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Dispelling the Myth: Outsourcing the
operations of a GEC is expensive

When considering the management of their Global Employment
Company (GEC), many organizations are faced with the
decision of whether to maintain their operations in-house or
outsource them to a third-party provider. A common myth that
continues to influence this decision is that outsourcing is more
expensive than managing operations internally. However, this
assumption offen overlooks the hidden and ongoing costs of
running a GEC with in-house resources, as well as the many
potential benefits that outsourcing can offer in terms of return
on investment (ROI), scalability, and business continuity.

This article will dispel the misconception that outsourcing GEC
operations is cost-prohibitive by highlighting the true cost
structure of in-house GEC management and comparing it with
the value that outsourced solutions can bring.

The Hidden Costs of In-House GEC Management

It is easy to underestimate the total cost of managing a GEC with
in-house resources. At first glance, keeping operations internal
may seem more cost-effective since there is no need to pay a
third-party provider. However, this view does not account for the
numerous hidden expenses that accumulate over time. Some
of the areas that are often overlooked or underestimated are:

Specialist Resources and Compensation: Operating a GEC in-
house requires hiring, in the GEC location, specialist personnel
who possess the knowledge and skills necessary to manage
expatriate assignments, compliance, and fax matters. These
professionals often demand high salaries, and the cost of
benefits and overhead must also be factored in.
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Technology and Infrastructure: GEC operations require robust systems for
managing payroll, compliance, and employee data. Investing in this fechnology
infrastructure—along with the necessary upgrades, licenses, and maintenance—
can be extremely costly for in-house teams. Furthermore, keeping systems
up to date with changing regulatory requirements adds additional layers of
complexity and expense.

Management and Supervision In-house teams require ongoing management,
including supervision, performance evaluations, and administrative support. The
tfime and resources spent managing these internal resources, as well as dealing
with issues like absenteeism, turnover, and knowledge loss when key personnel
leave, all contribute to the high cost of maintaining an internal GEC team.

These costs are often spread out across various departments and budgets,
making it difficult for organizations to see the full financial picture. When
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these factors are taken into account, the total expense of
managing a GEC in-house can be significantly higher than
many organizations initially realize.

The ROI Challenge

Accurately measuring the total cost of in-house operations
is only half of the challenge. Another critical area where
in-house GEC management often falls short is in measuring
return on investment. Many organizations struggle to track
the true performance and efficiency of their in-house
teams. Often, these teams are not held accountable to
the same key performance indicators (KPIs) or service level
agreements (SLAs) that a third-party provider would be.
Without clear metrics, it becomes difficult to assess whether
the organization is getting a good return on the significant
investment it is making in its in-house GEC operations. In
conftrast, outsourcing partners are contractually obligated
to meet specific performance benchmarks, ensuring a
consistent level of service and allowing organizations to
measure ROl more accurately.

The Business Case for Outsourcing GEC Operations

In general, outsourcing GEC operations delivers some
advantages that are often difficult to achieve working
exclusively with in-house teams, for example:

e Predictable and Transparent Costs: When working with
a third-party provider, the fees are usually pre-defined
and agreed upon in advance. This makes it easier to
budget for GEC operations and avoids the unexpected
costs associated with managing in-house resources,
technology, and infrastructure. Additionally, there are no
hidden costs, as the provider’s fee structure is typically
transparent and fixed.
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e Contractually guaranteed Performance: Third-party providers are held 1o
strict performance standards, as outlined in their Service Agreement and
KPls. This ensures that the organization receives a consistent level of service
and can measure ROl with greater accuracy. Outsourced providers are also
incentivized to maintain high levels of performance since failure fo meet their
contractual obligations could result in penalfies or the loss of their contfract.

e Scalability: The flexibility of outsourcing also allows organizations
to scale their GEC operatfions up or down as needed without the
lengthy process of hiring or retraining in-house staff. This is particularly
advantageous for organizations with fluctuating expatriate populations,
as an outsourced provider can quickly adjust resources to meet
demand. In contrast, in-house feams often struggle with scaling, which
can lead tfo inefficiencies and increased costs during fimes of change.

o \Variable costs instead of fixed costs: If the organization experiences a
reduction in the numiber of assignees (for example as a result of losing
a large project, or as seen during the recent pandemic crisis), most of
the costs associated with having an in-hose feam, including staffing,
technology, office space, and other overheads, remain fixed. By
contrast, in an outsourced arrangement these fixed costs are replaced
by variable costs (for example a unit fee per assignee), which means
that the cost of managing assignees is reduced during difficult fimes.

e Business Continuity: Outsourcing providers have systems in place to ensure
business continuity, even in the face of unexpected challenges such as staff
resignations or long-term absences. By sharing institutional knowledge and
maintaining a feam of specialists, third-party providers can ensure that there
is no disruption to service. In contrast, in-house feams are often vulnerable
to the loss of key personnel, which can lead o service disruptions and lost
institutional knowledge.

In summary, the myth that outsourcing GEC operations is expensive is largely
unfounded. While the upfront costs of outsourcing may seem higher aft first glance,
when the hidden costs of in-house GEC management are fully accounted for,
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outsourcing proves to be a predictable, scalable, and cost- the GEC, or focusing on more value-added tasks, rather than transactional
effective solution that is certainly worth considering, subject processes.
to a rigorous Business Case.

When all factors are considered, outsourcing may turn out to be a financially

It is often the case that these decisions are often also sound decision, as well as a strategic move that allows organizations to focus
influenced by emotional and psychological factors, on their core operations while leaving the complexities of GEC management
for example concerns about the potential impact that in the hands of experts.

outsourcing may have on the jobs and/or career prospects
of some of the in-house team members, or a fear of losing
control over the GEC’s operations. In redlity, the transition
to a GEC has helped many Global Mobility professionals to
enhance their career, by moving to high-visibility roles within
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