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In a recent Lighthouse Research study backed by Papaya Global, we explored some of the key aspects of global
human resources practices, such as compliance, payroll, and scalability. The April 2017 pulse survey reached
more than 125 employers that are either currently using or planning to hire workers outside the headquarters
country. The research uncovered some actionable findings that can help HR, talent, and business leaders at
firms with international operations to improve performance and mitigate risk.

Key Findings

e Seven in ten employers are not fully confident in their knowledge of foreign compliance and employment
requirements, creating risk and potential hurdles to success.

¢ The direction of expansion is driven primarily by the need to have a footprint in key target markets,
opening the door for HR to drive business impact.

e 40% of employers are spending more than four hours per month, per employee, to onboard, pay, and
communicate with global workers. This has the potential to hamper efficiency and performance.

© 2017 Papaya Global.
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Compliance Risk Mitigation [

Strategies are Required

Compliance has always been a hot button for HR leaders. As the organizational function is

saddled with making sure the company stays out of legal trouble, there is incredible pressure

to stay on top of issues and maintain operations without impacting business performance. Yet, the research
shows us that for many companies, issues with compliance are not a matter of “if,” they are a matter of “when.”

In the study, just 33% of global employers said they are aware of no gaps in general knowledge of foreign
HR/labor compliance requirements, the foundation required to operate in international markets. That leaves
nearly seven in ten employers that have knowledge gaps, whether small or large, that contribute to greater
risk. One of those risks is basic payroll. According to one report from PwC, one of the biggest obstacles to
ensuring compliance with payroll requirements is determining taxes on a country-by-country basis. That same
study pointed out that payroll errors cost the average company on the FTSE 100 Index between $12M and
$38M per year.

In addition, the biggest headaches come from local employment laws, which can be difficult to navigate for
those unfamiliar with local customs and requirements.

Figure 1 - Global Operational Challenges

LOCAL LACK OF CULTURAL LANGUAGE
EMPLOYMENT REPORTING DIFFERENCES BARRIERS
LAWS OR INSIGHT INTO
OPERATIONS

Source: 2017 Lighthouse Research Global HR Practices Pulse Survey (n=128)

1 http:/pwc.blogs.com/press_room/2015/11/payroll-mistakes-cost-ftse100-businesses-10m-30m-per-year-each-.html
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We can see that despite nearly a third of employers saying they have a handle on compliance -
requirements, local employment laws are still a challenge for nearly half of international

employers. This includes employee terminations as well. Termination is a legal hotspot for employers that can

often bring painful consequences, and just three in ten employers have high confidence in their termination

process as a legally compliant practice.

The clear answer here is a need for a risk mitigation and management strategy. HR and business leaders need
to work together to identify where risks and gaps occur and how they might be best resolved. For instance, if
the termination process presents significant risk, then hiring a local PEO to manage employees may offer a
significant reduction in associated risk. PEOs, or professional employer organizations, allow global employers
to outsource the transactional processes around hiring and managing workers while still retaining day-to-day
control over their activities.

One way to begin this analysis is with a premortem. Described in a Harvard Business Review article on project
management, a premortem is a valuable tool for identifying performance gaps.

A premortem is the hypothetical opposite of a postmortem. A postmortem in a medical
setting allows health professionals and the family to learn what caused a patient’s death.
Everyone benefits except, of course, the patient. A premortem in a business setting comes at
the beginning of a project rather than the end, so that the project can be improved rather
than autopsied. Unlike a typical critiquing session, in which project team members are asked
what might go wrong, the premortem operates on the assumption that the “patient” has died,
and so asks what did go wrong. The team members’ task is to generate plausible reasons for
the project’s failure.

Completing a premortem gives the HR team an opportunity to find any opportunities for improvement so
weaknesses can be shored up before they cause issues with the business.

For many organizational leaders, compliance simply isn't an exciting topic. However, when something does go
wrong, it's comforting to know that a blend of internal knowledge and external expertise is there as a cushion
to prevent unforeseen problems and issues from crippling key business processes and outcomes.

2 h https:/hbr.org/2007/09/performing-a-project-premortem

© 2017 Papaya Global.
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Customers are a Key Growth Driver L

HR leaders must understand and support the needs of the business. While this seems like _

common sense, the concept has only recently taken root in human resources competency -
models, such as that released by the Society for Human Resources Management. One of the

key elements of a great HR leader is business acumen. In order to grow and expand the business on an

international level, HR leaders must understand the organization’s goals, products or services, and its

customers, because customers are the biggest driver of where firms expand.

Figure 2 - The Primary Purpose of a Global Workforce

WE'RE GROWING WE'RE TRYING TO WE'RE NOT ABLETO | WE NEED A GLOBAL

QUICKLY AND DIVERSIFY AND FIND AFFORDABLE, FOOTPRINT
NEED MORE EXPAND OUR QUALIFIED TO BE CLOSERTO
TALENT TO SCALE TALENT BASE LOCAL TALENT OUR TARGET MARKET

Source: 2017 Lighthouse Research Global HR Practices Pulse Survey (n=128)

Overwhelmingly, the biggest reason people use global workers is to create a global footprint closer to target
markets. While each of the other reasons is relatively important, they fail to reach the level of connecting with
and serving customers as a priority. Additionally, while talent has inherent value for the business, it is seen as
having the most impact when it enables presence in key global markets.

3 https:/www.shrm.org/certification/Documents/SHRM-BoCK-FINAL.pdf
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Figure 3 - The Value of a Global Workforce _

THEY ENABLE US TO THEY HELP US THEY ENABLE US TO THEY ARE A COST-
BE PRESENT IN MEET CUSTOMER DELIVER EVEN EFFECTIVE WAY
CRITICAL GLOBAL DEMANDS GREATER VALUE TO SUPPORT
MARKETS TO OUR CUSTOMERS LABOR NEEDS

Source: 2017 Lighthouse Research Global HR Practices Pulse Survey (n=128)

The lesson here is that HR needs to have as much customer insight and connectivity as possible. Historically
HR has been distanced from customers and their needs. In fact, it's common to perceive HR as serving only
internal customers. However, research has shown that human resources practices can not only impact common
measures like satisfaction and retention, but also more concrete business metrics like revenue and customer
satisfaction. Our new research reinforces this fact, pointing to a global talent presence as a critical link to
customers.

Greater Efficiency Enables Scalability

Scalability is a key focal point for firms looking to expand globally. Without the proper infrastructure, scaling to
meet customer needs is virtually impossible. In other words, imagine trying to manage a workforce twice as
large with the existing processes, suppliers, and resources: this would restrict growth and success for virtually
any company.

Efficiency is one of the best ways to lay a foundation for scaling the business. Nearly half of companies in the
study said that efficiency was a challenging aspect of leveraging a global workforce, saying that they have
people spending time on onboarding, managing, and paying global workers when they could be doing other

4 https:/www.haygroup.com/downloads/ca/hay_group_employee_engagement_are_you_missing_something.pdf
5 http:/www.aon.com/attachments/human-capital-consulting/2015-Trends-in-Global-Employee-Engagement-Report.pdf
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high-value tasks. The data bears this out: 40% of companies are spending more than four hours _
a month, per employee, to manage, communicate, and onboard global workers. This is
Consider this example of a company with 500 employees. If the firm has 10% of its staff -

working outside the home country as global employees, it would require at least 200 hours to manage those
workers each month (50 workers multiplied by a minimum of four hours each). That'’s the equivalent of one
full-time staff member solely dedicated to managing those 50 employees.

In addition, there’s low confidence for many companies in their current payroll solution. More than 70% of
employers say there are gaps or confidence issues in their existing global payroll solution. It goes without
saying, but paying workers is not optional. A payroll solution that can’t grow with your business is a liability to
the business. This may be due in part to the percentage of firms attempting to manage the complexities of the
global workforce by solely relying on in-house resources.

Figure 4 - Resourcing and Outsourcing Practices

38% 8%

WE'RE MANAGING WE HAVE 1-3 WE HAVE 4 OR MORE
EVERYTHING SERVICE PROVIDERS | SERVICE PROVIDERS
IN-HOUSE HELPING US HELPING US

Source: 2017 Lighthouse Research Global HR Practices Pulse Survey (n=128)

While some large firms may have the necessary resources and expertise to manage this process internally, the
complex requirements of payroll, compliance, employee relations, and other relevant factors make this an
incredible risk for smaller firms.

When a small business has these errors processing their own payroll, the time to correct the issue takes away
from running their company. — Carl Peterson, Vice President, the American Institute of CPAs

While companies need external help to make the leap, the truth is that attempting to grow and bring on
service providers, partners, and other firms can breed its own challenges. More than half of survey
respondents said that transparency is a challenge in managing their global workforce because they do not have
good insights into vendor and partner performance. Additionally, a lack of reporting and insight into local
operations was identified as a key issue for one-third of companies in the study, falling only behind local
employment laws as a challenge of international business operations.

¢ https:/www.americanexpress.com/us/small-business/openforum/articles/payroll-mistakes-small-business-owners-make-can-cost/
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Opportunities Abound in Global Markets L

Despite the complexities, there has never been a better time to explore global expansion. In
years past, it would have been incredibly challenging for smaller employers and those -
without country-specific expertise to grow outside their own borders. Increasing

globalization, talent shortages in key locations, and an increase in technology solutions all contribute to the

opportunity for employers to seek out new markets to compete in.

With new suppliers, legislation, and talent coming into the market every day, this can contribute to a more
complex landscape. Thankfully, new technology solutions are enabling businesses to effectively manage the
tangled web of compliance needs and vendor partners. Companies like Papaya Global are enabling employers
to focus on running the business, prioritizing high-value tasks through the use of technology to scale and
manage a network of talent across the globe.

In addition, the key concepts explored in this report can help HR leaders to become even greater contributors
to the business and the bottom line, ultimately enhancing credibility and driving value for executives,
customers, and employees.

Key Takeaways

e Companies should create a risk mitigation strategy to help ensure that any compliance-related
competency or knowledge gaps are covered, relying on external subject matter experts when possible to
ensure quality. Additionally, finding good PEO partners can offload risk while allowing the employer to
maintain connectivity with and direction of the workers themselves.

¢ HR and talent leaders must become more familiar with the customer landscape. Understanding how staff
can best serve customers will help to align HR practices with business objectives. This practice connects
key activities like recruiting, training, and employee relations to the underlying business needs, creating
value and results.

e Employers must examine the new technology solutions in the market to ascertain the value they can bring
to this global growth. Finding the right technology partner can make or break an employer’s long-term
success in the global marketplace, and it's too complex to navigate alone.

e Although global workers account for only 40% of the typical company’s workforce, the unique complexities
of these workers require expert guidance, defined workflows, and standardized practices. Companies
need to make sure they are in touch with the needs of their global workforce and have experts to manage
this with a mix of global perspective and local compliance considerations.

© 2017 Papaya Global.
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About Us

Lighthouse Research & Advisory is a modern analyst firm dedicated to setting the standard for excellence in
talent, learning, and HR. By providing compelling research and actionable insights for business leaders, our
team’s mission is to navigate the rapidly changing field of human capital management to support today’s talent
and learning functions. From establishing frameworks and defining competitive practices to illuminating the
ROI of the employee experience, our goal is to chart a new course for talent.

Ben Eubanks is the Principal Analyst at Lighthouse, providing insights for today’s talent leaders and vendor
partners. Prior to joining Lighthouse, Ben worked as a research analyst for Brandon Hall Group, focusing on
learning, talent acquisition, and talent management. During his tenure, he published more than 100 pieces of
research and provided advisory services to executives from some of the largest and most respected
organizations in the world.

He also has hands-on experience working as an HR executive, leading both strategic and tactical talent
practices. Ben is the host of We're Only Human, a podcast focused on the intersection of people, technology,
and the workplace. In addition, he runs upstartHR.com, a website serving HR leaders that has reached more
than 750,000 readers since its inception.

© 2017 Papaya Global.
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Papaya Global transforms traditional services into automated

technology with the belief that managing people with outdated
tools is time consuming and prone to many mistakes. We provide
the most simplified user experience by supplying smarter tools
to deal with global challenges concerning growth, expansion, and

workforce management.

While the world of employment solutions offers high non-
transparent set-up fees, and long processes, Papaya Global
focuses on efficiency at the best cost. We do this by eliminating
the need for global MSP’s and aggregators with our cloud
platform, allowing us to provide a fully transparent and painless

experience for global employers.

Papaya offers access to our network consisting of more than
1000 suppliers of different services across 70 countries, as
well as our unique CountryPedia accessible to all for the most

updated and relevant labor data available covering all countries
across the globe, helping you comply with local legislation
everywhere.

For more information, please visit www.papayaglobal.com
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“Papaya let us sleep at night thanks to
its comprehensive solution- the most
complex global employment processes
have all turned into one unified
project, simply managed with their
platform.”
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