
Business is more global than ever. 
To compete, your company must be global, too.

“Globalization is now no longer an objective but an 
imperative, as markets open and geographic barriers 
become increasingly blurred and even irrelevant.” 

Jack Welch, 
former CEO of General Electric

Making the Leap Overseas: 
Employment Options 
for Global Expansion
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Global Employment
is Changing
Before Our Eyes   
Not so long ago, the term “multi-national business” applied only to the world’s biggest 
companies, the ones that had the necessary resources to open branch offices in major 
markets across the world. Those giant enterprises could dominate global business because 
it was simply too expensive and risky for smaller companies to set up operations overseas.   

Today, any company can enter a foreign market and begin operations in weeks, if not days. 
A small or medium size company can implement a global strategy - from testing a new 
market with a single employee abroad to opening a subsidiary office and hiring a full staff 
of workers.  

Employers aren’t the only ones 
benefiting from the new 
opportunities. Workers are 
charting new career paths that 
were rare a generation earlier. 

More workers are opting out of the 
traditional employment structure, 

choosing independence over stability, a series of short-term projects over secure 
permanent employment.  

At the same time, more companies are looking for ways to dip into the emerging pool of 
talent abroad. The result is a burgeoning transformation in global employment, one that is 
changing – and expanding - how companies do business across the world.  

It’s time to join the revolution. Your competition may have already.   

Any company can enter a foreign 
market and begin operation in 
weeks, if not days.

“

INTRODUCTION
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Why Go Global?
Entering a global market can help a business grow its revenue. It also helps the company 
adapt to the future, which is likely to be increasingly global and more automated.   

That’s why 60% of business leaders polled by the University of North Carolina’s 
Kenan-Flagler Business School said building leaders with “global competence” was an 
urgent priority for them. The best way, according to 89.1% of them, was building “projects 
with team members from multiple countries.” 

They can do that by hiring locally with more diversity or by expanding their teams to 
workers abroad, who bring new perspectives and untapped skills, and create footprints for 
the company in markets across the world.  

Hiring workers abroad offers many advantages:

1. Enter new markets - local workers are better attuned to the cultural aspects of the
market, speak the language of the customers, and have a better sense of the local
demands.

2. Draw on wider pool of workers,
both skilled and unskilled–

companies encountering a gap in 
skilled workers can hire talented 
and committed employees 
anywhere in the world.

3. Cost efficiency – salaries and benchmarks for workers vary widely across the world. 
Your company can provide jobs with competitive pay and good benefits and remain more 

affordable than hiring domestically. 

According to a Lighthouse Research 
study backed by Papaya Global, 7 out 
of 10 employers lack confidence in 
their knowledge of compliance issues 
related to foreign markets.   

Legal Compliance
is Easier than You Think  

Papaya Global can ensure that your 
company meets all foreign legal 
requirements and local business 
standards.  

“

Reasons for hiring workers abroad: 
1. Enter new markets
2. Wider pool of workers
3. Cost Efficient

“
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The numbers aren’t surprising. Businesses 
looking to grow oversees have traditionally 
faced daunting challenges in the process. 
They had to navigate a world of business 
and employment in unfamiliar territory, 
find local representatives, reliable 
accounting, vendors, service providers, and 
handle a host of other considerations.  
 
Most daunting of all was the challenge of 
legal compliance. Failing to adhere to the 
strict letter of the law abroad could lead to 
fines, harm a company’s reputation, and 
cost legal fees that could sink the operation 
before it gets off the ground.  
 
Those challenges, however, are quickly 
disappearing as the workplace continues to 

change and evolve.   
 
Today, those foundational tasks can 
be outsourced to a company like 
Papaya Global. Papaya can 
ensure that you comply with 
– and stay up-to-date with – 
the latest rules and 
regulations in well over 
100 countries.    

Today’s business leaders have options for 
hiring workers, depending on the 
company’s goals and needs.
 
A growing number of companies looking to 
test the market without committing large 
amounts of time and money are working 
through a Global PEO (Professional 
Employer Organization) which takes 
responsibility for the payroll and legal 
compliance of your workers and becomes 
an Employer of Record for legal purposes, 
all while your company directs the workers 
in their day-to-day work.
 

Other companies may decide to hire 
contractors/independent workers for 
short-term projects and engagements. 

If the hiring commitment is larger and 
more permanent, the company can 

open legal entities across the world. 

Different business goals require different 
employment solutions. Here are three vital 
factors that will determine which category 
of worker is right for your company:  

1. The nature of the activity abroad 
 
The type of business you plan to start 
abroad will go a long way in determining 
which option is best for you. Opening a 
large R&D center in Tel Aviv is different 
from opening a small sales office in Mexico 
City to test the commercial viability of your 
product in that market. Different business 
goals require different employment 
solutions.  
 
The type of venture will also determine how 
much flexibility you will need. Hiring small 
teams in several different countries 
requires a degree of flexibility that a large 
presence in one country does not need. 

What to Consider
Before You Choose 
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How many full employees you 
need will also depend on how 
much of their work can be 
done by freelance workers. 
 
2. The size of the 
expansion 
 
The number of workers you 
plan to hire abroad will 
influence your employment 
decisions. If your strategy is to 
start small in a new market and 
test the waters, you are likely to hire 
differently than if you plan to send a 
team of 20 or more workers to fulfill a 
specific task.  
 
The number will also influence how much you need 
to account for scalability. The size of a team of marketing 
representatives, for example, is likely to remain approximately the 
same over a number of years. A sales team, however, may grow dramatically if business is 
booming, and will also come to include a proportional team of customer success workers.     
 
3. Duration of Commitment  
 
The amount of time you intend to keep your foreign workforce at any particular country is 
a significant factor in your hiring decision. A permanent presence in a country requires a 
different solution to a short-term team.

Factors to consider before choosing an 
employment option: 
1. Nature and flexibility of activity abroad
2. Size and scalability of your foreign 
operations
3. Duration of foreign presence

“
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Based on the scope, size, and 
anticipated duration of your 
international operations, there are 
three main employment options for 
companies seeking to implement a global 
strategy: 

Technology is transforming the modern workplace, and nowhere is that more apparent 
than in the area of contract workers. Workers can ply their trade anywhere in the world in 
many fields and an increasing number of people are choosing to work as independents.  

This phenomenon is often referred to 
as the “gig economy” and it is made 
up of contract workers who are paid 
by the “gig” – a short term assignment 
with a fixed fee. They could be 
traditional freelancers such as writers 
or graphic designers, but increasingly, 
the term refers to workers who carry out smaller tasks mediated by technology, like delivery 
drivers or taxi drivers.  

Contract workers are self-employed and enjoy more independence and flexibility than 
people working as regular, salaried employees at companies. However, contract workers do 
not receive many of the rights, benefits, or government protection employees receive, such 
as enforcement of minimum wages or overtime pay.  

Contract
Workers “

5

“
Conract workers are self-employed 
independent contractors hired for 
a specific task with a fixed fee.

PRIMARY EMPLOYMENT
OPTIONS FOR ENTERING
FOREIGN MARKETS 



There are many advantages to 
hiring contract workers, 
including the fact that they, 
as independents, are 
responsible for paying their 
own taxes. The employer 
does not need to withhold 
taxes from their paycheck, 
contribute to their pensions, 

or provide paid vacation. Legal 
liability remains with the 

contract worker.  

Contract workers are ideal for tasks 
that can be outsourced and carried 

out with little or no direction on the part 
of the manager. They can supplement 

regular operations, but they cannot fully 
replace a regular work force.  

6

Misclassification
of Contract Workers 
Relying too heavily on contract workers exposes a company to a risk of misclassification. 
Companies have received severe fines for classifying workers as independents when in fact 
they were regular workers.  

In 2016, delivery company Federal Express paid a settlement of $240 million to 12,000 
delivery drivers after being sued for misclassification. More recently, taxi service company 
Uber agreed to pay between $146 million and 170 million to drivers who were classified as 
independents.  

Because companies have less responsibility to contract workers than to employees and save 
on employee tax, they have an interest in classifying as many workers as possible as 
contract workers. 

Governments have begun to crack down on the practice, both because of loss in tax 
revenue and because of potential exploitation of workers when they are misclassified. If 
the company exerts substantial control over the worker, the worker is entitled to the rights 
that go with that control.   

While standards vary from country to country, the following criteria serves as a general test to 
determine whether the worker should be classified as an employee or a contract worker: 

Test to determine status of independent 
worker:

1. Does the company maintain control of
how worker performs job or where the job
is done?

2. Does the company maintain financial
control over the employee or is he free to
seek business opportunities elsewhere?

3. Is the work performed on a regular basis
or part of permanent arrangement?

“

https://www.reuters.com/article/us-fedex-settlement/fedex-to-settle-driver-lawsuits-in-20-states-for-240-million-idUSKCN0Z229Q
https://www.forbes.com/sites/kellyphillipserb/2019/05/13/worker-or-independent-contractor-uber-settles-driver-claims-before-disappointing-ipo/
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1. Behavior control 

If an employer has the right to direct and control how 
work is performed or where it is performed, such as by 
providing office space to the worker, the worker may be 
an employee. A contract worker can determine how a project 
is done and can choose where it is done. The employer can only 
control the finished product, not how it is done. 

2. Financial control 

An independent contractor is free to pursue business opportunities while providing service to 
a particular employer. If an employer seeks to limit the business opportunity of a worker 
(other than issues of non-competition), the worker may be classified as an employee.  
In addition, if specialized equipment is used for the task, authorities will look at who made a 
significant investment in acquiring the equipment in determining the status of the worker.  

3. Nature of relationship  

If a worker is providing a service on a regular basis, and especially when the relationship is 
viewed as permanent between the worker and the company, the relationship may be one of 
employer-employee. The nature of the work is also a factor. If the work provided by the 
worker is deemed as a key activity for the business, there is a risk of misclassification if the 
worker is considered an independent contractor.  

Employee vs. Conract Worker

Being an employee means:
1. Receiving a regular salary or wage

2. Have employers withhold taxes from paycheck
3. Work at the business, at home, or elsewhere
4. Can be full or part time
5. Are directed on when and how to do a task

Being a contract worker means:
1. Receiving payment in lump sum through invoice.

No salary or wages.
2. Cannot be told how to do a project. Focus is on results, not process.

3. Do not work at the company’s physical location.
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Opening
a Foreign Entity 

If your company has a long-term 
strategy for overseas expansion that 
calls for a presence of at least five years 
and a substantial number of employees 
– at least 15, depending on the country – 
and plans to engage in full commerce 
and contracts, opening an entity may be 
the best option for you.  

Traditionally, companies that sought to 
expand abroad went through the long and sometimes challenging process of registering a 
company with their host government. That provides the legal basis for hiring employees, 
handling their payroll, and complying with all tax considerations. It provides a layer of legal 
protection for the company as a full subsidiary of the parent company in the host country.  

Opening a foreign entity may be best  
option if your company has a 
long-term strategy, a substantial 
number of employees. and plans to 
engage in full commerce abroad.

“

Advantages: Disadvantages:
1. Save costs on limited tasks  

The best types of projects for 
contract workers are limited 

in scope and cannot be 
done as easily in-house. 
Hiring an independent 
worker to complete very 
specific tasks allows the 
company to get those 
tasks done efficiently.  

2. Add useful 
capabilities  

A small staff at a foreign 
location is likely to be limited in 

capabilities. But by combining the 
inherent skills of the staff members with 

the directed abilities of contract workers, the 
capabilities of the office jump substantially. 

1. Specific services could be more 
expensive 

Because contract workers are responsible 
for their own pension plans, health care, and 
their own accounting for taxes, and are 
responsible for acquiring their own 
equipment, their overhead expenses are 
higher. Those expenses are often carried 
over to the client through higher fees.  

2. High turnover 

Contract workers choose the path of 
independence in order to have greater 
control of their work lives. That 
independence will not always align with your 
company’s goals and needs.  That means 
there is a constant need to find new contract 
workers to fulfill tasks previously carried out 
by workers who are no longer available.  



If your company is looking to hire in Europe or EU member states in Southeast Europe 
(Bulgaria, Croatia and Slovenia) and is not seeking to raise revenue through sales or contracts, 
a good option could be to use Non-Resident Payroll.

With Non-Resident Payroll, you can hire employees legally without creating a legal entity. It 
depends largely on what activity you want the employees to carry 

out abroad. If the office is for marketing and promotions or 
other activities not designed to raise revenue directly. 

Non-Resident Payroll may be a good option, but it’s 
always recommended to seek formal legal advice 

to confirm this. If you plan to do sales or sign 
contracts with other companies, you will 

need a Global PEO or a legal entity.
   

Non-Resident Payroll allows your 
company to build stronger contacts in 
the foreign market, including potential 
vendor and clients, while promoting 
your company’s brand and approach 
to business. Although it does not 
constitute a formal presence in the 
country, it does leave your company 
responsible for worker liability.    
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Opening an entity is the most expensive option on the list, and it takes the longest to begin 
operations. It involves incorporation and registration fees, a tax burden, and costs associated 
with maintaining ongoing legal, financial, and fiscal compliance. It is also costly to close once 
it has been established, though the time and cost varies widely from country to country. 

With a legal entity, your company assumes all legal liability for the employees you hire. 
However, a legal entity is the most stable option for long-term growth. It’s likely to pay off the 
most in the long run if your company’s overseas expansion is growing.  

Expatriate Workers 
With a legal entity, it is possible to hire workers in one country and assign them work 
assignments in another country. The workers are called expatriate workers, and 
the process requires obtaining the proper work VISAs.
  
There are a number of advantages to bringing workers from your own country to 
work alongside workers in the host country. The expatriate workers can gain 
experience in the foreign market, learn from workers with different experiences and 
outlooks, and bring back their knowledge to the original company.  

Non-Resident Payroll  



Advantage to Opening
Legal Entity 
Establishes permanent presence in foreign country

A legal entity provides your company with the most stable presence in the foreign 
country and offers the largest number of options, including hiring, signing contracts with local 
companies, and engaging in sales and commerce.  

Disadvantage
Costly and time consuming 

While a permanent entity is the strongest type of presence your company can have in the 
foreign country, it is also the costliest to start, to maintain, and to close, if necessary. 

Set Up: a corporate entity can take several months to carry out all of the necessary 
administrative tasks to get the necessary government approvals. That process is followed by 
a number of local registrations, such as with the tax authorities, labor authorities, and more.

Maintenance: ongoing operations involve running a payroll, a corporate secretarial 
requirements – quarterly or annual legal filings, regular board meetings – that need to be 
submitted to the proper authorities, a physical or virtual address, and directors who hold 
personal liability over the activities of the entity. In addition, an entity requires local 
statutory accounting/bookkeeping and has a taxable presence and therefore tax liabilities 
and required filings. 

Dissolution: depending on the country, this may take months or even years; and in 
some cases the entity needs to be maintained dormant for some time before being fully 
dissolved.  

Global PEO/Employer
of Record 

For small or medium size companies 
looking to hire 1-10 workers in a foreign 
country for a short or open-ended 
period, setting up an entity may not be a 
realistic option. For those companies, 
engaging with a Global Professional 
Employer Organization (PEO)/Employer 
of Record (EOR) is a much more flexible 

and, cost effective option. 

A Global PEO/Employer of Record 
service allows you to hire workers 
abroad in full legal compliance 
without opening a legal entity.

“

10



NOTE: The definition of PEO within the US differs from the rest of the world. PEO inside the US refers 
to a co-employer arrangement that requires a legal entity within the US. The entity serves as the 
employer of record while the PEO handles the payroll, employee management, and compliance. A 
global PEO, on the other hand, refers to an outsourced employment arrangement, where the PEO 
holds the full employment liability over the employees while your company hands the day-to-day 
management of the employees.

1. Saves Time 
 
A Global PEO/EOR is quick to launch, 
especially when the payroll provider, like 
Papaya Global, uses an automated 
system that makes it easy to onboard an 
employee. The process can be 
completed in days in some cases. The 
time element makes a difference 

because the delays can cause a company to miss out on talented employees who are 
unwilling to wait for the process to conclude before they start work.  
 

“

A Global PEO/EOR service, also known as Global Employment Organization (GEO), is ideal for 
small or medium size companies looking to hire workers, often in the range of 1-10, in a 
foreign country for a short or open-ended period.

The Global PEO/EOR or an associated local vendor becomes the legal employer of record, 
assuming responsibility for payroll, workforce management, taxes, insurance, benefits, 
worker’s compensation, and all other aspects of legal compliance. The Global PEO/EOR holds 
the legal liability for the worker.  
 
Your company, meanwhile, directs the employee in daily tasks and assignments and all 
work-related issues. The Global PEO/EOR handles human resource functions such as 
work hours, vacation time, or sick leave.   
 
The Global PEO/EOR option allows companies to enter foreign markets quickly without 
the burden of opening a legal entity in a foreign country. It also has advantages over hiring 
contract workers because the employees hired by the company are permanent, reliable, and 
fully controlled by the hiring company. With independents and freelancers, the company 
cannot direct the worker to the same degree.  
 
The independent status of the workers under independent contracts also means the 
company can expect high levels of turnover and constantly needs to find new workers, which 
can be challenging in a foreign setting.  

Advantages:
Advantages of using Global PEO: 
1. Save time
2. Less risk
3. Flexibility
4. Leave global footprint
5. No risk of misclassification
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Conversely, the quick turnaround time of 
the Global PEO/EOR arrangement allows 
companies to compete quickly and with 

great agility, anywhere in the world. That 
could be a decisive edge over top 

competitors.  

2. Lower Cost Means
Lower Risk

The PEO/EOR charges a 
small fraction of the 
fees that go into 
opening and 
maintaining a legal 
entity. In addition to 

the government fees, 
applying for legal status 

typically requires 
assistance from a legal 

advisor, adding to the total 
cost. 

The high speed and low cost of 
entering a foreign market means that 
companies can afford to try things out 
without the high stakes that have 
traditionally been associated with global 
expansion. They can take risks that would 
have been unthinkable a decade earlier.  

The legal risk, however, remains on the 
employer of record, so there is no liability 
to worry about if a worker is injured on the 
job or any other unforeseen problem 
occurs.  

3. Flexibility

A Global PEO/EOR makes it easy to enter a 
market and just as simple to exit the 
market. Your company can change status 
quickly. That means you maintain 
maximum flexibility to respond to what’s 
happening on the ground.  

If the venture appears to be succeeding and 
needs to expand, a Global PEO/EOR can be 
scaled relatively easily. And if it looks like the 
project is going to be worth the cost and 
effort to open an entity, it’s easy to move 
from one to the other.  

If the venture does not succeed, it’s just as 
easy to leave the market and try again 
elsewhere with a different local vendor.  

4. Presence on the Ground

While some Global PEO/EOR services 
operate without a presence on the ground in 
the countries they cover, the best ones 
partner with local experts for guidance and 
support. The local presence helps companies 
on many levels, including a reliable contact to 
advise on business practices and an ear on 
the ground for legal changes that effect 
compliance.  

On a psychological level, many companies 
feel better about hiring workers abroad 
when they feel there is someone on the 
other end to look after the workers.   

5. No Risk of Misclassification

The workers who are hired through a Global 
PEO/EOR are full employees who receive all 
the benchmark benefits such as pensions 
and health care, that any worker in their 
country can expect. They receive proper 
paychecks with all necessary taxes 
withheld, according to the local laws.  

Some companies attempt to save costs 
by hiring contract workers to avoid 
paying taxes or pensions. Governments, 
however, are cracking down on 
employers who are classifying workers as 
contractors when they are really functioning 
as full employees and should be entitled to 
the same benefits.  
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1. Costs Higher Per Worker than Through Own Entity

A Global PEO/EOR is generally viewed as a relatively short-term measure that allows 
a company to enter a market quickly, with low risk, and at an affordable price. But 
because Global PEO/EOR assumes legal liability for the workers and carries out 
many of the functions, the cost per worker is higher than it would be if the 
company had its own entity. 

Once a company attains a critical mass of employees (usually around 15), it could 
make sense to consider registering its own entity. At that point, the company 
would assume legal liability for the employees.  Starting with a PEO makes sense 
because it is easy to transition workers from Global PEO to your own payroll. 

On the other hand, because a Global PEO/EOR is likely to handle the accounts of many 
workers, it is able to leverage a better price for common benefits such as health care. That 
means a company can provide competitive benefits at a lower cost.  

Disadvantage:
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Papaya
Global’s
Services
for Hiring
Workers Abroad

HR Administration 

MAKING THE LEAP 

The business is growing more global every year. In the past, business leaders considered 
foreign expansion to be a risk. Today, it is just the opposite – missing out on opportunities 
abroad that may already be helping your competition.  

Papaya Global is ready to help your 
company take the leap oversees, 
whether it’s a single worker at one 
foreign office on a trial basis, or a team 
of seasoned professionals ready to make 
a long-term investment in the foreign 
market. Papaya can help you choose the 
employment option that’s right for you.  

Papaya’s services include:  

This service provides advice and guidance to ensure your complete local compliance 
regarding international payroll and employment. It includes: drafting country guides, advice 
on hiring and termination processes, managing benefits and pension plans, providing salary 
benchmarks and advice on compensation plans. 

Combined with our platform, you will get notifications, automated reports and customizable 
workflows to streamline your ongoing global HR operations. 

Papaya Global is ready to help your 
company take the leap overseas, 
whether it’s a single worker or a 
team of seasoned professionals.

“
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Payroll 
This service is ideal for companies interested 
in direct employment and have a local entity. 
A local payroll supplier will run and manage 
the following payroll processing services for 
the company’s local entity: payroll employee 
calculation, benefits management, 3rd party 
payments (IRS, national insurance, pension 
scheme, etc.), annual company and 
employee financial reports, tax filing 
assistance and more. 

GDPR Compliance  
Our global payroll system is fully compliant with the new EU data regulation, the 
General Data Protection Regulation (GDPR) and we’re bringing you with us on the 
compliance journey. Thanks to our integration of GDPR compliant policies into our 
already encrypted platform, you can stop using emails and spreadsheets and start 

managing global employees and workforce in a secure and compliant way to 
seamlessly enhancing your ability to expand your operations. 

At Papaya, we want your company to grow everywhere. 
To find out more, visit our website at www.papayaglobal.com 
or contact us as contact@papayaglobal.com
 

Immigration
When a company is interested in relocating 
employees from one location to another, we 
can help. An immigration supplier will assist 
corporate clients in covering all aspects of 
immigration from visa issuing and 
pre-assessments to legal advice. This 
service includes: work permits (for 
expatriates, business trips and 
short-term assignments), residence 
permits, spouse and family permits and 
advice on the type of permit needed 
depending on employee nationality, 
profession and host country. 

Professional Employer
Organization/Employer
of Record
Suppliers providing this international 
employment service will hire the company’s 
employees to become their employer of 
record for tax and insurance purposes, thus 
outsourcing the client’s employee 
management tasks, such as: benefits, payroll 
and workers’ compensation. 

Local Contractor
Management
/ Outsourcing 
Ideal for companies seeking to hand over 
control of particular services, business 
processes or manpower, to another party. It 
refers to both domestic and foreign 
contracting, including offshoring. Motives for 
outsourcing can be under qualification, rapid 
employment growth within the company or 
need for reduced labor costs. 
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