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Asia Pacific (APAC) continues to be 
the engine room of the global economy, 
accounting for two-thirds of global growth1. 

1 IMF Survey: Asia: Growth Remains Strong, Expected to Ease Only Modestly, May 2016, http://www.imf.org/en/News/Articles/2015/09/28/04/53/socar050316b 

2 Population Reference Bureau, 2016 World Population Data Sheet, http://www.prb.org/Publications/Datasheets/2016/2016-world-population-data-sheet.aspx 

3 Asian Development Bank, Asia 2050: Realizing the Asian Century, https://www.adb.org/sites/default/files/publication/28608/asia2050-executive-summary.pdf

Already, Asia is the world’s most populous 

continent with 4.3 billion people – 

accounting for 60% of the world’s 

population2 and, according to forecasts 

from the Asian Development Bank, could 

account for half of global GDP by 20503.

It is hardly surprising then, that business 

investment is flourishing across APAC. A 

wealth of opportunities lies in tapping 

into the region’s burgeoning consumer 

market, expanding middle class and better 

educated workforce. 

In addition, many APAC nations are 

embracing the free trade movement 

allowing the greater movement of people, 

products and services. Nonetheless, 

significant cultural, regulatory and tax 

regimes add to the complexity of payroll 

management and workplace recruitment 

across the region. 

This highlights the need for “on the ground” 

experts, who can offer what technology 

cannot – an ability to leverage local 

knowledge and assess each situation 

in the context of local regimes and          

corporate needs.

In this paper, we have collaborated with 

global recruitment expert Michael Page 

to explore many of the current issues that 

companies face when managing payroll 

delivery as well as attracting and retaining 

quality employees in key Asian markets.

The future of payroll services in Asia

Many APAC nations are 
embracing the free trade 
movement allowing the 
greater movement of people,
products and services.
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Five to 10 years ago multinational corporations 

(MNCs) were quick to deploy expat talent across 

APAC, however the picture is changing. The global 

financial crisis saw many firms reduce expat 

packages in a bid to cut costs, and today, local 

talent is better educated – and often Western-

educated. The increasing trend to employ local 

talent has fuelled the need for MNCs to have a 

thorough understanding of taxation and other 

employment laws that apply to local labour in 

each relevant jurisdiction.

While some APAC jurisdictions offer tax incentives 

to MNCs setting up regional headquarters, tax 

authorities globally are increasingly collaborating 

to share information. Companies operating across 

borders need to be mindful of the differing tax 

regimes applying in each APAC jurisdiction to 

avoid the financial and reputational fallout of 

non-compliance.

Looking back. Looking ahead.

From manual processing to system-based, and 

more recently, web-driven solutions, companies 

operating across APAC are looking for flexible, 

locally-compliant technology solutions with varied 

functionality to manage payroll inputs and outputs 

consistently across multiple jurisdictions.  

In terms of functionality, e-leave, time attendance, 

and mobile applications are sought after by 

the region’s business organisations. Yet these 

functions did not exist a decade ago.

The growing number of businesses establishing a 

foothold in APAC is fuelling the use of third party 

payroll services, and consequently, the number of 

providers is expanding.

Until recently, payroll service providers had limited 

geographical coverage across APAC. Even today, 

in emerging markets such as Vietnam, providers 

typically use local sub-contractors. Without a 

wholly owned global network, many services 

fall short in terms of continuity in transferring 

information and data between multiple suppliers. 

The impact of technology  Changing service delivery models
A shift towards upskilling and 
harnessing local talent  

Meeting local and global tax 
requirements
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Payroll management in APAC has 
undergone immense change over 
the last decade driven largely 
by four key factors: advances in 
technology, changing delivery 
models of third party service 
providers, a growing preference for 
local rather than expatriate talent, 
and greater global collaboration by 
national tax authorities.



Experts from TMF Group and Michael Page share 

insights into payroll and recruitment issues on a 

country-by-country basis.

Country-by-country 
issues impacting 
human resource and 
payroll management 



Hong Kong

The increasing use of Hong 
Kong as a business gateway 
to China has prompted 
demand for talent that is 
Mandarin fluent, particularly 
in the sales industry. 
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Greater 
cross-border 
opportunities  
bring complexity
In Hong Kong, free trade agreements have brought economic growth, increased business activity and cross-

border employment opportunities in the region. These will potentially increase the administrative burden of 

payroll management. Moreover, changes to employment law are putting further pressure on companies in 

terms of compliance requirements. 

MNCs operating in Hong Kong are tackling these challenges with a variety of responses. The most common 

approach involves a regional strategy, where a few payroll vendors with local presence are engaged to 

manage the payroll processes in each country within the region. It is still a challenge to find a single payroll 

vendor operating a wholly owned network with full ownership of its local offices and people, applying a 

consistent approach across all countries in the region.  

The increasing use of Hong Kong as a business gateway to China has also prompted demand for talent 

that is Mandarin fluent, particularly in the sales industry. Within the property and financial services sectors, 

Chinese-headquartered firms based in Hong Kong now employ a significant number of Hong Kong talent 

compared to five years ago. The Mandarin language requirement often precludes pure English-speaking 

expats from roles within these organisations.

The broad use of expat talent in Hong Kong 

has diminished over the last five years, often 

as a result of cost rationalisation. A large 

number of MNCs have transitioned to localised 

employment contracts, and consequently, 

the salary premiums, return flights, hardship 

allowance and school fee allowances once 

offered to expats are now fairly rare. 



China

While plenty of foreigners are 
moving to China, the availability 
of well-educated, professionally-
experienced Chinese talent is 
greater than it used to be, and 
many companies have made 
the decision to localise their 
leadership teams as much as 
possible.

A challenging 
blend of 
compliance 
regulations
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Staying compliant with local labour laws relating 

to payroll can be confusing for companies 

operating in China. Meeting new regulations 

can be expensive in terms of compliance, as 

companies need to develop data tracking and data 

gathering systems and reporting functions.

Fast-growing companies typically need to put in 

place rigorous attraction, retention, compensation 

and benefits (C&B) plus payroll processes in 

order to support exponential growth.  In larger 

businesses, professionals with performance 

management and talent development experience 

are highly sought-after, and as a result, HR 

professionals who have worked with consulting 

firms have an advantage over other candidates. 

However due to slower economic growth, some 

MNCs operating in China are now cautious when it 

comes to adding new headcount.    

There is increasing demand for specialists with 

organisation development and C&B experience 

especially as more companies exercise creativity 

in their remuneration packages to retain talent. 

Examples of creative remuneration packages 

include flexible benefits or awarding retainer 

bonuses to employees who have been with the 

company for a set number of years. 

While plenty of foreigners are moving to 

China, the availability of well-educated and 

professionally-experienced Chinese talent is 

greater than it used to be, and many companies 

have made the decision to localise their leadership 

teams as much as possible. Returning Chinese, 

who have built extensive experience working 

at MNCs internationally, are keenly sought 

after as they are often equipped with a better 

understanding of China’s market and culture.   

It is worth noting too, important differences 

apply to payroll management for expats versus 

local talent. By way of example, expats working 

in China must have a work permit before 

employment can commence, and each expat can 

be employed by only one company.  With the 

exception of those jurisdictions that have treaties 

with China, expats are also required to contribute 

to social insurance. This brings increased costs in 

order to comply with local regulations.



Looking ahead, a slower economic climate in 

2017 could see hiring processes slow down as 

businesses become more cautious and workers 

opt for stability by remaining in their current jobs.

Expat recruitment has decreased as companies 

affected by a sluggish market sentiment scale 

back on the costs associated with expat contracts, 

which typically include housing, travel and even 

school fee allowances. At the same time, the 

rise of strong local talent has encouraged more 

companies to hire Singaporeans and groom them 

to take up senior positions. Nevertheless, there 

are some skills shortages in niche roles that may 

require firms to recruit foreign talent.   

Adding to the case for local talent, Singapore’s 

manpower ministry is encouraging employment 

of locals with a stricter approach to hiring foreign 

professionals.  In particular, the government has 

introduced the Jobs Bank portal as part of the Fair 

Consideration Framework (FCF), aimed at helping 

firms consider Singaporeans fairly for jobs. For 

companies that require foreign employees, this 

extra step can delay staffing requirements as the 

advertisement has to be placed for a minimum of 

14 days. The FCF therefore has the potential to 

hamper the recruitment and staffing exercises    

of some companies especially when local talent  

is lacking.

A notable exception to the Jobs Bank advertising 

requirement applies in the case of an intra-

corporate transferee (ICT).  In order to enjoy this 

exemption, the candidate filling the position must 

be employed in a managerial role, where he/she 

supervises and primarily directs a department or 

sub-division of the organisation with the authority 

to hire and fire or take other personnel actions.  

Exceptions also apply to specialist roles where the 

candidate has an advanced level of expertise and 

proprietary knowledge of equipment, techniques 

or management skills.

The approval granted for such ICTs is limited 

to a three year term that may be extended for 

up to two additional years, for a total term not 

exceeding five years.

Fair consideration 
framework shapes 
recruitment

Singapore 

Expat recruitment has decreased 
as companies affected by a 
sluggish market sentiment scale 
back on the costs associated with 
expat contracts, which typically 
include housing, travel and even 
school fee allowances.
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Indonesia Rapid staff turnover 
leading to  
salary inflation

The prospect of a rapid salary 
increase rather than long 
term career opportunities can 
sometimes contribute to rapid 
staff turnover – and salary 
inflation. 

Indonesia is going through a period of change 

as increasing demand from the fast-growing 

middle classes presents businesses with growth 

opportunities. However, employers face new 

levels of payroll complexity particularly in regards 

to calculating and administering employee income 

tax and social security requirements. 

Adding to the compliance burden, the relevant 

regulations change frequently, and often with 

minimal notice. As an example, levels of non-

taxable employee income were adjusted over 

two consecutive years – one of which was an 

adjustment that occurred mid-year – bringing with 

it the need to rapidly recalculate tax withheld on 

employee incomes.

In this complex and rapidly changing jurisdiction, 

it is noted that there is a shortage of candidates 

with the right skills and qualifications in many 

areas. The prospect of a rapid salary increase 

rather than long term career opportunities can 

sometimes contribute to rapid staff turnover – and 

salary inflation. 

Competition for qualified talent is fierce, as 

companies often seek candidates with similar 

expertise, and want to compare several 

candidates before making decisions.
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Companies in Indonesia generally display 

preference for local talent rather than expats and 

this gives little relief to an already tight hiring 

market. The preference for local talent can be 

attributed to several factors, one of which is the 

need to renew work visas for expats. In Indonesia, 

the KITAS limited stay work permit has to be 

renewed every 12 months, lending a certain level 

of uncertainty should the permit not get renewed.



New 
changes 
impacting 
payroll

Japan

One of the most significant changes to 

impact payroll management in Japan is the 

introduction of the “My Number” programme 

in early 2015. 

It requires all employees to obtain a unique, 

federally-regulated numeric identifier 

(similar to the Social Security Number used 

in the United States). While this service 

has its benefits, it adds an additional 

requirement to on-boarding organisations, as 

well as managing existing entities in relation 

to their annual filing process.  

The overarching issue is that 
expats can be more complex 
to hire – at least from a 
payroll perspective, than 
local employees.  

From a payroll perspective, expats may participate differently in services such as the national pension 

plan. They may also be exempt from other taxes, and may be provided unique benefits such as housing, 

relocation, and education allowances. The overarching issue is that expats can be more complex to hire – at 

least from a payroll perspective, than local employees. 
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Evolving 
labour 
laws

Vietnam’s local laws are evolving rapidly, and free 

trade agreements offer a new platform to further 

open the country and speed up domestic reforms.

A number of changes to social law came into 

effect since January 2016, including the application 

of salary contributions for social insurance, new 

employee sick leave entitlements, and the 

introduction of maternity leave. 

The Vietnamese government is also seeking 

opinions from various business associations with 

a view to amending the current labour code, in 

particular, addressing the minimum wage, and 

work permits for foreign employees. 

On the plus side, the government is attempting to 

improve administration procedures by introducing 

online reporting, which will make it quicker and 

less complex to report payroll information.

MNCs in Vietnam still face significant payroll 

challenges hiring expat employees – especially   

for seconded expats who have global income, 

which may be divided into taxable and non-

taxable components.

As a guide, Vietnam has entered into double 

taxation treaties with more than 50 countries 

to prevent double taxation. However, this is 

not an automatic process. Under the double tax 

treaty, companies would need to file notifications 

regarding tax exempts or credits with the 

Vietnamese tax authority at the beginning of their 

Vietnam assignment and in each calendar year. 

The government is attempting 
to improve administration 
procedures by introducing online 
reporting, which will make it 
quicker and less complex to 
report payroll information.

Vietnam

19



Choosing to partner with a global 
service provider with full ownership 
of its local offices and people 
can overcome the challenges of 
managing payroll in APAC.

in association with

Equally, navigating APAC’s complex human 

resource management calls for expert support. 

A business is only ever as strong as its people, 

and for MNCs hoping to build a diverse team 

combining the best of local and foreign 

talent, local expertise can deliver a significant 

contribution to long term success. 

Payroll may be a universal business expense, but 

clearly, country-by-country nuances are heavily 

localised across APAC. Businesses operating in 

the region need a clear talent plan to attract 

quality employees, and to be prepared to manage 

payroll in a way that takes into account the 

rapidly changing compliance environment of               

each jurisdiction.

Developing a cost-effective and truly global payroll 

system in-house is not easy. Choosing to partner 

with a global service provider with full ownership 

of its local offices and people can overcome the 

challenges of managing payroll in APAC. It is an 

approach that allows consistency of reporting 

and data security while having the flexibility to 

accommodate differences in local compliance and 

business practices. 
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Never 
underestimate 
the value of local 
knowledge



About Michael Page

As part of PageGroup, Michael Page is a leading professional recruitment consultancy specialising in the 

recruitment of permanent, contract and temporary positions on behalf of the world’s top employers.

The Group operates in more than 35 countries worldwide. First established in London in 1976, we have been 

bringing job seekers and employers together for more than 40 years. In Asia Pacific, we have a team of 

more than 1,000 consultants working across 19 cities, 11 countries, including:

 ■ Australia

 ■ China 

 ■ India

 ■ Indonesia

 ■ Hong Kong

 ■ Japan

 ■ Malaysia

 ■ New Zealand

 ■ Singapore

 ■ Taiwan

 ■ Thailand
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With operations in more than 80 countries, 

TMF Group is the global expert that 

understands local needs.

 ■ Experts in low volume payroll populations  

 —   that is, from 1 to 3,000 employees per  

 country

 ■ More than 1,000 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, the international standard  

 of data security and information   

 management

 ■ and SOC1-ISA3402 for our HR and   

 payroll services – ensuring we have the  

 right controls to mitigate risks in our process

 ■ Robust risk management framework

 ■ Business continuity measures (BCM)

 ■ Know your client and anti-money laundering  

 processes and services

 ■ Compliance with local rules and regulations

TMF Group’s global payroll services have been 

recognised in three separate assessment reports 

from market analysts, The Everest Group and 

NelsonHall, in reflection of its broad capabilities 

and innovative technology solutions; all 

underpinned by a global governance model that 

provides clients with increased transparency and 

control of their own operations.

 ■ A Major Contender in global payroll   

 outsourcing and the strongest provider in  

 Latin America - Everest Multi-Country Payroll  

 PEAK Matrix Assessment 2015.

 ■ Widest Geographic Coverage and Strong  

 Language Capabilities - Everest Multi-Country  

 Payroll Platform Assessment 2016.

 ■ A Leader in multi-country payroll services -  

 NelsonHall’s Evaluation & Assessment Tool  

 (NEAT) 2016.

How TMF Group 
can help

tmf-group-global.com

Why choose TMF Group? What others say about us

Find out more about TMF Group and its payroll services:

Our role is to work with employers and job seekers to facilitate a successful match. This can range from 

advising a global company on a candidate sourcing strategy to helping a job seeker finding their dream job. 

We focus on recruiting for the following sectors:

 ■ Digital

 ■ Engineering & Manufacturing

 ■ Finance & Accounting

 ■ Financial Services & Banking

 ■ Human Resources

 ■ Information Technology

 ■ Legal

 ■ Marketing

 ■ Procurement & Supply Chain

 ■ Property & Construction

We recognise that every organisation, and every 

market, is different and work with companies to 

adapt our services to give them what they need, 

when and where they need it.

We serve clients of all sizes and from all sectors; 

everyone from a small start-up to a large 

multinational, including 60% of the Forbes 100 and 

the FTSE 100.



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

© December 2016 TMF Group B.V.

tmf-group-global.com

Our global presence

Australia

China

Hong Kong

India

Indonesia

Japan

Labuan

Malaysia

New Zealand

Philippines

Samoa

Singapore

South Korea

Taiwan

Thailand

Vietnam

TMF Group in Asia Pacific


