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INTRODUCTION
Large corporate mergers and spin-offs, biotech and technology breakthroughs, 
and stronger-than-ever data privacy requirements make the healthcare sector 
one rich with opportunity and risk. That means staying on top of due diligence 
best practices has never been more important.

To industry specialists, it should come as no surprise that regulation-laden 
healthcare and life sciences due diligence is one of the longer, more document-
rich processes. It takes 5% longer to gather and organize all the documents in 
the data room (“build time”), with 7% more documents, and, from data room 
launch to close, the due diligence process extends almost one month more than 
the average to 8.7 from 7.8 months, according to Datasite intelligence.  

The good news is that innovative trends are accelerating due diligence across all 
industries. From data room launch to close, median due diligence project times 
have dropped globally by half a month to 7.5 months from 8 months from 2016-
2018, according to Datasite intelligence.

As pioneers of the first application for due diligence, Merrill DatasiteOne is 
shaping the future of M&A processes in healthcare and other industries. The 
following report summarizes what we have learned from our experience building 
and launching our new due diligence platform DatasiteOne, many years’ worth 
of proprietary transaction data, and extensive polling of dealmakers in the field. 

The best way to predict 
the future is to create it.  

- Peter Drucker
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Not all virtual data rooms are created equal – they aren’t all built to handle the high 
demands of sensitive transactions while delivering premium features and real-world 
usability. With decades of expertise behind us, we’ve seen what works – and  
what doesn’t.

+ Fast Setup: Opportunities can arise quickly, and Merrill DatasiteOne is built for  
 rapid implementation no matter the size or complexity of the deal and site content.  
 We offer the fastest response time to activate your virtual data room. With  
 DatasiteOne, your virtual data room can be activated in just minutes. 

+ Easiest to Use: Work more efficiently with expanded capabilities, reduced clicks on  
 key activities, drag and drop functionality and an improved upload process that  
 makes it easy to quickly replicate structures and authorizations. 

+ Ironclad Security: Your company’s information is too valuable to host on free, or low  
 cost, and generally less-secure file sharing services that are vulnerable to malicious  
 intruders. Merrill adheres to best-in-class global security standards across the data  
 security chain. 

+ Superior Search: Merrill DatasiteOne is built with sophisticated search technologies  
 that swiftly pinpoint what you seek, no matter the format or file type. 

+ Critical Control: Audit tools ensure visibility into document chain of ownership, with  
 insight into what information is downloaded, printed, forwarded or copied. 

+ Advanced Q&A: Manage buyer groups through question limits and approvals,  
 automatically route questions to the category experts, import and export data to  
 Excel while preserving the audit data in DatasiteOne. 

+ Best-in-class Support: Merrill’s dedicated team of proven subject matter experts  
 is well-versed in a wide variety of deal types and available around the clock. 

+ Constant Project Readiness: You’re always prepared for the next round of activity,  
 including the post-merger phase and reporting to stakeholders and regulators.  
 Comprehensive audit reports, deal room archives, data removal, content transfer  
 and storage options support a smooth transaction.



THE FUTURE OF DUE DILIGENCE FOR 
AN INDUSTRY IN CONSTANT MOTION
The dramatic rise of private equity, new technological advances and the 
increasing professionalization of the M&A industry are pushing old due diligence 
boxes into new shapes. Healthcare, in particular, has its own distinct challenges, 
from changing compliance and privacy concerns to antitrust issues. Today, the 
very concept of due diligence is being tested and redefined. 

What are the key factors behind this change? These four trends are reshaping 
the face of due diligence, according to extensive Merrill DatasiteOne polling. 

1. Specialization Wins 
Globally, 36% of dealmakers believe private equity’s focus on speed and 
efficiency is driving the most change in due diligence. And no matter where you 
sit in the deal ecosystem, the way to achieve efficiency gains and secure ROI is 
through in-depth industry expertise. 

Private equity firms increasingly leverage third-party expert networks and their 
own subject matter expertise (SME) to win over LPs – and sellers – in a crowded 
marketplace. M&A associates are encouraged to choose a sector focus much 
earlier in their careers. Finally, 73% of M&A professionals cite sector expertise as 
the most important factor in choosing an advisor. 

Understanding the industry is especially important in healthcare and life 
sciences, where valuation is often based on speculative R&D or complex financial 
ecosystems. Payment models, care delivery, and science are constantly changing. 
Development times for drugs and other therapies are slow, and even promising 
therapies may take years to be approved for use. The healthcare marketplace is 
one of high volatility and risk, and some initiatives may never pay off. 

Keeping current with market conditions, shifting regulations, compliance, and 
privacy concerns, and even geopolitical issues like the U.S. Affordable Care Act is 
key to effective due diligence. 

Talent assessment is the hardest thing to get right in healthcare M&A, 
according to 35.7% of dealmakers in a Merrill DatasiteOne poll.
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2. Move to Continued Preparedness
Both buy- and sell-side are shifting from seeing due diligence as a short 
term, transaction-based process to viewing it as an embedded part of the 
entire M&A lifecycle. That’s why 23% of global deal professionals, including 
25% from North America, cite the shift to continued preparedness as a 
critical driver behind due diligence change. 

Like chess masters, the best buyers think many steps ahead. In the healthcare 
arena, where products in the pipeline may take years to develop, continued 
preparedness and forward planning are even more essential. Buyers must 
take a sustained, strategic approach to build their deal pipeline. This means 
more time proactively identifying, vetting and developing relationships with 
potential acquisitions; in many cases, years in advance. The sale itself is 
merely prelude to a larger endgame, with integration and add-on purchases 
carefully mapped, long before exclusivity agreements are signed.

On the flip side, sellers have moved away from the concept of a sale process 
as a one-and-done short-term endgame. For many, a sale process is merely 
a stepping stone on a path that involves multiple buyers and long-term 
strategic growth. As a result, constant asset readiness is critical to taking 
advantage of fast-moving market cycles, avoiding costly paperwork pitfalls 
and smoothing the way for future M&A lifecycles.

This is particularly true in life sciences, where the drug development process 
requires a many-years-long parallel financing track. 

Americas dealmakers (25%) weigh the shift to continued preparedness 
more heavily than those based in EMEA (19%). 

R&D Basic Research Drug Discovery Pre-Clinical Phase I Phase II Phase III Phase IV

FINANCIAL 
(Sample -  
Mixed Tactics)

Angel Investment Series A Series B Series C 
Listing

Licensing  
Sale 
Partnerships

TRACKS PRE-CLINICAL CLINICAL TRIAL POST APPROVAL
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3. Form over Function

With deal teams often stretching into the hundreds and spurred by the 
move to a state of continued preparedness and overall industry maturation, 
dealmakers are adopting a more programmatic approach to the entire M&A 
lifecycle, including due diligence.

For an industry like healthcare inhabited by the scientifically-minded, this 
move to assembly line, process-oriented thinking makes inherent sense. 
However, on the financial services side of the equation, systemic issues, 
such as lack of project management training and focus at elite business and 
law schools, high turnover rates for junior banking and legal associates, and 
widespread nonadherence to centralized, secure document sharing policies, 
pose ongoing challenges. 

Nevertheless, program management best practices are starting to wend 
their way into M&A. Law firms have begun to take an assembly line approach 
to contract reviews, either out or insourcing to dedicated specialist groups. 
Consultants work closely with internal corporate groups to improve processes. 
Integration PMOs are becoming more standard.

Nowhere is this approach more important than in healthcare and life sciences, 
where due diligence processes involve more complex analysis – with more external 
parties - than any other industry. As a result of this complexity, an astonishing 
57.8% of dealmakers believe finding all the red flags is the hardest thing to get 
right in healthcare due diligence, according to Merrill DatasiteOne polling.

In a recent Merrill DatasiteOne poll, 48% of dealmakers globally cited 
unsecured document transmittal practices as the top challenge to 
ensuring secure data sharing and collaboration.
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4. Technology Advances
Just as the jump from paper to digital dramatically changed the due 
diligence game in the early ‘00s, dealmakers expect advances in technology 
to become a due diligence game-changer in the years to come. 

In practice, this means the concept of a virtual data room (VDR) will soon 
be as outdated as the old physical data rooms VDRs took their names from. 
Instead, “smart” due diligence technology partners will support the entire 
M&A lifecycle through tools such as self-organization, advanced search, and 
contract review and redaction. 

Here are four common due diligence problems dealmakers expect 
technology to help solve in the next five years, according to a Merrill 
DatasiteOne poll of 325 dealmakers: 

1. Admin time. In 2018, it took a global average of 47 days to gather 
and index documents to prepare for a healthcare and life sciences sale 
– with average timeframes easily slipping over 60 days for the top 25% 
of transactions. With deal teams regularly stretching into the hundreds, 
project management capabilities also are at a premium (see section above). 
Therefore, it should come as no surprise that 30% of global dealmakers listed 
document self-organization and project management as the most significant 
due diligence challenge technology will help solve. 
 
2. Redaction reduction. Redaction is an incredibly boring, incredibly high-
stakes game – as recent US headlines on Robert Mueller’s investigation 
attest. That’s why a resounding 29% of global dealmakers picked contract 
review, analysis and redaction as the biggest due diligence problem 
technology will soon fix, with 36% of EMEA ranking it more important than 
document self-organization. 

Globally, 23% of dealmakers believe advanced technology is driving the 
most change in due diligence. 

47 DAYS
8.7 MONTHS

Average time to gather and index 
documents to prepare for a healthcare 
and life sciences transactions in 2018

Common admin time problems:

Average time from data room launch 
to close for healthcare and life sciences 
transactions in 2018
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3. Predictive deal analytics. Long the holy grail of the banking community, 
almost 30% of global dealmakers believe the ability to use aggregate deal 
data to help predict bidder behavior (20%) or provide actionable industry 
benchmarks (10%), for instance, will come to fruition in the near to mid-
term. Given the volatility of the healthcare and biotech sector, insight driven 
by analytics and benchmarks becomes even more valuable.Given the 
volatility of the healthcare and biotech sector, insight driven by analytics and 
benchmarks becomes even more valuable. 

Unlike document self-organization and redaction capabilities, which mainly 
shift time-consuming admin from the deal team onto the technology 
platform, this move has the potential to change the way the entire M&A 
game is played, impacting not just process but sale strategy and deal terms.

4. Audit trails and regulatory readiness. Increasingly intricate national 
security, antitrust and data privacy regulations combined with rising costs 
from M&A-related litigation have created an environment where detailed, 
page-level tracking of document views during due diligence is a critical 
business necessity for both buyer and seller. Globally, 11% of dealmakers 
listed this as the most important problem technology will solve in the due 
diligence process.

Americas dealmakers are more excited about predictive deal analytics 
(20%) vs. actionable benchmarks (8%), whereas EMEA is split evenly 
between the two (15%) 

Americas EMEA

Predictive Deal Analytics 20% 15%

Actionable Benchmarks 8% 15%

21.7% of dealmakers believe data privacy issues will sink the most 
healthcare deals next year, according to Datasite polling.



TAKE THE DUE DILIGENCE 
HEALTHCARE CHECKUP
Merrill DatasiteOne has distilled insights from top healthcare finance professionals, 
proprietary due diligence research, and the DatasiteOne project management 
team to develop a high-level checklist specific to today’s market conditions and the 
healthcare and life sciences sector. Here are some highlights from the checklist.

View and download the complete checklist >

1. What is the strategy to address common technology challenges in the 
healthcare field?

+ How do you plan to identify, attract and retain key technology talent?
+ How will you ensure effective collaboration between healthcare and  

technology professionals?
+ How will you address data connectivity challenges?

2. What is the plan to protect sensitive IP, employee and patient records?
+ Are you compliant with data privacy regulations in all applicable jurisdictions?
+ Is your IP fully protected?
+ Are all third parties in the due diligence process using secure transmittal 

practices and compliant with data privacy regulations themselves?

3. Have you modeled for geopolitical issues, such as changes in the US Affordable 
Care Act (ACA), National Security regulations, Brexit and tariff wars?

4. Have you assessed the impact of a potential economic downturn on the 
asset’s business model?

+ If a drug, what is the time horizon and how do your financing needs map?
+ Is there reoccurring revenue?
+ Have you proactively modeled a recession case?

5. Have you received a third-party due diligence report to ensure financials 
are accurate and not overly ambitious?

6. Have you evaluated the target’s #MeToo risk and taken appropriate measures?
+ Have you reviewed all the company’s internal guidelines, surveys and policies?
+ Have you searched court dockets for employment claims?

7. If it’s a drug development company:
+ Are you clear about how you want the business to mature and where to focus?
+ Have you mapped R&D time frames to financing and potential financing tactics?
+ What are your relationships with VCs, PE and potential partners – are you clear 

about the value-add you need in addition to financing?
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Conclusion
There has perhaps never been a more exciting time in the healthcare 
industry. Major healthcare hubs launch new biotech, health-care 
technology and medical device start-ups almost daily. The field 
of oncology shows huge promise, as do companies focused on 
disrupting the way healthcare does business—and enhancing the 
patient experience. 

Supporting this boom in opportunity is the rapid evolution in how 
the business of M&A gets done. Longer preparation times and more 
disciplined, comprehensive due diligence processes are becoming the 
norm, driven by specialization, a focus on project management and rapid 
advances in technology. 

To set themselves up for long-term success, healthcare and life 
sciences professionals must embrace these changes. Only by doing 
so can they can truly harness the fullness of opportunity that these 
changes represent. 
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