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In early August 2026, Paychex had completed its acquisition of Paycor and was reporting strong
growth. It also described three proprietary HCM platforms-SurePayroll, Paychex Flex and
Paycor-designed for different customer needs. The integration question was no longer only
whether the acquisition could add scale. It was how far Paychex should bring together the
products and capabilities behind the customer experience.

This is a teaching scenario, not a report of an actual Paychex management meeting or internal
vote. Assume that a strategy team is asked to recommend the next phase of product and
operating integration. Should the company maintain distinct customer-facing platforms while
expanding shared services; consolidate selected products and workflows; or proceed in stages,
sharing common capabilities where evidence supports it? The case offers no predetermined
answer.

The strategic setting

Paychex provides payroll, human-resources, benefits and insurance offerings to businesses in
the United States and parts of Europe. The company reported approximately 840,000
customers at May 31, 2026, including about 800,000 payroll clients. More than 60% of revenue
came from solutions beyond payroll processing. Customers could select a range of lifecycle
services, and Paychex described its solutions as integrating with outside HR, accounting,
enterprise-resource-planning and point-of-sale applications.

Paychex completed its Paycor acquisition on April 14, 2025. In the acquisition announcement,
management presented Paycor as an upmarket expansion and a source of cross-selling
opportunity. In the FY26 10-K, the company described three platforms: SurePayroll for different
customer needs, Paychex Flex and Paycor. It noted that larger customers often have more
complex HCM requirements. This description establishes three named platforms and
differentiated customer needs; it does not say they run on wholly separate infrastructure or that
Paychex intends to combine them into a single codebase.

An integration choice can operate at several layers. Paychex could preserve separate customer
interfaces and product roadmaps while sharing identity and access controls, cybersecurity, data
definitions, analytics, Al governance, partner connections, service operations or sales
processes. Alternatively, it could standardize selected workflows or move customer cohorts
toward fewer products. These are strategic possibilities for analysis, not descriptions of an
announced technical plan.

Strategy & Finance | S&F-STR-444



What the reported results show-and do not show

Paychex reported FY26 revenue of $6.512 billion, up 17%. Management attributed
approximately 12% of total revenue growth to Paycor. Management Solutions revenue was $4.9
billion, up 20%, with Paycor contributing about 15% of segment growth. The company also
identified growth in average clients served, HR-outsourcing worksite employees, Paycor’s
upmarket client mix, price realization and product penetration as drivers. These results combine
acquired activity and other factors. They do not isolate the acquisition’s standalone
performance or establish what integration design generated value.

Management reported that Paycor contributed approximately 8% to year-over-year
Management Solutions growth in Q4 FY26. That comparison included a full quarter of Paycor
revenue and expenses in Q4 FY26, versus a partial quarter in the prior-year period. It is one
company attribution within a mixed comparison, not a customer-cohort outcome.

Paychex reported payroll-client retention of 82%-83% for FY26 and called retention a useful
indicator of customer satisfaction with its solutions and support. The figure covers the
company’s beginning payroll-client base. The filing does not provide a Paycor-specific retention
rate, post-migration cohort retention, migration reversals, satisfaction or service incidents.
Students should not use the overall retention range as proof that Paycor customers were
retained or that integration had no service effect.

The FY26 results release listed $304.2 million in acquisition-related costs in its non-GAAP
reconciliation. The release’s footnote breaks this into $242.0 million of acquired-intangible
amortization, $52.1 million of acquisition- and integration-related compensation (including
replacement awards, severance and retention bonuses), and $10.1 million of other
acquisition-related costs, primarily professional fees. The total is not cash integration spending.
It includes noncash amortization and expense categories with different meanings. GAAP
operating income and the company’s adjusted measures also answer different questions; the
adjusted measure should not replace the reported one.

Paychex identified potential acquisition risks that include higher costs if expected synergies are
not achieved, management distraction, customer loss if service levels fall, acquired-company
liabilities and debt or impairment effects. Those are disclosed risks, not evidence that a
Paycor-related failure has occurred.
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Exhibit 1. Public evidence at the cutoff

Evidence

Three named Saa$ platforms, each
designed for different needs; larger
customers may have more complex
requirements

FY26 revenue growth of 17%; Paycor
attributed about 12% of total growth
and 15% of Management Solutions
growth

FY26 company-wide payroll retention
of 82%-83%

$304.2 million acquisition-related
expense; $242.0 million is
acquired-intangible amortization

Management describes upmarket
expansion, cross-sale opportunity and
product penetration

The choice

What it can inform

Whether segment-specific customer
experiences and product roadmaps
have strategic value

Scale, acquisition contribution and
the company’s stated growth
attribution

A broad company metric and possible
starting point for measurement
design

The accounting burden reported with
the acquisition and components of
the adjustment

The strategic rationale and
hypotheses that can be tested

What it cannot establish

Whether each platform has separate
infrastructure, duplicate costs, or a
planned consolidation path

Paycor-only organic performance,
integration-caused growth, margins
or value creation

Paycor customer retention, migration
success or service quality

Cash integration cost or the future
cost of platform consolidation

Customer adoption, incremental
cross-sell contribution or an optimal
architecture

Assume the strategy team has to recommend the next phase of integration without claiming
that Paychex has already made this decision. It can recommend one of three broad paths:

1.

Maintain distinct platforms and prioritize interoperability. Preserve platform-specific

customer experiences, roadmaps and migration choices; strengthen outside integrations and
share only foundational capabilities where practical.

. Consolidate selected products or workflows. Standardize parts of the product
experience or architecture to simplify development, support and cross-selling, with customer

migration where justified.

. Stage integration by layer and cohort. Share a defined set of capabilities first, pilot any
customer-facing convergence with selected cohorts, and expand only when customer,
service and product evidence meets explicit gates.

Each path has costs. Differentiation may preserve fit but leave duplication or data silos.
Consolidation may simplify the portfolio but create migration burden, service risk or slower
product releases. A staged path preserves options but can retain complexity and require
interfaces between platforms for longer.

General acquisition research adds useful questions, not Paychex-specific forecasts. One study of
technology acquisitions found that deeper organizational integration could coincide with slower
first product launches but faster subsequent product launches among targets that launched
initially. Another qualitative study of three equipment acquisitions shows that intended
synergies can interact with customer and supplier responses, including product delays that help
competitors. Neither study measures HCM platform migration, Paycor churn or Paychex
cross-selling. Students should use them to broaden the mechanisms they consider, not import
their outcomes into a Paychex forecast.
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Assignment

Prepare a concise recommendation for Paychex’s next integration phase. Address:

* Which capabilities should be shared, standardized or kept platform-specific, and why?
* What customer groups or products would be eligible for any pilot or migration?

* What could falsify your preferred explanation of the acquisition’s growth contribution?
* Which measurable gates would trigger expansion, pause or reversal?

* How would you protect payroll accuracy, compliance, security, service continuity and
product-release capacity while testing the choice?

Do not assume that higher aggregate growth proves integration success. Do not treat all
integration as one binary choice: customer interface, product workflow, data/technology
infrastructure, operating processes and go-to-market can be changed separately.

Sources and conventions

Company sources: Paychex, Inc., FY26 Form 10-K, filed July 17, 2026, accession
0001193125-26-307785, especially Item 1 pp. 2-4, Item 1A pp. 10-12, ltem 7 pp. 22-24, and
Note D pp. 55-58; SEC filing. Paychex, “Reports Fourth Quarter and Full-Year 2026 Results,”
June 24, 2026; release. Paychex, Paycor acquisition announcement materials, January 7, 2025,
Form 8-K accession 0000950103-25-000267, exhibits 99.1-99.2; exhibit 99.1, exhibit 99.2.

Academic sources: Puranam, Phanish, Harbir Singh, and Maurizio Zollo (2003), “A Bird in the
Hand or Two in the Bush? Integration Trade-offs in Technology-grafting Acquisitions,” European
Management Journal 21(2): 179-184, do0i:10.1016/S0263-2373(03)00012-4. Holtstrém, Johan,
and Helén Anderson (2021), “Exploring and extending the synergy concept - a study of three
acquisitions,” Journal of Business & Industrial Marketing 36(13): 26-39,
doi:10.1108/)BIM-09-2020-0420. Their findings are general mechanisms from different contexts,
not estimates for Paychex.

All case facts are limited to information public by August 4, 2026. Paychex’s September FY27
Q1 disclosure is outside the cutoff and excluded. Financial case development and Excel
modeling are deferred.
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https://www.sec.gov/Archives/edgar/data/723531/000119312526307785/payx-20260531.htm
https://investor.paychex.com/news-events/press-releases/detail/838/paychex-reports-fourth-quarter-and-full-year-2026-results
https://www.sec.gov/Archives/edgar/data/723531/000095010325000267/dp223210_ex9901.htm
https://www.sec.gov/Archives/edgar/data/723531/000095010325000267/dp223210_ex9902.htm
https://doi.org/10.1016/S0263-2373(03)00012-4
https://doi.org/10.1108/JBIM-09-2020-0420

