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Executive summary
As small and medium-sized enterprises (SMEs) grow in
size and scale, the complexity of their payroll process
changes. When it comes to international expansion,
organising payroll can become even more challenging
due to the vastly different compliance requirements
within each market, as well as the individual cultural and
legal nuances.

The Asia Pacific region is vast and varied; it is home
to two-thirds of the world’s population, with a myriad
of currencies, languages, and cultural norms, and
a heterogeneous mix of developed and emerging
economies. As a decade of rapid growth continues
and more free trade agreements are signed, many
companies consider an expansion in this region key to
growth in the years ahead. However, this will demand
a high level of expertise and local knowledge of the
changing regulatory environment.

In a function such as payroll, which relies heavily on
process, it’s easy to forget about the importance of
observing cultural sensitivity and the related complexities
such as expatriate work permits, employee rights and
benefits and compliance changes. But in order to have
a successful global impact, it’s important for cultural
sensitivities to be not just observed but fully embraced.

This Briefing Paper looks at some of the
major trends and challenges that SMEs
in Asia Pacific can face when managing
payroll, advising on best-practices for
those companies seeking to partner
with a third party supplier in order to
manage this function.
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Rapid growth
For the past ten years, Asia Pacific has sustained its
economic position as the fastest growing region of
the world, boasting two of the three largest world
economies (China and Japan). Individual wealth in the
region has also climbed to new heights.

Free trade agreements
The ASEAN (Association of South-East Asian Nations)
member nations of Brunei, Cambodia, Indonesia, Lao,
Malaysia, Myanmar, Philippines, Singapore, Thailand
and Vietnam will see the establishment of the ASEAN
Economic Community by the end of 2015; a single market
and production base, allowing the free flow of goods,
services, investment, capital and skilled labour.
The Regional Comprehensive Economic Partnership (RCEP)
or the ‘ASEAN+6’ will further strengthen ties, opening
up free trade between ASEAN nations and its six FTA
partners, Australia, China, India, Japan, South Korea and
New Zealand. RCEP will represent 30% of global GDP, and
48% of the world’s population.

On 5 October 2015, the Trans-Pacific Partnership (TPP)
agreement was successfully signed. Though yet to be
ratified in the US Congress and by other TPP country
lawmakers, the agreement lays out rules to extend
free trade to other countries in the Pacific Rim. The
participating countries account for 40% of world trade and
include seven Asia Pacific countries, plus the US, Canada,
Mexico, Peru and Chile. Further Asian countries have
announced interest in participating but notably this does
not include China.
While all these factors indicate sustained prosperity in
the region and fertile ground for business development,
companies should be prepared to face complex
challenges when expanding into Asia Pacific.

According to the Asia Pacific Wealth
Report 2015, APAC is now home to the
largest population of High Net Worth
Individuals (HNWI) and wealth increased
by 11.4% in 2014, more than any
other region globally. As a decade of
rapid growth continues, more free
trade agreements are being signed and
expanded to open up new markets and
opportunities in the region.

5

Expatriates in Asia Pacific
As the economy continues to grow in the region,
opportunity for expatriates is also on the rise and
companies are competing for an increasingly scarce talent
pool; leadership skills are in particularly high demand,
with 81% of organisations surveyed saying that they are
challenged to retain talented leaders (Talent strategies
and Trends, Deloitte).

According to the HSBC Expat Survey 2015, Singapore
and Hong Kong are the top two destinations for ASEAN
expats. In the overall world ranking, Singapore takes the
crown as it emerges as the best place overall for expats
to enjoy an excellent quality of life, financial wellbeing
and improved career prospects.

Thailand

Work permit issues

To secure a work permit for a foreign staff member,
a company will need to provide documents such as
company certificate, financial statement, VAT application
and employment agreement for the work permit
application. The process takes seven business days and
the application is processed in the Ministry of Labour
office. Once the work permit is granted, the foreign
staff member must carry it at all times and can only
perform the job stated in the work permit and for the
specific employer.

While recruiting staff across borders is common,
employers may find their time spending on managing
payroll is increasing due to the high cost, also various
compensation packages for hiring expatriates in every
jurisdiction. Here, let’s look at the work visa process and
requirements in some of the Asia Pacific countries.

Foreigners are not permitted to work in Thailand on any
type of visa, unless they are granted a work permit.
Those who intend to work in the country will need an
initial visa (non-immigrant visa), which must be obtained
before entering Thailand.
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China

Singapore

Since China’s introduction of a new set of rules governing
the entry and exit of foreigners, titled the “Administrative
Regulations of the People’s Republic of China on the Entry
and Exit of Foreigners”, it has become more difficult for
those who intend to work and do business in China.

All foreigners who intend to work in Singapore must have
a valid pass or work visa before they start working. When
recruiting foreign staff, companies should know that the
employee’s monthly salary determines whether the staff
needs to apply for an Employment Pass or a Work Permit.

Effective 1 September 2013, foreigners who go to China
for business and trade purposes require the M visa, while
the F visa (previously known as the business visa) is
limited to non-commercial purposes only, such as cultural
exchanges, visits, study tours and inspections. To apply
for an M visa, foreign business visitors need to submit
an invitation letter provided by the commercial or trade
partner in China.

The Employment Pass allows foreign professionals,
managers and executives to work in Singapore with
salary more than S$3,300 a month and acceptable
qualifications, whereas an S Pass is for mid-level skilled
staff who earn at least S$2,200 a month and meet the
assessment criteria.

For foreigners who intend to be employed in China, the
Z visa is no longer the only type of visa that allows them
to work in the country. Instead, they may need to be
employed through a new type of visa – the R visa – which
aims to attract global talents and applies to senior-level
foreign professionals whose skills are urgently needed
in China. Applicants for the R visa need to satisfy the
requirements stipulated by the relevant competent
authorities and must provide relevant documentation.
Under the new regulations, the processing period for
residence permit for work applications has been extended
to 15 calendar days and foreigners may be required
to attend interviews. Companies in China with foreign
employees are advised to apply for visas early on behalf
of their employees, as additional processing time and
strict requirements may affect their recruiting flexibility.
Vietnam
In most cases, a work permit is required for foreigners
who intend to work in Vietnam for more than three
months. There are situations that exempt the foreigners
from needing a work permit, but a notice must be
submitted seven days in advance to the provincial
Department of Labour prior to working in Vietnam. Work
permits for foreigners are valid for a maximum of three
years and those who work without a permit may be
penalized or deported back to their home countries if
they are unable to meet work permit requirements.
When hiring foreign staff in Vietnam, companies are
required to demonstrate it’s necessary to recruit foreign
employees by advertising for the position to Vietnamese
job seekers in a Vietnamese newspaper or online
portal 30 days prior to recruiting the foreign employee.
Evidence of this announcement must be presented in the
application for a work permit for the foreign employee.

Malaysia
Malaysia has a flexible visa policy that allows a majority
of countries to enter without a visa for business trips that
do not last longer than 90 days. However, work permits
are required for foreigners who intend to work within
eligible work sectors including manufacturing, plantation,
agriculture, construction and services.
Work permits are allowed for key posts in companies
approved by the Malaysian Investment Development
Authority and the application takes about three months.
For branch offices, work permits are only allowed when
it is proved that local staff are not able to perform the
expatriates’ work.
Australia
In Australia, companies can sponsor and employ skilled
workers from overseas with an employer sponsored
visa or a General Skilled Migration (GSM) visa, as long
as the workers have recognised qualifications and skills
or experience in a particular occupation required in
Australia. Temporary work visas take around three to four
months. In most cases, sponsorship by employer requires
significant documentation and security requirements.
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Employee rights and benefits
Managing payroll in Asia Pacific can be made more
complex by the differing employee entitlements within
each market. Important areas include the widely differing
approach to annual leave as well as the changes to social
security savings plans.

Benefits are an important part of the overall employee
value proposition. Surveys have shown that annual leave
and medical care are most popular, followed by risk
benefits like accident insurance and life insurance.
The cost of employee benefits in Asia is rising. In a
Towers-Watson survey of 1,145 organisations across 20
countries in Asia Pacific, more than 41% of companies
reported that benefits already represented more than
20% of their overall payroll costs.

Often the high cost of employee benefits is not matched
with employer confidence that the benefit is of value
to the employee. Gathering insight on the benefits that
are important to your employees is key to refining and
customising the offer. Sometimes employees simply
aren’t aware of the full range of benefits provided;
communicating regularly is also vital to realising the full
value of this high cost investment.
Offering employees choice is one way of optimising
value from a suite of benefits, while maintaining a
relatively similar investment. Allowing employees to
choose can, however, introduce extra complexity to the
management of both costs and logistics around the
provision of these benefits.

Employee benefits are offered through
a variety of systems and vendors, and
some companies lose their grip on the
combined costs of their benefits offer.
In the same Towers-Watson survey,
22% of employers didn’t know how
much they spent on their full range of
benefits.
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Holidays and leave entitlements
The Asia Pacific region benefits from more public holidays
than any other region of the world, with India topping the
list at 21 days a year. The Philippines has 18, with China
and Hong Kong just behind with 17 days annually.

Working hours and payments for holidays, sickness and
maternity leave vary across the region as illustrated in the
table below.

Country Name

Working hours
per week

Paid Annual Leave

Paid Sick leave

Statutory maternity leave

India

48

15-21 days (varies
across states)

Max 15 days

Max. 12 weeks

China

44

5-15 days*

Work related sickness
– 12 months. Non work
related 3-24 months

98 days

Philippines

40

5 days after 1 year
of service

Depends on company
policy

60 and 78 days for normal and
caesarean delivery respectively

Malaysia

48

8-16 days*

14-60 days*

Min. 60 days with full pay

Vietnam

48

14-16 days*

Max 12 months on 75%
pay (paid by social
insurance)

6 months

Indonesia

40

12

Max 30 days

1.5 months before delivery and
1.5 months after delivery

Korea, Rep.

40

15-25 days*

Depends on company
policy

90 days

Singapore

44

7-14 days*

60 days full pay,
including 14 for nonhospitalisation

4 weeks before delivery and
12 weeks after

Hong Kong

-

7-14 days*

Max 120 days with 80%
pay

10 weeks with 80% pay

Australia

38

20

10 days

18 weeks at the national
minimum wage, funded by
government

Thailand

48

6 days after 1 year
of service

30 days with full pay

90 days with full pay

Japan

40

10-20 days*

-

6 weeks before delivery, 8 weeks
after

New Zealand

-

4 weeks

5 days per year after
6 months service,
additional 5 days after
each subsequent
12 months

16 weeks at the national
minimum wage, funded by
government

*the number of days paid depends on the number of years of service accrued
Source: A comparative table on employee benefits in the Asia Pacific Region, 2015
New Zealand at Work: http://employment.govt.nz/er/
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Changes to employees’ social benefits
In Singapore, the government has made changes to
the country’s Central Provident Fund (CPF) system to
keep pace with its economic growth. The changes are
in preparation for the upcoming challenges from an
aging population and employees’ higher expectations on
retirement needs.
According to CPF Board, the changes with effect from
1 January 2016 will include raising the CPF salary ceiling
and the contribution rates for older workers.
There are also two noteworthy recent changes to
employee social benefits in Hong Kong. From 27 February
2015, male employees in Hong Kong have been entitled
to three days’ paternity leave at 80% of their average
daily wages under the new Part IIIA of the Hong Kong
Employment Ordinance.

And regarding social security saving plans, the maximum
monthly contribution of Mandatory Provident Fund (MPF)
for employees was adjusted from HK$1,250 to HK$1,500
per month on 1 June 2014. The maximum level of monthly
relevant income for MPF contributions increased from
HKD$25,000 to HKD$30,000.

10

Payroll systems
A number of payroll systems are used across Asia Pacific
with varying degrees of sophistication. Employee selfservice is common, with 46% of companies already using
it and a further 24% planning to implement by the end of
the year.

The flexibility of cloud software is being adopted more
readily, with a high value placed on solutions that
streamline payroll and finance functions. As competition
for this software has risen, local cloud based solutions
have emerged which deliver similar functionality at a
lower cost. These solutions may deliver the benefit of
complete country localization, but to meet the demands
of the fast changing operating environment they must
also be quick to deploy, with a quality end-user interface.

Companies often strive for standardisation in order to
drive efficiency but this becomes increasingly challenging
in a global context where legislation and policies are
constantly in flux.

Regulatory changes
Growing business in a new territory, even if that growth
is small and incremental, means you are immediately
faced with the challenges of tax compliance and the
prospect of managing multiple systems across different
regions. The number of APAC leaders who say they are
managing multiple systems is 50% higher than the
global average.
No software, no matter how technologically superior,
can navigate the complex local tax system on your
behalf, or align with your payroll functions globally.
Here, we round up the following regulatory changes that
companies should be aware of when managing payroll
in the region. These changes will be effect from the
beginning of 2016.
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Japan

Singapore

In Japan, the My Number law will take effect from
1 January 2016. Passed in 2013, the My Number system
is a resident record system similar to the social security
number in the US and Korea. However, unlike the
systems in the US and Korea, My Number has much
broader linkage beyond tax and social security systems. It
contains important personal information such as taxation,
medical, bank accounts and disaster relief benefits held
by the governments.

From 1 April 2016, employers in Singapore will be
required to issue written Key Employment Terms (KETs)
and itemised payslips to their employees under the
Singapore Employment Act (EA) which was amended on
17 August 2015.

According to the My Number law, all companies in Japan
are required to collect and manage their employees’
identification numbers with the highest level of security
system. It will also become necessary for companies to
adjust their management of handling their employee
data. Those who leak the identity numbers and data will
face punishment, including up to four years imprisonment
or a ¥2 million fine.

According to the EA, employers will have to provide
itemised payslips for all their employees at least once
a month with the salary payment, or within three days
of the salary payment at the latest. The KETs must be
issued to employees who are hired after 1 April 2016
and who will be employed for a continuous period of 14
days or more. Employers must also maintain detailed
employment records of their current employees as
well as employees who have left employment after 1
April 2016. Failure to comply with the requirements on
itemised payslips, written KETs and employment records
will result in administrative penalties.
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Conclusion
Managing payroll and HR administration processes
is indisputably complex in Asia Pacific due to the
constant regulatory changes that are meant to
keep pace with the region’s economic growth. From
employee work permit requirements to social security
benefits, many SMEs may find it time-consuming or
lack the experience to keep up with the changes.
Organisations looking to expand into the region
need to ensure that they are familiar with the latest
regulatory changes and legislative differences in order
to avoid penalties for non-compliance.

As no two markets are alike, it is important for
organisations to observe cultural sensitivity and the
related complexities in the APAC region. Outsourcing,
software, and local country expertise can go a long
way towards enabling compliance with record-keeping
and reporting mandates.
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Benefits of managed services
The complexity of managing HR administration and payroll
across the diverse Asia Pacific region has led to a rise in
the managed services of the payroll function; companies
seek instant access to payroll suppliers with the expertise
and experience of running payroll across country borders.
Managing routine operational functions such as payroll
through a local partner allow companies to put their
energy into the more strategic challenges of talent
development, recruitment and retention.

Every year brings new legislation and compliance
requirements; pension and insurance reforms are
underway in China, Indonesia and Vietnam, whilst FATCA
rules have increased reporting for companies in Asia
who employ US citizens. Increasingly, tax compliance
for companies with presence in more than one country
demands a global awareness of tax laws and vigilance
over an ever-changing landscape of:
 Employee Rights and Benefits – annual leave, paid
public holidays
 Taxes due for a variety of employee payments
including salary, overtime, allowances, bonuses, gifts
and severance pay
 Sliding scales of income taxes for expatriates, which
could vary depending on the source of income and the
number of days that they have been resident in the
country
 Double tax agreements
 Social Security and Benefits contributions such as
pension, medical insurance, unemployment insurance,
maternity insurance, occupational injury insurance
(these not only vary from country to country, but
sometimes from one city to another, based on the
average salary for the city - for instance in China)
 Taxes on foreign workers, designed to encourage the
employment of local talent
 Taxes for skills development (for instance in
Singapore)
 Reporting frequency and requirements.

The learning curve would be steep
for any company seeking to run their
own payroll. That’s why many prefer to
let the burden of compliance rest on
the shoulders of a vendor with a local
presence and global expertise.
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How TMF Group can help
With our own specialists based in-country in more than 80
countries around the world, TMF Group understands that
every business is different so we adapt our service to give
you what you need, when you need it, where you need it.
We are a partner that can grow with you: right from the
point of entry to a market, setting up and incorporating
your legal entity, ensuring ongoing local compliance, and
supporting the complete employee lifecycle.

We have HR administration and payroll specialists on
the ground around the world, and they really understand
the nuances of your local market, local currency and
local dialect.

We have HR administration and payroll
specialists on the ground around the
world, and they really understand the
nuances of your local market, local
currency and local dialect.

Why choose TMF Group?
 Experts in low volume payroll populations
— that is, from 1 to 3,000 employees per
country
 More than 1000 of our own payroll experts in
80+ countries
 Over 5,500 payroll clients
 More than €5bn in salary payments handled
annually
 Flexibility to invoice in local currency
 Holds ISO27001 (information security
standard) and SOC1-ISA3402 for HR and
payroll services
 Robust risk management and business
continuity measures, including know your
client and anti-money laundering processes
and services
 Full compliance with local rules and
regulations.
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read here? Contact your local
TMF Group office; details found
at www.tmf-group.com
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