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Where in  
the World?

Graham Palfery-Smith,Director and 
Board Adviser to several companies 

in the UK, the Americas and 
Asia discusses the challenges of 

compliance around the world.

appreciate	local	requirements.
“It’s	surprising	and	really	concerning	
to	see	some	of	the	risks	that	even	
large,	professional	UK	recruitment	
companies	will	take	when	placing	
contractors	overseas,”	says	Michelle	
Reilly,	Managing	Director	for	
Europe	at	international	contractor	
management	experts	CXC	Global.	
“Getting	it	wrong	can	mean	your	
contractors	getting	deported,	jailed	
or	chased	for	backdated	taxes	as	
well	as	the	end-client	being	hit	with	
big	fines.	It’s	an	unnecessary	risk	
recruitment	companies	shouldn’t	be	
taking.”

American issues

The	United	States	is	a	highly	
competitive	and	evolved	market	
place	with	several	different	
operational	and	tax	nuances	
depending	on	the	state,	sometimes	
even	the	city,	you	operate	in.	It	is	
the	world’s	largest	market	place	
for	‘staffing’	and	a	relatively	benign	
environment	for	starting	a	new	
business.
You	should	use	a	recommended	
attorney	to	help	you	decide	on	
the	most	appropriate	and	efficient	
corporate	structure	for	your	
business.	“The	streets	are	not	
paved	with	gold	but	littered	with	the	
metaphorical	corpses	of	unprepared	
and	ill-advised	British	recruiters,”	
says	John	Smith,	CEO	—	North	
America	CXC	Global.
“Firms	like	CXC	Global	USA	protect	
recruiters	and	end	clients	from	
State	Revenue	Services	and	the	
USA	Internal	Revenue	Service	
audits	by	ensuring	workers	are	
properly	classified	and	set	up	as	

The	increasing	number	of	
competitors	in	the	UK	has	led	
many	indigenous	recruitment	

firms	to	set	up	operations	in	other	
parts	of	the	world;	indeed	many	see	
this	as	an	essential	requirement.	
The	path,	though,	can	be	fraught	
and	there	are	many	who	have	tried	
and	failed.	However	the	option	of	
working	in	a	new	market	with	less	
competition,	more	receptive	clients	
and	significantly	more	opportunity	
remains	attractive.
Risk	management	is	a	key	part	of	
your	plan	to	getting	started	and	
remaining	compliant.
There	are	several	issues	that	one	
needs	to	consider	when	opening	
in	a	new	country.	Getting	business	
and	hiring	the	right	staff	(or	being	
able	to	transfer	your	own)	are	
obviously	of	crucial	importance	but	
being	able	to	operate	at	all	in	the	
key	areas	of	Perm	and	Contract	
(used	here	as	a	generic	for	Temps,	
Interims,	Freelancers	etc.)	cannot	
be	taken	for	granted.	There	are,	in	
almost	every	country,	regulations	
relating	to	trading	as	an	employment	
agency	and	if	you	are	foolish	
enough	to	operate	non-compliantly	
this	can	have	profoundly	damaging	
consequences.
There	is	also	the	issue	of	corruption	
in	many	parts	of	the	world	which	can	
cause	difficulties	for	the	unaware	
or	uninitiated.	Failure	to	conduct	
an	adequate	risk	management	
assessment	can	potentially	waste	a	
lot	of	time	and	money.
Many	recruiters	of	course	operate	
internationally	from	the	UK	and	this	
mitigates	some	risks,	but	remain	
aware,	if,	for	example,	you	place	
contractors	in	Europe	you	need	to	

W-2	Employed,	1099	Independent	
or	Corp.	to	Corp.	contractors,”	he	
adds.
Kerrie	Wiseman,	CEO	of	relocation	
management	specialists	
Coppergate	International	comments:	
“Every	company	wanting	to	operate	
in	the	US	needs	to	be	well-prepared	
and	professionally	advised.”
Wiseman’s	comments	are	supported	
by	Jamie	Woods,	of	regulatory	
and	risk	headhunters	JCW	Search:	
“opening	in	New	York	has	proved	to	
be	a	great	move	for	us	but	it	would	
have	been	crazy	without	good	local	
advice.”
A	recent	report	in	the	economic	
journal	Valor	Econômico	on	the	
market	in	Brazil	said	that	when	
compared	to	the	American	
recruitment	market	Brazil	is	still	in	
adolescence.	In	Brazil	15	per	cent	
of	companies	use	the	services	
of	a	professional	recruitment	firm	

(penetration	in	Europe	and	the	US	is	
around	70	per	cent).
The	economic	outlook	may	not	be	
the	best	in	the	near	term,	but	the	
lack	of	professionals	is	so	stark	that	
the	prognosis	for	the	recruitment	
industry	is	positive	short	to	long	
term.	It	is	however	a	difficult	place	
to	start	a	business	–	135th	hardest	
in	the	world	according	to	the	
Economist	Intelligence	Unit	(EIU)	
–	and	anyone	wanting	to	operate	
in-country	should	use	competent	
Portuguese	speaking	professional	
advisers!
Many	players	from	the	US	and	UK	
are	looking	to	enter	the	country	
while	many	headhunters	are	
leaving	multinationals	in	Brazil	to	
launch	their	own	companies.
“Foreign	companies	can	place	
contractors	in	South	America,	
as	long	as	they	employ	the	
right	advisors,”	says	Fernando	

Gutierrez,	Head	of	CXC	Global	
in	Brazil	and	this	is	borne	out	by	
others	including	Breno	Cordeiro,	
Managing	Director	of	Ventura	Tec,	
a	technology,	engineering,	oil	and	
gas	recruitment	company:	“Local	
clients	face	hiring	difficulties	due	
to	the	hot	labour	market	and	rigid	
legislation,”	he	says.	“In	addition,	
there	are	limited	numbers	of	
specialist	candidates	in	the	local	
market.	As	a	result,	many	clients	
are	looking	for	an	international	
workforce	to	supply	local	demand,	
creating	opportunities	for	those	
recruiters	who	understand	and	
respect	local	regulations.”

Asia Pac and beyond

”In	Australia,	recruitment	is	highly	
organised	and	regulated,”	says	
Dave	Thomas,	founder	of	CXC	
Global,	“only	slightly	less	so	in	
New	Zealand.	The	main	bodies	in	
Aussie	are	RCSA	–	all	agencies	–	

and	ITCRA	for	IT	Contracting	only.	
ITCRA	operates	in	New	Zealand	
but	has	never	been	strong.”	
Benefitting	from	a	similar	legal	
framework	to	the	UK	and	with	a	
good	proportion	of	ex-UK	recruiters	
Australia	is	often	seen	as	a	‘safe	
bet’.	But	the	Australian	Tax	Office	
can	make	our	own	beloved	HMRC	
seem	like	pussy-cats!	So	sensible	
risk-management	demands	good	
advice	on	structure,	compliance	
and	tax.
Even	across	Europe	one	should	not	
take	the	challenges	of	setting	up	
a	compliant	business	for	granted.	
Each	country	is	different	and	it	is	
vital	that	you	appraise	yourselves	
of	what	you	can	do,	in	those	you	
wish	to	operate	in,	and	what	might	
be	potentially	risky.	Use	your	own	
network	and	use	the	services	of	
skilled	professionals	who	know	
the	market.	Michelle	Reilly	of	CXC	
once	more:	”There	are	still	too	
many	UK	recruiters	who	will	select	

their	management	company	based	
on	who	is	offering	the	highest	
take	home	pay	to	the	contractor,	
whether	it’s	compliant	or	not,	a	
classic	example	of	short-term	gain	
leading	to	long-term	pain!”
Many	UK	recruiters	have	started	
up	in	Singapore	and	Hong	Kong	in	
the	past	few	years;	again	the	use	
of	local	experts	is	essential	as	the	
local	licensing	laws	and	regulations	
can	be	labyrinthine	(‘chopped’	
contracts	anyone?).	
“Those	who	feel	they	can	do	it	in	
Asia	on	the	cheap	or	who	feel	they	
know	better	than	the	market	can	
and	do	suffer,”	emphasises	Bryan	
Lockyer,	CEO	Asia	for	CXC	Global.	
“The	best	incoming	firms	employ	
proper	risk	management	and	use	
professional	local	experts.”	
Evolution	Recruitment	arrived	in	
Singapore	in	September	2011	and	
now	employs	18	local	recruiters.	
It	is	a	thriving	business,	but,	says	
Director	of	Asia,	Chris	Hopkins:	
“The	rules	and	regulations	
for	recruitment	businesses	in	
Singapore	are	constantly	evolving	
and	have	changed	significantly	in	
the	last	five	years.	It	is	imperative	
that	organisations	stay	abreast	of	
these	and	respect	them.	Evolution	
partnered	with	local	experts	to	
ensure	a	soft	landing	and	strong	
risk	management	and	compliance	
–	this	was	definitely	the	right	
decision.”
Dave	Thomas	also	notes	that	in	
China:	“any	organisation	involved	in	
any	part	of	recruitment	can	only	do	
so	as	part	of	a	Joint	Venture	with	a	
local	organisation.	Manpower	have	
been	there	longer	than	CXC	who	
opened	in	2004	and	at	that	time	it	

was	either	FESCO	–	state	owned	–	
or	CXC	for	contractors.	Now	there	
are	more	agencies	but	mostly	in	
Joint	Ventures.”
In	Africa	communications	are	a	
massive	challenge,	even	from	one	
African	country	to	another	and	
security	issues	in	the	54	countries	
of	the	continent	range	from	low	risk	
to	extremely	dangerous.	There	are	
two	logical	places	to	service	the	
continent,	Dubai	(mainly	for	North	
Africa)	or	near	Heathrow	–	easy	
access	and	good	for	time	zones!	
Despite	several	Sub-Saharan	
countries	retaining	some	affection	
for	European	countries,	due	to	
colonial	history	this	is	still	a	hard	
place	to	do	business.	And	don’t	
forget,	most	of	these	countries	have	
strict	visa	requirements	and	limited	
quotas	which	are	jealously	guarded	
by	indigenous	corporates.	
Short	term	contracts	(pro-rata	
perm	fees)	work	in	many	countries	
if	the	client	company	pays	the	
contractor	directly.	Insurance	
issues	also	need	to	be	included	in	
any	risk	assessment.	To	properly	
obtain	work	visas	for	most	African	
countries	you	need	to	have	a	
local	business	in	the	country	–	the	
course	of	action	adopted	by	NES	
and	First	Point.	As	Richard	Putley,	
Managing	Director	of	Executives	in	
Africa,	notes:	“working	in	Africa	is	
complicated	and	rewarding,	both	
for	the	executive	and	the	recruiter.	
It’s	not	surprising	that	most	
recruiters	try	elsewhere	first,	this	is	
not	and	never	has	been	a	continent	
for	the	faint-hearted!”
So	if	there	is	one	message	from	all	
of	this	it	is:	get	local	expert	advice	
before	you	do	anything.	n


