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Entity Setup vs. Employer of Record: 
Navigating Global Expansion
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INTRODUCTION
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Global expansion is an ambitious 
step for any business aiming to tap 
into new markets and embrace 
international growth opportunities. 
This bold journey, however, comes 
with challenges, particularly in human 
resources, legal compliance, and 
operational management. 

Two primary strategies businesses can 
employ to address these challenges are 
Entity Setup and partnering with an 
Employer of Record (EOR). This in-depth 
exploration will examine these strategies, 
providing technical insights and a 
comprehensive comparison to guide 
businesses in making informed decisions 
for their global ventures.
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DEEP DIVE INTO 
ENTITY SETUP

Entity setup is the process of 
establishing a legal business entity in a 
new country, which involves a series of 
intricate steps, each with legal, financial, 
and administrative implications.

Process and Technical Details:

Registration: Involves obtaining 
necessary licenses and permits. 
This varies significantly between 
countries, requiring businesses to 
navigate local regulations.

Tax Compliance: Setting up tax 
registrations, understanding local tax 
obligations, VAT, corporate tax rates, 
and double taxation treaties.

Banking and Finance: Opening 
local bank accounts often requires 
a physical presence and detailed 
documentation, including business 
plans and financial forecasts.

Employment Laws: Adhering to 
local labor laws, which dictate 
contracts, working hours, 
termination processes, and benefits.

Real Estate: Securing office space 
requires understanding commercial 
real estate laws and regulations.
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Advantages & Challenges

The main advantage of Entity 
Setup is the autonomy it 
grants businesses over their 
operations, allowing for a 
deeper integration into the 
local market. However, the 
challenges are significant, 
ranging from the high costs 
involved in establishment 
and operation to the 
time‑consuming nature of 
navigating legal requirements 
and the potential risks of 
non‑compliance.
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IN-DEPTH LOOK AT 
EMPLOYER OF RECORD
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An Employer of Record (EOR) simplifies 
the process of hiring people in a new 
country by legally employing individuals 
on behalf of another company. This 
solution is particularly attractive for 
businesses looking to test new markets 
or hire remote teams quickly.

Process and Technical Details:

Contractual Agreement: Businesses 
enter into a contractual agreement 
with an EOR, which outlines the 
services provided, including payroll, 
tax withholdings, HR compliance, and 
benefits administration.

Employee Management: While the 
EOR handles legal and administrative 
responsibilities, the client company 
manages the employees' day-to-day 
activities and work assignments.

Compliance and Risk Management: 
EORs ensure compliance with local 
employment laws and tax regulations 
and guide best HR practices, 
significantly reducing legal risks for 
the client company.
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Advantages & Challenges

The EOR model offers rapid 
market entry and flexibility 
with reduced legal and 
financial risks. The main 
challenges include less 
control over employment 
and potential dependency on 
the EOR provider's quality of 
service and expertise.
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When comparing Entity Setup and EOR, it's essential to 
consider specific technical and financial aspects:

COMPARATIVE ANALYSIS: 
TECHNICAL AND FINANCIAL INSIGHTS
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Aspect Entity Setup Employer of Record

Initial Cost
High due to legal fees, 
registration costs, and initial 
setup expenses.

Relatively low, with costs tied 
to the services used.

Ongoing Costs
Includes operational 
overhead, employee benefits, 
and compliance costs.

Service fees can vary 
based on the scale and 
services required.

Time to 
Operational

Depending on the country, 
it can extend over several 
months to a year.

It can be as quick as a few 
weeks, making it efficient for 
immediate needs.

Legal and 
Compliance

Requires navigating 
complex legal systems, 
with significant effort in 
maintaining compliance.

They are managed by the 
EOR, minimizing the client's 
exposure to compliance risks.

Flexibility
Offers long-term market 
presence and operational 
control.

It provides flexibility to scale 
up or down quickly, which is 
ideal for project-based work 
or testing new markets.

Market Presence
Establishes a strong local 
presence and commitment 
to the market.

Less visible market presence, 
which may affect brand 
perception.
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STRATEGIC CONSIDERATIONS

ENHANCING GLOBAL EXPANSION STRATEGY
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Choosing between an Entity Setup and an EOR involves 
strategic planning beyond just cost and time:

Long-term Vision: Entity Setup is suited for businesses with a long-term 
commitment to a market, while an EOR is ideal for exploratory phases 
or specific project needs.

Control vs. Flexibility: Businesses prioritizing control over their operations 
and employee management might lean towards Entity Setup. In contrast, 
those valuing flexibility and speed may find an EOR more appealing.

Regulatory Environment: Highly regulated industries might require 
a local entity to operate legally, making Entity Setup the only option.

To navigate global expansion successfully, businesses should:

Perform Comprehensive Market Research: 
Understand the local market, legal environment, and cultural nuances.

Build a Local Network: Engage with local advisors, legal experts, 
and other businesses to gain insights and support.

Embrace Technology: Utilize global payroll and HR software to manage 
international teams effectively, regardless of the chosen expansion method.
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CHARTING A COURSE 
FOR GLOBAL SUCCESS
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SThe decision between Entity Setup 
and employing an EOR is pivotal 
for businesses planning to expand 
globally. By thoroughly understanding 
each option's intricacies, advantages, 
and challenges, companies can choose 
a path that aligns with their strategic 
objectives, operational needs, and 
long-term vision. 

As global markets evolve, the ability to 
adapt and select the most appropriate 
expansion strategy will be crucial to 
your international success. Engaging 
with experts, using technology, and 
maintaining flexibility in operations will 
further enhance a business's ability to 
succeed on the global stage.
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