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a Global
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Actually Scales € V4

A strategic guide for People leaders and CFOs
expanding internationally.




Rethinking
Global
Expansion

Global expansion rarely fails because of a lack of ambition.
It fails because companies treat Employer of Record (EOR)
and entity setup as a binary choice. In reality, the challenge
is not choosing one path—it is designing a model that
evolves with your business.

You are the one in the room when:

» Finance asks whether a local entity is justified

» A candidate in France needs a compliant contract by Monday

* A senior leader wants to relocate to a country where you have
no infrastructure

That pressure is real—and so is the cost of getting it wrong.

This guide provides a practical framework to help you:

» Decide between EOR and entity with clarity

» Understand hidden operational and financial trade-offs

« Build a global employment model that holds up over time
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Stop Treating
EOR as a Stopgap

The most common misconception
in global employment is that EOR is

temporary and entity setup is the end goal.

The reality is far more nuanced.

EORis a Long-Term Tool

An Employer of Record allows you to hire
compliantly in a new country without setting
up local infrastructure. For many markets,

it remains the right solution indefinitely
depending on headcount, revenue, and risk
tolerance.

Entity is Not Always an Upgrade

Entity setup is often assumed to be the
natural end state of global expansion, but it is
not inherently an upgrade on EOR—it serves
a different purpose.
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At scale, entities enable:

» Cost efficiency at higher headcount levels

e Greater control over employment
structures and benefits

« Stronger local credibility with senior hires
and customers

» Alignment between commercial activity
and legal presence

The right choice depends on whether

a market requires flexibility (EOR) or
operational depth (entity)—not on a fixed
progression between the two.

Hybrid is the Strategy

The most resilient companies intentionally
operate a hybrid model—using EOR in some
markets and entities in others based on real
business needs, not assumptions.




What Actually
Drives the
Decision

There is no universal threshold for entity creation, but there are consistent
signals to monitor.

Key Decision Drivers

+ Headcount concentration: More employees increase compliance exposure

* Revenue activity: Local contracts and sales may trigger tax obligations

» Senior hires: Leadership expectations can influence structure

« Permanent establishment (PE) risk: Employee authority can create tax presence
« Hiring urgency: EOR enables speed; entities require time

When these signals reach a certain density, entity formation becomes not just a
compliance consideration, but an operational optimization step.

In high-density markets, entity structures often reduce long-term cost per
employee, improve legal clarity, and support more advanced commercial activity.
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Mini Case Study 1

Speed vs. Structure

A Series B SaaS company needed to hire a sales
lead in France within three weeks to close a
major deal.

« Entity setup timeline: 3-6 months
* Risk: Losing the deal due to hiring delays

Decision: Use EOR to hire immediately

Outcome:
* Role filled in under 2 weeks
¢ Revenue secured
« Entity evaluation deferred until headcount
reached 5 employees

Insight: Speed can outweigh structural
optimization in early-stage expansion.




The Entity Setup
Reality Check

Leaders often assume incorporation is the hardest part. It is not.

Entity setup triggers a chain of ongoing operational requirements:
» Bank account setup (often months-long)

 Payroll registration and processing

« Tax filings and compliance

 Local accounting and audits

» Ongoing regulatory obligations

e Eventual wind-down complexity

These responsibilities rarely sit with a single team—they fragment across HR,

Finance, and Legal, increasing internal coordination costs.
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Mini Case Study 2

The Hidden Cost of
Incorporation

A fintech company expanded into Germany
expecting rapid growth and set up an entity early.

What happened:
« Hiring slowed due to market conditions
* Only 2 employees onboarded in 9 months
 Finance team spent significant time
managing compliance and audits

Outcome:
« High fixed costs with limited ROI
¢ Internal team distraction

Insight: Premature entity setup can create
operational drag without delivering proportional
value.

@ Pro tip:

Before committing to an entity, map out:
» Operational workload
e Internal ownership
» Outsourcing costs

Then assess whether your team has the
bandwidth to manage it.

@f



How Leadership
Should Think
About ROI

Traditional ROl models often miss the full picture.

Hidden Costs to Model

« Internal bandwidth (HR, Legal, Finance)
 External legal and accounting fees

e Compliance risk exposure

e Cost of errors or delays

The Cost of Distraction
Every hour spent managing payroll registrations or audits
is time not spent on hiring, retention, or growth initiatives.

Employee Experience Impact

Changes in employment structure can affect:
» Benefits continuity

» Perceived stability

 Retention risk

ROl is not just financial—it is operational and human.
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Where
Operating
Models
Break Down

Onboarding is manageable. Ofthoarding exposes weaknesses.

Key Challenges

« Varying notice periods across countries

o Mandatory procedural steps

« Legal risks if processes are not followed precisely

Example: In France, termination requires a registered letter through the postal
system. Missing this step invalidates the process.

Market Contraction as a Stress Test
« Entity: Slow, costly wind-down
» EOR: Greater flexibility to scale down

Your expansion model should be evaluated not just on how it scales up—but how it
scales down.
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Mini Case Study 3

Exit Complexity

A US-based startup reduced headcount in a
Southern European market where it had an entity.

Challenges:
* Mandatory consultation period
» Extended notice requirements
« Legal fees for compliance

Outcome:
* 4+ months to complete terminations
« Significant unplanned costs

Insight: Exit complexity should be considered
before entering a market, not after.




cl

Planning
for EOR-
to-Entity
Transitions

A smooth transition starts early.

What to Plan Ahead:

» Contract alignment
 Benefits continuity

» Consultation requirements
o Communication strategy

Employees experience transitions
personally—not structurally. Poor
communication can erode trust even if the
legal process is sound.
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Building
Your
Decision
Framework

Evaluate each country independently
using these criteria:

e Headcount threshold
» Revenue activity

« Hiring urgency

 Exit complexity

e Internal bandwidth

» Employee experience

Avoid applying a single global rule to
fundamentally different markets.




Hybrid EOR + Entity Model

EOR - Immediate &
Compliance Hiring

Benefits

» Global talent access

» Employee onboarding speed

o Compliant employment and payroll
o Scalability across jurisdictions

Considerations

« Operational control limitations
» Ongoing service costs
» Single Country growth limitations
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Hybrid Model -
Strategic Flexibility

o Start with EOR for speed

« Transition to entity for scale in
single jurisdictions

« Allows immediate hiring, avoids
lengthy setup time, attract and
retain desired talent

Entity - Longer-Term
Control & Local Presence

Benefits

o Global talent access

 Full operational control and risk limitation
» Local market presence

» Cost efficiency and scalability

Considerations

o Setup time and corporate documentation
» Banking & regulatory complexity
« Ongoing compliance obligations




Mini Case Study 4

A Hybrid Model in Practice

A Series C SaaS company expanded into six international markets
over an 18-month period as part of its global growth strategy.

PHASE 1:
Prioritising Speed and Market Entry

The company used EOR to hire in: France,
Spain, Netherlands, and Brazil.

The goal was to enter multiple markets
quickly without committing to local entities.

Within three months, the company hired 12
employees across these regions, avoiding
delays related to incorporation, banking,
and payroll setup. This allowed the team to
validate early market demand with minimal
upfront investment.

PHASE 2:
Identifying Strategic Markets

After the first year, two regions began to stand
out: the UK and Germany.

Both markets showed increasing headcount
concentration, stronger commercial activity,
and a growing need for operational control.
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PHASE 3:
Selective Entity Setup

The company established entities in the UK

and Germany while continuing to use EOR in
other markets. At scale, entity markets began to
function as operational hubs, while EOR markets
continued to provide flexibility for expansion
and experimentation.

This decision was driven by market-specific
signals rather than a blanket policy shift. At
higher headcount levels, entities improved

cost efficiency, enabled local contracting, and
strengthened employer branding for senior hires.

PHASE 4:
Operating a Hybrid Model

The final structure combined:

o Entities: UK, Germany

e EOR: France, Spain, Netherlands, Brazil
Each market was managed based on business
activity, hiring trajectory, and strategic
importance.

Outcome

The hybrid model reduced per-employee

costs in high-density markets while preserving
flexibility in earlier-stage regions. It also helped
the company avoid unnecessary compliance
overhead and align People, Finance, and Legal
teams around a more adaptive global structure.

Key Insight

The company did not transition from EOR to
entity—it built a layered operating model where
both coexist, each serving a distinct role in
supporting growth.



Practical
Guidance tor

Global Expansion

Challenge the Binary Framing

If discussions start with “EOR or entity,”
reframe the question around business
needs.

Map the Full Operational Burden
Incorporation is the beginning—not the
milestone.

Plan for Exits Early

Termination rules vary significantly and
must be understood upfront.

Build flexibility into your model from day
one—because your expansion strategy
will evolve.

Build tor
Flexibility, Not
Perfection

The most effective global employment
strategies are not rigid—they adapt.

Companies that scale successfully treat

EOR and entities as complementary tools,

not competing choices.

By designing a hybrid model aligned to
real business activity, you can:

» Reduce compliance risk

e Improve operational efficiency

e Support long-term growth

Build a global
employment
model that
scales with your
business.

Global expansion is not a choice between
EOR and entity—it is a design decision
shaped by risk, speed, and long-term
operating structure.

Talk to global employment experts at
Oyster and Vistra to design a compliant,

scalable model for your next market
entry—combining EOR flexibility with
entity structuring and governance built
for long-term growth.

Whether you are:

» Entering new markets quickly

« Evaluating entity setup thresholds

e Or building a long-term hybrid
structure

We can help you design the right operating
model from day one.
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https://www.oysterhr.com/vistra

