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Dispelling the Myth: GECs are
very expensive

Global Employment Companies (GECs) are often assumed
to be expensive, deterring many organizations from exploring
their potential benefits. However, this nofion is increasingly being
challenged as more companies recognize the tangible cost
savings and efficiency gains that GECs can offer, compared
to fraditional ways of managing global mobility. In this respect,
it is important to remember a couple of key points. Firstly, there
are many “hidden costs” associated with global mobility, which
are rarely quantified and monitored. These are usually related
to duplications, inefficiencies, risks, financial obligations, and
penalties. Identifying and managing these hidden costs can
potentially result in significant savings for the organization.
Secondly, it is worth remembering that cost is not always the
main factor driving the decision to establish a GEC, although it
is always an important consideration.

One of the primary benefits of establishing a GEC is more
streamlined, less fragmented and more centralized process,
wish less duplication in resources and infrastructure. Typically,
the

cenfralization also releases significant bandwidth and resources
in the home countries. This shift ultimately allows a more effective
utilization of HR resources and expertise, both in the GEC and in
the other HR teams, leading tfo improved overall performance
and productivity within the organization.

Centralization through a GEC also provides substantial efficiency
gains and economies of scale, translating into tangible cost
savings. By aggregating the assignee headcount into a GEC,
organizations can develop faster and more effective inferactions
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with service providers, and negotiate better rates and volume discounts, on the
basis of a bigger headcount.

As mentioned elsewhere in this newsletter, a GEC also delivers streamlined
compliance by centralizing the monitoring and management of these aspects,
thereby reducing the risk of non-compliance and associated penalfies. This
proactive approach to compliance not only safeguards the organization’s
reputation but also prevents financial losses due to legal disputes. Also, by
providing a single employing entity, a GEC can also simplify Transfer Pricing
and infernal rebilling processes, and enhance the visibility and mitigation of
Permanent Establishment risk.

Furthermore, depending on their location, GECs could also potentially optimize
social security costs by leveraging infernational agreements, enhancing financial
efficiency for both employers and employees.
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In summary, when GECs are designed, established and operated on the
basis of careful planning, they have the potential to unlock significant cost
efficiencies that cannot be achieved with alternative global mobility models.
The magnitude of these cost savings depends on many factors, but it is not
uncommon to find GECs that can deliver savings that can be measured in
millions or tens of millions of dollars yearly. Therefore, as more organizations
take a closer look af their hidden costs of managing mobility programs, the
myth that GECs are expensive is increasingly being debunked. In fact, in many
cases the opposite is true: it may be more expensive not to have a GEC. These
considerations are manifesting in a slow but steady increase in the number of
companies transitioning to a GEC model.

What difference could a GEC make?
Find out in less than a minute.

Discover what a GEC
could potentially do
for your Organizatio
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