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Welcome to the 
November edition of 
Employment Matters, 
Capital GES’s quarterly 
report focusing on 
international questions.

In a world which is ever more connected, the issue of 
how to engage with a flexible, remote, or project-based 
workforce has become a key strategic challenge for 
many companies. One of the results of this great shift in 
working practices is that many companies are seeking 
external expertise when it comes to how to engage with 
such a varied and changeable workforce. While there are 
many ways to approach this challenge, we have chosen 
to focus this issue on Employer of Record (or EOR), a 
key part of our service offering and indeed of the overall 
response to this changing environment.
 
Our feature article in this issue compares the costs 
surrounding the employment of an individual using the 

EOR model versus a company setting up in country and 
employing themselves. Knowing as much as you can 
about the total cost of an engagement before you start is, 
of course, a great help in forecasting and budgeting; this 
article will give you a great idea of the right questions to 
ask. 

In this issue we also look at employment rights in Chile, 
talk to our EMEA client service manager, Yvonne Low, 
about her role, and bring you up to date on employment-
related news across the regions where we are present.

I hope you find this useful, and I welcome your feedback 
as ever at news@capital-ges.com

Matt Walters
Chief Operating Officer
matt.walters@capital-ges.com

EMPLOYMENT 
MATTERS
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2-MINUTE 
PRIMER:
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FIXED-TERM CONTRACT 
EXTENSIONS

A fixed-term contract must not exceed 12 months and 
may be renewed only once. The total term must not 
exceed 2 years. After 2 years or a second renewal, 
whichever comes first, or if the employment is renewed 
twice for a total duration of 12 months in any 15-month 
period, the employment relationship is deemed indefinite. 

Fixed-term contracts may be terminated earlier than 
the agreed expiry date, but the employer still has the 
obligation to pay the salary to the worker until the end 
date stipulated by contract. 
 

TERMINATION RULES 

Notice for ending an employment agreement is 30 days 
for both parties. A written copy of the notification should 
be forwarded to the Labour Inspectorate. Payment in lieu 
of notice is permitted. 
 

TERMINATION COSTS 
Termination as  a result of the needs of the company (i.e. 
any termination other than for cause) incurs a penalty of 1 
month’s salary per year worked or part year if more than 
6 months. 
 

STATUTORY PAID HOLIDAY 

15 business continuous days, for each worked year, 
after 1 year of employment. In case of late joiners, this 
entitlement is prorated, 1.25 days per month of work. 
Public holidays are not included. The worker with 10 
years of work for one or more employers, continuous or 
not, is entitled to 1 additional day of holiday for every 3 
new years worked for the current employer. 
 

PARENTAL LEAVE 

MATERNITY LEAVE 

Minimum maternity leave in Chile is 18 weeks. 

In the case of multiple births, mothers receive an 
additional 7 days of leave for each child counted from the 
second birth. Workers also have the right to leave work 
for an hour if they are breastfeeding their child of up to 2 
years. 

During maternity leave, employees receive a capped 
allowance paid by the state.
     

PATERNITY LEAVE 

In addition, fathers are also allowed to take up parental 
leave. The mother can grant the father part of the paid 
parental leave (up to six weeks of full-time leave or 12 
weeks of part-time leave). In this case, the allowance will 
be paid according to the salary of the father.
 

PROBATION PERIODS

Probation periods do not exist under Chilean law. 

2-MINUTE PRIMER: CHILE

Births 

Single 

Pre-Natal Leave
 
6 weeks
 

Post-Natal Leave

12 weeks

Births 

Single 

Paternity Leave
 
5 business days
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INTERNATIONAL 
EXPANSION: 
SETTING UP 
AN ENTITY VS 
USING AN EOR 
PROVIDER
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Over the last few years, more opportunities have 
emerged for companies to go global with their 
businesses. Advanced technologies, growing economies, 
access to new markets and a skilled workforce are all 
factors that motivate companies to expand outside their 
borders. When considering expanding internationally 
however, many businesses think that the only one way 
to achieve this goal is by setting up their own entity in a 
foreign country. 

Whether a company is looking to expand into a more 
developed economy in Europe, or test a potentially 
lucrative market in Latin America, setting up an entity 
can be both prohibitively costly and time-consuming. 
Understanding company and employment law, 
compliance and regulatory frameworks as well as local 
customs can make this process complex and act as a 
real distraction to ‘business as usual.’

If a company is building infrastructure and has set long-
term plans for the country, then establishing an entity 
may well be the best solution. However, if a company is 
looking for a more cost effective and fast way to expand 
their business and hire workers then an Employer of 
Record (EOR) solution could be considered.

SETTING UP AN ENTITY

The costs of setting up a foreign entity varies dramatically 
from country to country and depends on a wide range. 
Besides the costs of a physical structure/address, 
companies will have to register with local tax and labour 
authorities, open bank accounts, set up payrolls and 
link up with the correct official authorities. Liaising with 
specialist tax accountants and employment lawyers will 
also be necessary and the costs can be exponential. 
Once an entity has been established, there are ongoing 
maintenance costs to ensure the structure is always 
operating in accordance with local requirements, as to 
avoid unforeseen risks and financial loss. These ongoing 
maintenance costs can vary depending on the number of 

employees, new hiring and terminations.
Shutting down operations (if things do not work out) is no 
different as it also involves both significant cost and time, 
as in some countries the bureaucracy involved in closing 
an entity is even worse than establishing. When the 
company decides to dissolve the entity, this could take 
anything from a few weeks to several years depending on 
the country, the type of operations, the building owned (if 
any) and the number of employees.

WHAT IS EMPLOYER OF RECORD? 

Employer of Record (EOR) also known as International 
PEO is a global employment solution whereby a third-
party provider hires your employees on your behalf. The 
EOR provider becomes the legal employer and takes 
responsibility for the entire employment relationship, 
employment benefits and HR. The end client company 
manages only the day- to- day responsibilities.

Benefits of Employer of Record 

 ● It enables faster expansion into international markets
 ● It enables the retention of key talent regardless of 

where workers are based
 ● It enables companies to explore new markets 
 ● Support companies post M&A
 ● Outsourcing allows companies to focus on their core 

business activities

Faster expansion into new international markets 

If a business is looking for a quick expansion strategy 
that enables them to employ remote workers in different 
countries at the same time, then EOR solutions will help 
achieve this goal. This is a great way to test the market 
without having to set up a subsidiary. EOR solutions 
make it easier for businesses to expand into new 
international markets quickly and in a safe and potentially 
profitable manner. 

INTERNATIONAL EXPANSION: SETTING UP 
AN ENTITY VS USING AN EOR PROVIDER
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Talent Retention

Valued workers may move to a different country for 
personal or other reasons and if a business does not 
have an entity in that country, they risk losing their 
services for good. An EOR solution allows a business to 
retain such workers and operate and employ in a safe 
and compliant way. 

Support companies in case of mergers and 
acquisitions

Alternatively, if a business has completed a merger and 
acquisition and has acquired workers based in a country 
where they do not have an entity, an EOR solution can 
help the transition. By using International PEO/EOR 
solutions businesses can avoid having to set up a new 
entity and have the workers quickly and legally employed 
without the burden of establishing a corporate entity.

Enables companies to focus on their core business 
activities 

Outsourcing non-core business activities is becoming 
increasingly popular and taking away employment risk in 
certain jurisdictions can be very attractive. EOR solutions 
make it easier for business to concentrate on the running 
of the core day-to-day business. Business can focus on 
core activities without the hassle of organising global 
payroll and HR. EOR solutions save valuable time and 
resources that would be spent on understanding the 
complexities of setting up in country.

WHY USE AN EMPLOYER OF 
RECORD PROVIDER?

 ● Lower Cost
 ● Lower Risk
 ● Faster set-up

If a business chooses to use EOR solutions, they can 
be present in a new international market without all the 
hassle of setting up an entity. With EOR, there is no need 
to engage with lawyers, solicitors, banks or foreign tax 
authorities because the EOR provider ensures that all 
workers are legally and fully compliant to provide services 
in the new markets in a matter of days. 

INTERNATIONAL EXPANSION: SETTING UP 
AN ENTITY VS USING AN EOR PROVIDER
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EUROPE & SOUTH AFRICA

In the following section, to better illustrate the cost of 
employing via your own entity versus utilising an EOR 
provider, we provide two separate graphs.

The first graph shows the total cost of employing a 
worker across a range of European countries and also 
South Africa. It should be noted that these include all 
mandatory employer’s costs in that country but not the 
EOR providers fee.

All calculations are based in EUR and assume the 
following: 

 ● Yearly salary is €70,000
 ● Date of Birth: 01/01/1975 
 ● A local citizen
 ●  Non-management level employee
 ● Single with no children

As you can see from the above the monthly employer’s 
costs vary dramatically in each country. Some countries 
such as Ireland and Luxembourg have very low employer 
costs while other countries such as Italy, Belgium, France 
and Portugal have far higher employer costs.

In the second graph, we highlight the difference in the 
cost of setting up an entity and employing directly versus 
using an EOR Provider.

 

From the above you will see that the costs of establishing 
an entity and employing directly in Europe are circa 20-
25% higher than to employ via an EOR provider. Whether 
or not the worker is being employed directly by the 
company or by an EOR provider, employer costs can vary 
due to several factors which include:  

 ● Personal Factors: age of the employee, location, type 
of job and salary.

 ● Social Security Costs: There are caps and ceilings 
 ● for the social security costs, which can change the 

figures for each country.  
 ● Accruals: These extra costs need to be considered 

for. E.g. 13th and 14th salary, holiday pay, etc. 

Switzerland: In some countries, the age of an 
employee can affect the amount of ERSS. For example, 
in Switzerland employees and employers make 
contributions to the statutory pension fund but the rates 
vary depending on the individual’s age. 

Germany: Social security costs are capped in each 
country and can vary depending on age, salary levels 
and seniority of the individual. For example, in Germany, 
employers contribute according to the level of benefit and 
employee’s seniority.

Netherlands: Accruals are mandatory extra payments 
that are given in certain countries. For example, in the 
Netherlands, workers receive holiday pay, and this is 
normally paid out in either May or June each year.

INTERNATIONAL EXPANSION: SETTING UP 
AN ENTITY VS USING AN EOR PROVIDER
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LATIN AMERICA  

As we have done for Europe and South Africa, below you 
will find the same two graphs but for a range of countries 
across Latin America.

All calculations are based in USD and assume the 
following:

 ● Yearly salary is $70,000 USD
 ● Local citizen
 ● Mid- Level Employees – Analysts or equivalent
 ● Full employment

From the graph above, you can see that the costs of  
setting up and employing directly in Latin America are 
normally 35%-45% higher than to employ via an EOR 
provider. The reason for the increase is due to all the 
costs involved with the local structure such as physical 
office, accountants, legal advisors and back office staff. 
Whether the worker is being employed directly by the 
company, or by an EOR provider, it has to be noted 
that the Employer costs can vary due to many personal 
factors, including; age of the employee, location, type of 
job being carried and salary. 

INTERNATIONAL EXPANSION: SETTING UP 
AN ENTITY VS USING AN EOR PROVIDER
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INTERNATIONAL EXPANSION AND 
CULTURAL ACCEPTANCE 

Another important aspect of international expansion 
success is cultural acceptance. This is the knowledge 
and understanding that although we all have our 
similarities, no country, or region in the world, is the same 
when it comes to legislation and requirements. 

Brazil, Chile and Mexico have been compared to highlight 
this exact point.

Brazil: Registering an entity, in what’s considered Latin 
America’s largest country, can take anywhere between 
90 to 120 days, based on World Bank Report, Ease of 
Doing Business. Once the entity is established, another 
challenge arises, which is to set up an in-country payroll. 
The latest news in this area is the implementation of 
eSocial, a new online payroll system introduced by the 
Brazilian government in September 2018. The eSocial 
Platform will require all companies in Brazil to submit 
their payroll information to the Brazilian government. All 
other payroll data used and sold by private companies in 
Brazil are being configured to integrate with eSocial, as 
the fines for not following government timeframes and 
requirements are quite high. 

Chile: According to the World Bank, Chile is one of the 
highest ranked countries in Latin America for ease of 
doing business, specifically, compared to other countries 
in Latin America, Chile is less restrictive when setting 
up an entity. However, when it comes to labour relations 
and HR practices in Chile, the system is very complex 
as employment costs are calculated based on UTM 
(monetary tax unit) which varies monthly.

Mexico: When it comes to entity registration, Mexico 
has improved tremendously in the past decades for 
businesses looking to set up an entity there. Direct hiring 

is still difficult though as Mexico has 17 different types 
of employer’s costs, all of which vary according to the 
salary level and monthly variables paid to the worker. 
Even though Mexican Labour Law can be flexible when 
it comes to employment contract legislation, the actual 
payroll management continues to be quite demanding.

CONCLUSION

As mentioned at the beginning of this article, many 
businesses think there is only one way to expand 
internationally – via the set-up of a formal entity. It is 
certainly true that this option can work extremely well 
for companies who are building infrastructure and have 
pre-defined long-term plans for the country. However, if a 
business is looking to expand quickly without delays then 
working with an EOR provider could be the solution.  

As more companies plan to expand their business 
globally, it is important to understand that employing 
abroad directly can be a complex process. Each 
country has their own rules and regulations regarding 
compliance, regulatory frameworks, employment laws 
and taxes. Communicating with specialist tax accountants 
and employment lawyers will also be necessary, and 
those costs can rise very quickly. Therefore, setting up an 
entity can become a costly and time-consuming process 
which can prove a real distraction to core business.  

If a business is looking to expand into a more developed 
economy in Europe or test a potential market in Latin 
America, EOR could be a better solution to setting up an 
entity. An EOR solution is a more cost-effective and faster 
way to expand a business and hire workers in a foreign 
country compliantly. Businesses can hire internationally 
without risk and be operational in a few days without 
having to set up an entity allowing more time to focus on 
their core business. 

INTERNATIONAL EXPANSION: SETTING UP 
AN ENTITY VS USING AN EOR PROVIDER
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IT HAS BEEN AN ABSOLUTE PLEASURE 
WORKING WITH CAPITAL GES. THE ENTIRE 
TEAM IS ALWAYS WILLING TO ANSWER 
ANY QUESTIONS AND PROVIDE US WITH 
DETAILED EXPLANATIONS ON THE VARIOUS 
EMPLOYMENT LAWS THROUGHOUT MANY 
DIFFERENT COUNTRIES.

THEIR QUICK RESPONSES, PROFESSIONALISM, 
AND EXPERTISE WAS, AND IS, EVERYTHING WE 
WERE LOOKING FOR IN A PARTNERSHIP. WE 
ARE VERY IMPRESSED WITH THEIR OPERATIONS 
AND THEY ARE REALLY EASY TO WORK WITH. 
WE ALWAYS JUMP AT THE CHANCE TO USE 
THEIR SERVICES AND WILL CONTINUE TO DO 
SO IN THE FUTURE!

 
- US-Based MSP
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ASK AN 
EXPERT:
YVONNE LOW 

BIO 

Yvonne joined Capital GES in October 2017, initially 
joining the Compliance team until moving on in June 
2018 to support the Client Service team as Client 
Service Manager. Yvonne is based at the Capital 
GES Headquarters in Switzerland. Before joining 
Capital GES, Yvonne lived in the UK and worked in 
large financial services organisations. Her previous 
roles were predominantly in HR as well as client-
facing roles consulting on employee relations matters. 
This experience has enriched her knowledge of the 
complexities of operating within an employment legal 
framework.

Q: DESCRIBE YOUR ROLE AND HOW 
IT HAS EVOLVED?

My day-to-day role is predominantly supporting the 
Client Service team in a number of ways which include 
undertaking activities to meet client needs across EMEA. 
The move from the Compliance team to the Client 
Service team has given me the opportunity to see how 
Capital’s employment solutions are implemented in 
practice.

Q: MOST CHALLENGING PART OF 
YOUR JOB?

The most challenging part of my role and for the Client 
Service team is finding solutions that fit with our clients’ 
business needs and expectations whilst balancing the 
requirement to comply with local employment legislation.

Q: MOST REWARDING PART OF THE 
JOB?

The most rewarding part of my job is having the 
opportunity to be part of a great team of people who 
all have a common goal to do their best for our clients. 
The Client Service team have a breadth of knowledge 
and experience whilst also having an appreciation of 
the intricacies involved in employing in countries across 
EMEA. These intricacies make every day an education!

YLOW@CAPITAL-GES.COM

13

EMPLOYMENT MATTERS NOVEMBER 2018

mailto:ylow%40capital-ges.com?subject=Employment%20Matters%20-%20Ask%20an%20Expert
http://www.capital-ges.com
mailto:ylow@Capital-GES.com


ASK AN 
EXPERT:
YVONNE LOW 

Q: WHAT DO YOU THINK WILL 
CHANGE FUNDAMENTALLY IN THE 
NEXT 12 MONTHS? 

We’ve been working on some new technology that will help 
us support our clients effectively as we continue to grow, so I 
expect this to make considerable changes to the way we work. 
I know that the research team are working on new territories as 
well, so I’m expecting plenty of variety over the coming year! 

Q: WHAT DO YOU CONSIDER TO BE 
THE MOST IMPORTANT FACTOR WHEN 
BUILDING CLIENT RELATIONSHIPS?

I believe that the key to building effective client relationships 
is to understand each of our clients and their needs. This 
enables us to empathise with the challenges they face, share 
our knowledge and partner with them in the business decisions 
they make. 

Q: WHAT’S SOMETHING IMPORTANT 
THAT YOU’VE LEARNED SINCE 
STARTING YOUR NEW ROLE?

As part of my role in the Compliance team it was vital to know 
about the different legal requirements across EMEA, and to 
share this knowledge with other teams. Since starting my new 
role as Client Service Manager I learned how imperative it 
is for the Client Service team to work collaboratively with all 
teams at Capital GES and our clients, to collectively resolve 
queries, share knowledge, and find solutions for a whole 
range of activities relating to payroll, employment agreements, 
employment working practices, invoicing, and many others. 
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MAKING 
EMPLOYMENT
EASY
 
A COMPANY TESTING A NEW 
MARKET IN EUROPE
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CLIENT: US FINTECH COMPANY 

REGION: GERMANY
 
CHALLENGE 

An established US Fintech company that wanted to 
expand into Europe contacted Capital GES a few months 
ago for advice. 

The company had decided that Germany would be the 
first location to expand internationally and wanted a quick 
and cost-effective solution that could help them test a 
new market and have a worker employed swiftly.

As the company had no prior knowledge of the German 
market, it’s labour laws and uncertain whether they 
should set up an entity, they asked Capital GES to 
employ and manage their sales representative.  

SOLUTION 

After providing the US Company with all the necessary 

in country information including how labour laws in 
Germany differ from the US and what to watch out for, 
we set up the employment contracts so that Capital 
GES would become the legal employer of the worker 
and manage the entire employment relationship. Our 
Employer of Record (EOR) solution put the client at ease 
knowing that they were going to be compliant in country, 
and the worker was happy to be employed with a local 
contract under the local legislation.

RESULTS  
With Capital GES’s help, this Fintech Company was able 
to test out a foreign market without having the burden of  
having to research all the aspects of employing someone 
abroad, and at a lower cost than setting up an entity.

Since implementing the EOR solution, Capital GES stays 
in regular contact with both the worker and the client and 
advises on any questions that can pop up throughout the 
employment. 

MAKING EMPLOYMENT EASY: A COMPANY 
TESTING A NEW MARKET IN EUROPE 
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EMPLOYMENT 
BULLETIN
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IRELAND
BUDGET 2019 ANNOUNCED 

On 9 October, the Minister for Finance and Public 
Expenditure and Reform, announced the Budget 2019.
  
 

USC RATE & BAND REDUCTION

Incomes of €13,000 or less will continue to be exempt 
from USC in 2019, the third-rate band rate USC was
reduced from 4.75% to 4.5% and the threshold for the 2% 
USC was increased by €502 going from €19,372 to
€19,874. This increase will ensure that a full-time adult 
worker who benefits from the increase in the hourly
minimum wage (€9.80) will remain outside the top rates 
of USC tax rate.

The following changes to USC will apply from 1 January 
2019. 

INCOME TAX CREDITS 

The standard rate income tax band for all earners from 

€34,550 to €35,300 for single individuals increased by 
€750. 

The Home Carer Tax Credit increased again by €300 - 
going from €1,200 to €1,500.

The Earned Income Credit for the self-employed 
increases by €200 going from €1,150 to €1,350.
  
 

EMPLOYER’S PRSI 
From 1 January 2019, the weekly income threshold for 
the higher rate of employer’s PRSI will be increased from 
€376 to €386. 

CORPORATION TAX RATE

The Minister reaffirmed that the longstanding 12.5% 
Corporation Tax Rate will not be changing.

PAID PARENTAL LEAVE   
A new paid parental leave scheme will be introduced in 
November 2019. The new paid parental scheme will
provide two extra weeks’ leave to every parent of a child 
in their first year. This is expected to increase to seven
weeks’ leave over time.

EMPLOYMENT 
BULLETIN

Disclaimer

All of the information provided here and elsewhere in this bulletin is intended to provide general background information only, and should never replace the need for 
considered legal advice. Capital GES and its related companies will not accept any liability for any actions taken as a result of the information contained in this bulletin.

Income

€0 – €12,012
€12,012 – €19,874
€19,874 – €70,044
€70,044+

Rate
 
0.5%
2%
4.5%
8%
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NETHERLANDS 

The Dutch government released the 2019 budget on 18th 
September 2018, which includes plans for amendments 
to the Dutch tax laws. 

INTRODUCING A TWO-TAX 
BRACKET SYSTEM 

In 2019, the current income tax brackets will be reduced 
in preparation for the two-bracket system that will be
implement in 2021. From January 1st, the income tax 
rates will be 36.65% for income up to €20,142, 38.10%
for incomes from €20,142 up to €68,507 and 51.75% for
income above €68,507.

By 2021, a common basic rate of 37.05% will apply for 
income up to €68,507 and 49.50% for incomes above 
€68,507. The limit where the top rate begins will be 
frozen until 2025. 

 

SHORTENING MAXIMUM 
DURATION OF 30% FACILITY 
The Dutch government has postponed the cuts to the 
30% ruling for two years. From 1 January 2021, the
duration of the 30% facility for employees from abroad is 
reduced from eight to five years. There will be no
transition period. The 30% Ruling is a fixed tax-free 
allowance available to highly skilled workers who are
recruited from abroad to work in the Netherlands. The 
ruling allows for 30% of a worker’s salary to be paid tax
free. The proposed change will apply to both new as well 
as existing claimants. 

EMPLOYMENT 
BULLETIN

Disclaimer

All of the information provided here and elsewhere in this bulletin is intended to provide general background information only, and should never replace the need for 
considered legal advice. Capital GES and its related companies will not accept any liability for any actions taken as a result of the information contained in this bulletin.

Income

income up to €20,142
income up to €68,507
income above €68,507

Tax rate %
 
36.65%
38.1%
51.75%

Income

income up to € 68.507
income above € 68.507

Tax rate %
 
37.05%
49.50%
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GET IN TOUCH
For more information on how Capital GES can help your company expand in a safe and 
compliant way, please contact our team of experts for more information.

SWISS OFFICE
Matt Walters
matt.walters@capital-ges.com
+41 32 732 97 00

US OFFICE
Michael Johnson
michael.johnson@capital-ges.com
+1 919 696 8579

BRAZIL OFFICE
Ana Vizzotto
ana.vizzotto@capital-ges.com.br
+55 31 3194 8150 

For more interesting articles and discussions, find us on:

                         
facebook.com/CapitalGES                 twitter.com/CapitalGES                    linkedin.com/company/Capital-GES
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