities, leading organizations treat them as
interconnected components of a broader compensation ecosystem.

A modern compensation operating system typically includes:

e Job Architecture
Providing a consistent framework for defining work and organizational structure.

o Career Frameworks
Creating transparency around progression, development, and mobility.

e Market Pricing
Supporting informed compensation decisions based on external market realities.

e Pay Structures
Balancing competitiveness, consistency, and flexibility.

 Compensation Planning
Enabling more effective annual reward decisions.

e Governance
Maintaining alignment as the organization evolves.

e Technology
Providing visibility, administration, reporting, and scalability.

Viewed through this lens, integration becomes more than a merger activity. It becomes
an opportunity to strengthen the organization’'s long-term compensation capabilities.

The merger simply creates the urgency to address challenges that would eventually need
to be addressed anyway.




The Deal Closes. Compensation Doesn't.

Most mergers eventually become part of the organization’s history. Employees adapt to
new structures, teams establish new ways of working, and the integration project reaches
its conclusion.

The compensation decisions made during that process, however, tend to have a much
longer lifespan.

How roles are defined, how career levels are structured, how pay ranges are built, and
how compensation decisions are governed will continue influencing workforce planning,
employee trust, and organizational effectiveness long after the merger itself has been
completed.

This is why compensation integration should be viewed as more than an administrative
requirement or a short-term project milestone. At its best, it creates the foundation for a
more consistent, transparent, and scalable compensation strategy.

The organizations that derive the greatest value from M&A activity are rarely those that
integrate the fastest. They are the ones that use integration as an opportunity to
strengthen the frameworks, governance models, and decision-making processes that will
support the business for years to come.

The deal may close within months. The compensation decisions made during that
process can influence the organization for the next decade.

How Payfederate Supports M&A Compensation Integration
One of the biggest challenges organizations face during integration is that the work
required to complete the merger is often the same work required to manage
compensation long after the merger is complete.

The frameworks used to normalize jobs, establish career levels, evaluate market
competitiveness, and align pay structures cannot simply be documented and forgotten.
They require ongoing governance, visibility, and administration.

This is where Payfederate's suite of compensation solutions helps organizations move
beyond project-based integration and toward a sustainable compensation operating
model.



JOB ARCHITECTURE

One of Payfederate's newest capabilities, Job Architecture helps organizations
establish a consistent framework for defining work, aligning career levels, and
creating organizational clarity.

During M&A activity, it provides a structured approach for comparing roles across
organizations and building a unified architecture for the future workforce. Long
after integration, the same framework supports workforce planning, internal
mobility, career progression, and compensation governance.

JOB PRICING

Many organizations continue to spend significant time and resources on job
pricing exercises that are repetitive, expensive, and difficult to maintain.

Payfederate's Job Pricing capability helps organizations evaluate market
competitiveness more efficiently, supporting everything from pay structure
harmonization during integration to ongoing market reviews and annual
compensation planning.

Instead of treating market benchmarking as a one-time project, organizations
gain a repeatable process that supports better compensation decisions year after
year.

JOB DESCRIPTIONS

Job descriptions are often one of the most overlooked aspects of compensation
integration.

Generic Al tools can generate content quickly, but they rarely create the
consistency, governance, and compensation alignment required during a merger.

Payfederate's Job Description capability helps organizations create, maintain, and
govern role definitions that support job architecture, market pricing, career
frameworks, and workforce planning. This becomes particularly valuable when
integrating multiple job libraries into a single, scalable structure.



OFFERS AND STATEMENTS

Compensation communication becomes increasingly important during periods of
organizational change.

Payfederate's Offers and Statements capability, included with Job Architecture
and Job Pricing, helps organizations communicate compensation decisions more
clearly and consistently while supporting transparency and employee
understanding.

SUPPORTING BETTER COMPENSATION PLANNING

While every organization approaches compensation planning differently, the
quality of planning decisions depends heavily on the quality of the underlying
data and frameworks.

By providing stronger job architecture, market pricing, salary structures, and
workforce visibility, Payfederate helps organizations support more effective merit
cycles, compensation reviews, and scenario planning. Leaders gain greater
confidence in the decisions they are making because those decisions are
grounded in a consistent compensation framework.

Most importantly, Payfederate helps organizations avoid a common mistake:
treating compensation integration as a project that ends at go-live.

The same capabilities required during a merger are the capabilities organizations
rely on every year to manage compensation, support transparency initiatives,
evaluate workforce changes, and maintain market competitiveness.

In that sense, M&A integration is not a separate compensation challenge. It is
often the first test of the compensation operating model the organization will
depend on for years to come.

READY TO EVALUATE YOUR COMPENSATION INTEGRATION
STRATEGY?

Learn how Payfederate can help your organization build compensation
frameworks that support both successful integration and long-term workforce
performance.
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