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Introduction

The Great Resignation was first introduced by Texas A&M 
University Professor Anthony Klotz, who predicted a large 
number of people leaving their jobs when life returned  
to ‘normal’ after the pandemic ended.

It is now a widely-known term describing the ongoing 

economic trend of people voluntarily resigning from 

their jobs en masse. Record numbers of workers are 

currently	weighing	their	priorities	and	loyalties	and	

social media is ablaze with apocryphal “I quit!” stories. 

Resignation	rates	are	highest	among	mid-career	

employees,	and	hospitality,	technology	and	healthcare	

industries	have	suffered	the	most	significant	 

talent losses. 

As employers struggle to hang onto their workforce 

during	the	Great	Resignation,	remote	work	policies	

may	appear	to	be	an	enticing	option	for	recruiting	and	

retaining top global talent. Remote or hybrid working 

can	offer	massive	plusses	for	employees	in	terms	of	

work-life	balance;	reducing	the	financial	and	time	

costs	of	travel	and	allowing	the	option	of	living	in	more	

affordable	areas	or	even	a	return	to	home	countries.	For	

employers, however, an increasingly global workforce 
presents complex payroll challenges. From providing 

payment in local currency to ensuring local tax and 

benefits	compliance,	paying	a	global	workforce	can	be	

a painstaking and risky endeavour. 

This white paper provides an 
overview of the Great Resignation 
and its implications and explores 
key considerations for maintaining 
global payroll compliance while 
hiring internationally. 
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Background 

The Great Resignation is the fourth working 
revolution, one as significant as the Industrial 
Revolution in its irrevocable impact on our working 
lives. The second working revolution in the 1950s 
introduced widespread office jobs and the evolution 
of knowledge work in the ensuing decades, then the 
1990s ushered in the Internet boom. 

When its undercurrent subsides and the bigger 
picture emerges, the marked change caused by the 
Great Resignation will be historic. And it has taken 
place over a few short years, not decades. 

According to the World Economic Forum, industries with 

low	location	and	time	independence	were	among	those	

suffering	most	throughout	the	pandemic.	Businesses	

characterized	by	high	location	independence	of	the	

service	and	low	independence	of	time—such	as	

businesses that needed their provider and receiver to 

concurrently	do	business	but	not	at	the	same	location—

were more likely to endure. Business models like live 

streaming, delivery restaurants, online counselling 

and	telemedicine	had	the	inbuilt	flexibility	to	adapt.	

Those companies that could quickly implement remote 

working	practices	were	in	far	stronger	positions.	

Employees	who	were	fortunate	enough	to	keep	

their jobs were forced to work remotely and to 

increasingly rely on various technologies to support 

meetings	and	collaborations	that	would	ordinarily	

take place in person. As a result, there was a change 

in employee mindset toward the need for in-

person	collaboration—which	is	unlikely	to	change.	

Companies now need to similarly shift business 
practices to adjust to this new mindset. Or, otherwise, 
risk losing talent and falling behind.
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The labor market has changed, and with vacancies at 

an	all-time	high	almost	across	the	board,	workers	are	

in	powerful	bargaining	position.	The	pandemic	was	a	

life-altering	event	and	people	are	now	prioritizing	their	

mental health, family life and self-worth. Employers are 

now	responsible	for	finding	creative	and	effective	ways	

to	attract	and	retain	talent.

In November 2021, recruiter Randstad UK surveyed 
more than 6,000 people and found that the confidence 
to move jobs was soaring. Almost	seven	in	10	
employees	(69	percent)	said	they	felt	confident	moving	

to	a	new	position	in	the	next	couple	of	months,	and	

only	16	percent	of	workers	described	themselves	as	

worried about trying to get a new job. Employees in 

construction,	tech	and	logistics	were	among	the	most	

confident	in	the	country	with	workers	in	manufacturing	

being the most assured; 74 percent said they felt 

confident	about	moving	to	a	new	job	now.	

When you remove the physical and mental constraints 

of hiring solely from a company’s country of origin, a 

more diverse workforce becomes available. Tech is at 

the forefront of this global mindset, with a number of 

start-ups	taking	the	opportunity	to	scout	high-skilled	

talent	from	multiple	territories	while	effectively	operating	

as “one-man bands” in their country of origin.

Employer of Record (EOR) services 
allow such companies to make bold 
leaps into new regions secure in 
the knowledge that they will have a 
safe and compliant landing. 

An	EOR	allows	an	organization	to	hire	talent	legally	and	

compliantly	in	a	new	country	without	setting	up	a	legal	

entity.	This	business	model	handles	the	onboarding	and	

compensation	of	a	new	employee.	

Businesses	with	trepidation	about	compliance	in	

countries	where	they	lack	an	entity	can	enlist	the	

expertise	of	EOR	services	to	minimize	risk	and	maximize	

opportunity.	

Employers	who	have	recently	tried	to	fill	essential	roles	

understand	the	shifting	mindset	to	encompass	a	global	

workforce. They see that workers are looking beyond the 

commute and the 9-5 and towards those fundamentals: 

autonomy	and	recognition.	Am I valued? What do I 
value? Should I stay or should I go? The fourth working 

revolution	is	well	underway	and	companies	with	an	eye	

to	the	future	and	those	with	one	foot	in	the	past	are	

going	to	be	borne	away	on	the	same	tidal	wave.74%

69%

16%

7 in 10 employees felt 
confident moving 
to a new position

Construction, tech, 
logistics and manufac-
toring employees felt 
confident about 
moving to a new  job

Are worried 
about moving 
to a new  job

Source: Randstad UK 
November 2021
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Onboarding, Accuracy and a 
Globally Remote Workforce

A globally remote workforce will be a powerful tool for 

survival	during	the	Great	Resignation	and	beyond.	But	

employee	retention	is	now	more	essential	than	ever	for	

new	recruits	and	existing	talent.	The	foundation	starts	

with onboarding to ensure talent has the tools and 

resources	available	to	be	productive	and	successful.		

The	results	of	a	2021	GPA	survey	looking	towards	the	

Global	Payroll	and	HR	of	the	Future	demonstrated	the	

necessity	of	an	exemplary	onboarding	process.	81% of 
those surveyed said that poor global onboarding had 
a negative effect on new hire performance. 

Accuracy plays another crucial role in keeping valuable 

employees engaged and loyal. In their research, 

Kronos	and	the	Human	Capital	Institute	revealed	that 
49% of US workers will start a new job search after 
experiencing only two problems with their paycheck, 

demonstrating	how	fragile	employee	engagement	

can be when employers fail to carry out core business 

functions.	With	employees	valuing	recognition	so	

highly—and	at	a	time	when	household	finances	remain	

fragile—it	would	be	foolhardy	to	make	a	misstep	in	 

this area.

An EOR can onboard, manage and 
pay staff on a company’s behalf in 
a dramatically reduced time—in 
unfamiliar territories and multiple 
languages—and for a fraction 
of the cost of other employment 
services.

It becomes the legal employer while the client retains 

the role of a managing employer and executes the 

day-to-day management of its employees, calling the 

shots	on	hiring,	compensation,	assignments,	duties	and	

termination,	safe	in	the	knowledge	that	the	in-country	

intricacies have been handled.

But what are some of those intricacies?
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Local Tax Rules for  
a Local Workforce

The tax laws in most countries were developed under the 
assumption that an employee would be based in the same 
country as their employer, which has long been the case.

Globally, employers became an obvious means by 

which personal income tax on employment income 

could	be	collected	efficiently	from	employees.	As	a	

result, early forms of payroll emerged.  

As	societies	advanced	into	the	20th	century,	social	

security	rules	and	regulations	became	commonplace	

across	many	developed	countries,	providing	a	‘safety	

net’ for workers who could no longer work through ill-

health,	redundancy	or	retirement.	This	led	to	the	birth	of	

employer	and	employee	social	security	contributions,	to	

be collected by employers via payroll, alongside tax. 

Not	only	were	employers	an	effective	tax	collector	for	

income	tax	and	social	security	contributions	but	they	

were	also	an	easily	identifiable	source	of	corporate	

tax.	Profit-making	activity	was	managed	and	taxed	

via	the	company’s	legal	registration,	partnership	or	

some	similar	legal	structure.	Alongside	tax,	employment	

legislation	and	regulations	developed	in	each	country,	

covering	an	array	of	rights	and	obligations	from	holiday	

entitlements	to	equal	pay.	

Countries	predominantly	developed	their	own	distinct	

tax	and	legal	frameworks	for	employment.	This	was	fine	

for	yesterday’s	world	but,	as	globalization	took	hold,	it	

would be the source of many challenges for employers 

seeking to send people overseas to work or employ 

people overseas. The challenge of employer compliance 

for globally remote workers.
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The Challenge of Employer 
Compliance for Globally  
Remote Workers

The	network	of	double	tax	treaties	and	social	security	

agreements across countries have helped to make 

things easier for employees (and their employers) 

temporarily assigned overseas. However, they are a 

long way from providing alignment across tax and 

social	security	systems,	particularly	for	employees	

working	indefinitely	in	one	country	when	their	employer	

is	situated	in	another.	In	this	regard,	our	tax	systems	are	

largely out of date for today’s world.  

The	reality	is	that,	in	most	cases,	an	employer	who	

wants or needs to compliantly employ an individual in 

another	country	is	required	to	negotiate	a	vast	array	of	

often	complex	foreign	tax,	social	security,	payroll	and	

other	compliance-related	matters.	This	has	created	a	

significant	challenge	for	employers	worldwide.

Before	COVID-19,	these	compliance	challenges	were	

more manageable for employers than today because 

globally remote working was not as widespread and 

was	a	rarity	for	most.	

A global remote workforce became commonplace 

during	the	pandemic,	as	many	people	returned	to	their	

home	countries	to	work.	Initially,	this	did	not	create	too	

many	issues	due	to	the	short-term	nature	of	overseas	

stays and the relaxed approach to compliance by tax 

authorities,	which	in	some	cases	introduced	specific	

legislation	to	ease	tax	obligations.

As the global pandemic subsides, the demand from 

employees to work remotely has not abated. We not 

only see people seeking to work from home in their 

home country but also those who want to reside in 

sunny,	tax-free	jurisdictions	while	continuing	to	work	for	

their current employer, so-called “digital nomads.” This 

has been encouraged by countries such as Barbados, 

capitalizing	on	the	trend	by	offering	short-term	visas	for	

people to work remotely.

Simultaneously, it appears that at least in some cases 

employers	have	been	lulled	into	a	false	sense	of	security	

on the compliance challenges involved in employing 

globally	remote	workers	as	a	result	of	COVID-19	related	

compliance	relaxations.	Now	that	relaxations	are	almost	

entirely	gone,	employers	must	face	the	full	array	of	

compliance	obligations.	
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Permanent Establishment 

Firstly,	there	is	the	consideration	around	whether	an	

employee	working	overseas	will	unwittingly	create	a	

corporate presence (or “permanent establishment” as 

it is known in the tax world). The concept of permanent 

establishment was developed globally and is now a 

feature	of	most	tax	levying	countries,	as	well	as	being	

part	of	the	Organization	of	Economic	Co-operation	 

and Development’s (OECD) model double tax  

treaty	guidance.		

Among	other	considerations,	the	rules	around	

permanent establishment are designed to deal 

with	the	situation	where	the	work	of	people	in	

a	country	may	generate	taxable	profits	in	that	

country for a company that does not have a 

registered corporate presence.  

For example, take an employee of a UK 

firm	based	in	France,	selling	goods	from	a	

warehouse in France on behalf of the UK 

firm.	Ordinarily,	the	tax	authorities	in	France	

would	not	have	the	legislative	authority	to	levy	

corporate	tax	on	the	profits	generated	by	employee’s	

activity	in	France	since	there	is	no	corporate	entity	in	

France to which tax can be charged. Furthermore, the 

French	tax	authorities	would	not	ordinarily	have	the	

jurisdictional	right	to	impose	a	corporate	tax	on	the	UK	

Company. 

In the absence of the UK Company registering a 

subsidiary or branch in France, the only recourse 

for	authorities	in	France	is	for	them	to	deem	the	UK	

Company to have created a permanent establishment 

in	France	due	to	the	nature	of	the	individual’s	activities.	

Corporate tax could then be charged on the deemed 

permanent establishment. The UK Company could then 

be compelled to register in France and comply with an 

array	of	other	corporate	obligations	such	as	registration	

for	VAT,	statutory	financial	report	preparation,	operating	

payroll and more.  

It	is	often	a	surprise	to	employers	that	the	concept	of	

permanent establishment also applies to an employee 

who may be working from home on their behalf 

overseas.	Although	every	country	has	different	rules	

regarding permanent establishment, it is generally 

accepted	under	the	double	tax	treaty	network	and	the	

rules of most tax levying countries that a permanent 

establishment may exist where a foreign company has a 

fixed	place	of	business	where	activities	of	the	business	

are carried out.  
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The OECD has issued some guidance to suggest 

that employees should not trigger a permanent 

establishment where they are working from home by 

choice (i.e., the employer has not demanded that they 

work from home), and where the employer has no right 

of access or use of the employee’s home. 

According to the OECD, “Where a cross-border worker 

performs	most	of	their	work	from	their	home	situated	

in	one	jurisdiction	rather	than	from	the	office	made	

available	to	them	in	the	other	jurisdiction,	one	should	

not consider that the home is at the disposal of the 

enterprise because the enterprise did not require that 

the	home	be	used	for	its	business	activities.”	

Despite	the	OECD’s	guidance,	there	are	exemptions	

and there is no carte-blanche for employers to engage 

employees	overseas	without	considering	the	potential	

corporate	tax	implications.	The	guidance	is	not	binding	

on	countries	signed	up	to	the	model	double	tax	treaty	

convention	(though	countries	do	generally	follow	 

the guidance). 

These	rules	and	their	interpretation	remain	complex.	

To	obtain	any	degree	of	certainty	over	the	permanent	

establishment	position,	each	individual	case	should	

be reviewed on its merits. A stock approach across 

all employees across various territories is likely to be 

disastrous	from	a	tax	compliance	perspective.		

Where	a	tax	authority	deems	a	permanent	

establishment to have been created, this can lead 

to	a	range	of	compliance	obligations	for	the	foreign	

company,	penalties	and	interest	on	any	historic	

corporate taxes that are deemed unpaid as well as 

other	statutory	and	regulatory	obligations.	 

The triggering of a permanent establishment will almost 

always lead to the requirement to set up a  

foreign payroll. 
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Mandatory Foreign Employer 
Registration

Beyond the concept of permanent establishment, a 

growing	number	of	countries	are	now	insisting	that	

foreign companies register with them where they have 

employees who are resident and working in those 

countries. This trend has increased over the past decade 

and	is	a	means	of	forcing	the	visibility	of	a	foreign	

employer where they have globally remote workers in a 

territory. Given the growth in globally remote workers, it 

is	a	trend	that	is	likely	to	continue.

For example, a non-Canadian employer that employs 

someone who lives and works in Canada would 

normally be required to register as a foreign employer 

and set up a Canadian payroll to operate Canadian 

tax	withholding	and	social	security.	There	is	no	“grey	

area”	or	“potential	arguments”	around	permanent	

establishment that employers can rely on as the rules 

are	relatively	clear	and	are	set	out	in	legislation.		

Similar rules exist in other countries, including India 

and	Sweden.	Additionally,	in	some	countries	such	as	

Argentina,	a	foreign	employer	is	not	permitted	to	employ	

an	individual	to	live	and	work	from	home	in	Argentina	

without	having	registered	and	set	up	a	legal	entity	in	

Argentina.	
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EU Social Security Obligations

For employers based in an EU/EEA country, Switzerland 

or	the	UK,	the	EU	social	security	regulations	create	

additional	complexities.	Under	the	EU	social	security	

regulations,	an	employer	employing	an	individual	who	

is resident in another EU/EEA country and will work 

there	on	an	indefinite	basis	will	typically	be	required	to	

register	to	operate	social	security	in	that	country.	This	

involves the set-up of a local payroll overseas in the 

country	where	the	employee	is	working,	the	deduction	of	

employee	social	security	contributions	and	the	payment	

of	employer	social	security	contributions.	These	

regulations	apply	regardless	of	tax	classification	in	the	

country where the employee is working.  

This can come as a surprise to employers. For example, 

a German company employing someone who works 

permanently from their home in France will be required 

to	register	with	the	social	security	authorities	in	France.	

They will also be required to deduct employee social 

security	contributions	in	France	and	pay	French	

employer	social	security	contributions.	Given	the	high	

rate	of	French	social	security	contributions	compared	to	

the rates in Germany, this is likely to be an unexpected 

and	unwelcome	cost.	Furthermore,	the	authorities	

in France (or any other EU/EEA country where the 

employee is living/working) have the right to collect the 

social	security	debt	from	an	employer	based	in	another	

EU/EEA country (or Switzerland and the UK).  

Similar	social	security	compliance	obligations	can	

exist outside the EU where an employer is employing 

an individual who is resident and working in a country 

with which the employer’s country of residence has a 

reciprocal	social	security	agreement.	For	example,	the	

UK	has	17	current	agreements	with	countries	outside	

the UK under which non-UK countries have the right 

to	demand	social	security	for	employees	working	from	

home	on	an	indefinite	basis	in	that	territory.	
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Beyond Tax and Social Security

The	issues	of	permanent	establishment,	potential	

mandatory	foreign	employer	registration	and	social	

security	present	a	challenging	set	of	considerations.	Not	

least, every country has distinct and separate rules. 
This means that employers are forced to rely on costly 

advice	from	overseas	specialists	which,	in	turn,	can	also	

present its own risks.  

Unfortunately,	it	does	not	end	there	as	tax,	social	

security	and	payroll	aren’t	the	only	issues	for	employers	

to	worry	about.	There	is	a	range	of	additional	legal	and	

regulatory	considerations	for	employers.	These	include	

determining whether: 

• The employee has the ‘right to work’ in the country 

in which they are living and working; 

• The employee may have rights under the 

employment or labor law of the country in which 

they are residing and/or whether there is a risk 

that the individual may seek to claim such rights in 

future;	

• Health	and	safety	rules	and	regulations	may	

apply in the overseas country in respect of the 

employee’s home-based workplace; 

• There are many mandatory employer pensions 

regulations.	For	example,	in	the	UK,	auto-

enrollment of employees ordinarily working in the 

UK	is	normally	required	irrespective	of	whether	the	

individual’s employer is located in the UK;  

• There are any mandatory employment insurances; 

and 

• The employer is required to provide any mandatory 

local health insurance.

The	task	does	not	end	with	a	one-time	review	of	these	

issues. Compliance in such cases will require a regular 

review	of	the	tax,	employment	and	immigration	rules	

overseas to determine whether there have been any 

changes.	The	employee’s	position	will	also	need	to	

be monitored to ensure no changes to the facts and 

circumstances	that	may	alter	the	compliance	position.	

For	example,	the	permanent	establishment	position	may	

change	over	time	where	an	individual	becomes	more	

senior/has	more	authority	within	an	organization	or	

changes role. 
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Impact of Compliance on  
Globally Remote Working

The infrastructure of global tax, immigration and 
employment law has made it challenging to implement 
a work-from-anywhere model. 

That	said,	as	globally	remote	work	increases,	domestic	

law	and	international	tax	treaties	will	likely	be	adapted	

to	deal	with	this	new	generation	of	people	‘working	

from home’ in a country in which their employer is 

not present. Over the next few years, we are likely to 

see	a	proliferation	of	such	policies	as	employers	gain	

confidence	in	implementing	and	operating	them.	

However, this is not likely to be a quick process 

as	there	are	many	detailed	considerations	across	

many	countries	and	involving	an	array	of	conflicting	

stakeholders and vested interests. Moreover, the 

complexities	increase	immensely	when	an	employee	

hires talent in several countries.

In	any	case,	procedures	and	policies	are	essential	

from	a	compliance	perspective	and	for	sound	HR	

management. For example, having a policy that sets out 

the parameters for employees on what they can and 

can’t do, who is responsible for tax, whether working 

from home is an employee choice or an employer 

demand can help a great deal.

In	the	meantime,	many	employers	are	pursuing	a	middle	

ground in favor of limited-basis global remote work. For 

example, some employers are developing policies that 

enable their employees to work overseas for a limited 

time	each	year.	Though	this	is	not	completely	free	of	

employer	compliance	considerations,	it	does	present	a	

much	more	practical	and	cost-effective	option	because	

the risk of triggering employer compliance issues 

overseas	is	substantially	reduced.
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We are here to help you with your global payroll 

needs,	no	matter	how	complex,	connecting	you	with	

the	world’s	leading	experts	and	offering	a	forum	to	

network with other like-minded global professionals. 

Global	Payroll	Association	welcomes	international	

payroll,	HR	and	financial	professionals	of	all	levels.

globalpayrollassociation.com

Atlas powers the idea that companies can employ 

whoever they want, wherever they are in the world. 

As the pioneer of the Employer of Record (EOR) 

model,	we	deliver	the	flexibility	for	companies	

to globally expand, onboard talent, manage 

compliance	and	benefits	and	run	payroll.	As	the	

world's	first	and	only	100%	Direct	EOR,	we	remove	

the	need	for	third	parties,	and	help	companies	get	to	

market	82%	faster,	at	a	reduced	cost,	and	with	lower	

risk	through	local	support	in	over	160	countries.

Our	HR	technology	underpins	international	growth,	

delivering the power of enterprise-grade core HR 

with	payroll,	reporting	and	people	data	capabilities	

all	in	one	platform.	Unlike	solutions	that	use	third-

party	products,	the	Atlas	platform	is	uniquely	

designed	to	deliver	end-to-end	EOR	solutions	and	

improved user experiences – from onboarding to 

paying to managing compliance – and enables 

self-service	capabilities	along	with	real-time	

insights and improved business outcomes. 

  Learn more at atlasHXM.com

https://globalpayrollassociation.com/
http://www.atlashxm.com
https://www.linkedin.com/company/global-payroll-association-gpa-/
https://twitter.com/GlobalPayAssoc
https://www.linkedin.com/company/atlashxm
https://twitter.com/Atlas_HXM
https://www.instagram.com/atlashxm/
https://www.youtube.com/channel/UCb35HAeAKSo-yk7olbG6lyQ
https://www.facebook.com/AtlasHXM

