
Does your 
tail wag 
your head?

Multi-country 
payroll strategy 
can be complex. 
Here’s what to 
look out for.



So what does that have  
to do with payroll?

In our world, payroll partners fall into three categories:

•	 Local	companies	that	only	deal	in	their	local	market

•	 Companies	that	have	a	large	integrated	network	of		
	 partners,	giving	them	global	reach

•	 Companies	that	have	their	own	wholly-owned		
	 offices	around	the	world,	giving	them	global	reach

Those providers in the second point are often referred to 
as “aggregators”, because they aggregate their service 
through a network. The lead company is most interested 
in those high populations of payroll where there is big 
money to be made; they then tend to outsource the 
smaller populations to local partners. But that brings in a 
whole host of issues.

Why does it matter if your  
partner is not wholly-owned?

All the in-depth analysis and graphs and reports 
in the world cannot predict that one constant that 
remains elusive: the human element. Any decision-
making process must take into consideration both the 
relationship you will have with your provider, but also 
the element of human error. Asking questions about the 
supply chain can help to ensure you are fully aware of 
any potential risks involved.

For example, in the aggregator model the risk of human 
error is exponential depending on how many different 
companies are in their network. Let’s say the lead 
company covers the UK, US, Argentina and Australia, 
and they outsource payroll for another 10 countries to 
a partner. But that partner doesn’t cover two of those 
countries themselves – for the sake of argument, we’ll 
say Ghana and Kazakhstan - so they outsource each to 
a local partner. That leaves a total of four companies 
running payroll under this agreement, and three levels 
of supply chain where the risk of human error becomes 
magnified. If there is an issue in Ghana, by the time that 
is communicated up the supply chain, all hell could have 
broken loose!

By contrast, if you’re working with a partner that has its 
own wholly-owned network of local offices, operating 
as one company and with clear communication lines, 
the risk of that Ghana issue blowing out of proportion is 
minimised. By speaking with their colleagues, the issue 
can be addressed – and hopefully before the end client’s 
employees even realise there’s been a risk to their payroll.

What do we mean  
by “heads” and “tails”  
in payroll?

There is a concept in business 
of “the long tail”. It speaks to 
a period in time when sales for 
less common products return a 
profit due to reduced marketing 
and distribution costs. The long 
tail also serves as a statistical 
property that states a larger share 
of population rests within the 
tail of a probability distribution, 
especially when it comes to 
buying patterns. 
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The nuances of small country populations

It’s those small country populations that can cause the 
most issues, and it’s also those small country populations 
that are most likely to be outsourced by aggregators 
interested in the big bucks.

While much of the focus in multi-country payroll projects 
tends to fall on countries with the largest employee 
populations, managing small country populations can be 
an equally daunting prospect. Companies face a range 
of challenges in paying small numbers of employees 
across multiple countries, from managing their vendors 
to gaining visibility into controls and compliance. 

In the introduction to this report, we referenced research 
by Webster Buchanan, commissioned by TMF Group, 
that looked at the challenges of payroll in small country 
populations. That report – which can be downloaded  
at https://www.tmf-group.com/HRandpayroll –
found that many companies take a pragmatic, 
risk-weighted approach to managing their smaller 
countries, particularly in terms of compliance. Where 
payroll is outsourced, many global teams raised concerns 
about the limited vendor management skills within their 
small country teams, particularly around negotiating 
and enforcing contracts and Service Level Agreements. 
In some cases these problems were eased by moving 
responsibility for vendor management away from local 
in-country teams to regional or global payroll hubs 
overseeing multiple countries.

And, while it is clearly best practice, respondents found 
that it is not always practical to attempt to standardise 
processes and documentation across smaller countries. 
Some organisations have therefore introduced ‘lighter’ 
versions of their standard governance frameworks, 
allowing smaller countries to formalize exceptions to 
standard processes.

Getting consistent data between HR and payroll systems 
is a key driver for many multi-country payroll projects 
in small countries, but there is much debate as to when 
it becomes commercially viable to build automated 
interfaces in smaller countries. While there are no hard 
and fast rules, most respondents tend not to build 
interfaces for countries with fewer than 50 employees: 
however, depending on the time and resources involved, 
several plan to take this down to as few as 10 employees.  

In addition to improving global payroll governance, drivers 
for small country projects include reducing risk; improving 
reporting; consolidating vendors and thereby improving 
the customer’s leverage with providers; and streamlining 
the process for setting up payroll in new countries.  

The cost equation for a multi-country payroll initiative 
can be complex, particularly in very small countries. 
Leaving aside implementation overhead, the ongoing 
costs for a replacement system or service can prove 
higher than the current costs for an incumbent in-
country provider – which to some extent is logical, given 
that multi-country payroll services typically provide an 
additional payer of central management control over 
local payrolls. Some respondents absorb any extra 
charges centrally, on the basis that the corporation as a 
whole is willing to pay more for improved compliance 
visibility and risk management.

So the small populations can cause some big headaches, 
making the argument for outsourcing to a wholly-owned 
global partner even more compelling.

While much of the focus in 
multi-country payroll projects 
tends to fall on countries 
with the largest employee 
populations, managing small 
country populations can be 
an equally daunting prospect. 
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But don’t just take our word for it. In 2015, the Everest 
Multi-Country Payroll PEAK Matrix rated TMF Group as a 
‘major contender’ globally and the strongest provider of 
payroll in Latin America.

Our robust risk management framework,  know your 
client and anti-money laundering processes all add 
that extra tier of reassurance which, coupled with our 
consistently strong D&B rating, means that you can 
confidently place your business with a financially secure 
and trustworthy partner.

Find out more about how we can help you  
get that tail in check:

tmf-group.com/HRandpayroll

We have the people and 
processes to keep the most 
complex multi-country 
payroll requirements 
compliant with all local 
regulations. But we can 
offer you more.

So about that tail…

Let’s face it: in these days of increased data protection, 
it’s of absolute importance that you know exactly who 
has access to your employee data. How well do you 
know your supplier? Are your employees protected from 
disruption to their pay cycle? It’s an old industry statistic 
that it takes 10 years for someone to forget they didn’t 
get paid, and some industry experts even cite poor 
internal services result in higher attrition rates. 

When looking at your payroll strategy across multiple 
countries, it pays to work with someone who truly knows 
the landscape and can have a global overview of what’s 
going on, where it’s going on, at the time it’s going on. 

That’s where TMF Group comes in. Yes, we offer a 
comprehensive range of integrated HR and payroll 
solutions. And yes, we have the people and processes 
to keep the most complex multi-country payroll 
requirements compliant with all local regulations. But we 
can offer you more.

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 local compliance and 
supporting the complete employee lifecycle. Plus, we 
have full ownership of our local offices and people. You 
deal with one company with the central processes to 
mitigate issues quickly and compliantly.
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Disclaimer 

Whilst we have taken reasonable steps to provide accurate and up to date information in this 
publication, we do not give any warranties or representations, whether express or implied, in 
this respect. The information is subject to change without notice. The information contained in 
this publication is subject to changes in (tax) laws in different jurisdictions worldwide.None of 
the information contained in this publication constitutes an offer or solicitation for business, a 
recommendation with respect to our services, a recommendation to engage in any transaction 
or to engage us as a legal, tax, financial, investment or accounting advisor. No action should be 
taken on the basis of this information without first seeking independent professional advice. We 
shall not be liable for any loss or damage whatsoever arising as a result of your use of or 
reliance on the information contained herein. This is a publication of TMF Group B.V., P.O. Box 
23393, 1100 DW Amsterdam, the Netherlands (contact@tmf-group.com). TMF Group B.V. is part 
of TMF Group, consisting of a number of companies worldwide. Any group company is not a 
registered agent of another group company. A full list of the names, addresses and details of 
the regulatory status of the companies are available on our website: www.tmf-group.com. 
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