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Insights

In focus: How a GEC can help you
manage costs

Managing an international workforce involves overcoming a
multitude of challenges. Balancing cost control with compliance,
operational efficiency, and service delivery to employees, are all
critical concerns that require careful consideration. Each GEC
should be designed to meet the specific needs and priorities
of the organization it serves. While cost control is often a critical
consideration, it is important to recognize that it may not always
be the top priority. In fact, a recent study by ITX revealed that, for
many organizations, factors such as compliance, governance,
and operational efficiencies often take precedence over cost
considerations. In some instances, the primary objective of
establishing a GEC is to improve service delivery to assignees and
the business, or to increase the consistency and confidentiality
of expatriate packages.

When cost management is the key driver, a GEC can be a
powerful fool in achieving this goal. The key lies in understanding
how to structure and utilize the GEC effectively to manage
and control costs, while simultaneously addressing other
organizational priorities.

The centralization inherent in a GEC provides full visibility of
the costs associated with international assignments, including
compensation, benefits, and third-party vendor expenses, as well
as the cost of exceptions. In addition, the cost associated with
the administration of the Global Mobility programs is also easier
to quantify, thanks to a more centralized model, as opposed to
an arrangement where the responsibilities for Global Mobility are
distributed across several stakeholders in multiple locations. This
clear visibility, plus the availability of accurate data in a single
location, offer opportunities for optimizing policies, processes,
and vendor services. With better data analysis, organizations can
make informed investment decisions based on concrete facts
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and figures. According to a survey conducted by ITX in 2023, 79% of responding
organizations confirmed that the GEC model helped them achieve, or partially
achieve, better visibility of global mobility costs.

The aggregation of headcount info a single legal entity through a GEC can
also facilitate volume discounts and better rates when negotiating insurance
premiums, third-party vendor fees, and other services. Vendors are often willing to
offer discounts or more competitive rates to secure a large and consistent client
base, especially if the organization uses a centralized model, which creates
efficiencies for the vendors too. Additionally, the centralized management
of vendor relationships through a GEC allows for better oversight and control
of third-party expenses, ensuring that services are delivered efficiently and
cost-effectively. This proactive approach to vendor management can help
organizations avoid unnecessary expenses and achieve better value for money.

Furthermore, by consolidating many administrative tasks within o GEC,
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organizations can streamline processes and reduce the fime
and resources required to manage their Mobility programs,
leading to the release of HR bandwidth and lower overhead
costs, including real estate, tfechnology licenses, and others,

Another factor driving efficiencies, and therefore cost
management, is the consistency in the execution of policies
and processes that comes from a centralized model. This can
significantly reduce the number of exceptions that need to be
managed, leading to fewer unplanned costs. Also, in project-
based industries, where deployment timelines are critical, the
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ability of a GEC to deploy staff quickly and efficiently without the need for
extensive adjustments or negotiations is particularly valuable. Delays in project
fimelines can directly translate into increased costs, and by minimizing these
risks, @ GEC helps organizations maintain better control over their budgets and
business plans.

Of course, taxation is also a significant consideration for organizations managing
a global workforce. Depending on the location, GECs may allow the leveraging
of advantageous Double Taxation Agreements, Social Security Totalization
Agreements, and favorable VAT rates, which can mitigate tax costs while
remaining fully compliant in all jurisdictions. Compliance with local labor laws,
immigration, social security and tax regulations is a critical aspect of managing
a global workforce. A GEC can help organizations reduce the risk of non-
compliance and the associated costs. In a survey conducted by ITX in 2023,
97% of responding organizations reported that the GEC model helped them
achieve, or partially, achieve, better governance and compliance.

Often, the GEC structure also allows easier monitoring and mitigation of PE
risks, although the extent of this exposure depends on a variety of factors. By
managing and minimizing PE exposure, organizations can avoid additional tax
liabilities and penalties, further contributing to cost savings.

In summary, when strategically planned, carefully designed, and expertly
operated, GECs have the potential to deliver many cost efficiencies and positive
return on investment. Nevertheless, it is always highly advisable to conduct a
detailed Feasibility Study to evaluate the benefits and ROl of a GEC, before
embarking on its implementation. It should be remembered that while cost
management is an important consideration, it is just one of many factors that
organizations must consider when establishing a GEC. In fact, organizations that
leverage the full potential of a GEC can not only control and manage costs but
also achieve greater efficiency, compliance, and employee satisfaction.

If you have GEC and wish to explore the potential advantages of alternative

locations, feel free to reach out to an ITX consultant for a free consultation.
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