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   Foreword

Blick Rothenberg has engaged Exeter Business School to conduct an international 
research study into the taxation of “internationally mobile executives” (IME). Welcome to 
the highlights of this report.

Increased globalisation in recent decades has dramatically changed the way in which 
multinational enterprises conduct their business across the world. This research is 
therefore intended to help understand how the taxation of IMEs in selected locations 
actually operates and whether there is a difference between what should happen in 
theory and what actually happens in practice. The research focuses on the directors, 
executives and employees who work for multinational entities. 

The study also finds significant risks and uncertainties attached to the complex interaction 
of national rules, together with bilateral and multilateral treaties that do not always 
operate to eliminate additional taxes and charges. The tax and social security systems 

in individual countries are the product of long history, adaptation to worldwide developments and political, cultural and 
social considerations. While there is superficial similarity between each set of rules and practices, the detail varies 
significantly, creating obstacles to efficient compensation planning for IMEs and at times high costs of compliance. 

A survey of international tax practitioners specialising in the area of the taxation of IMEs was conducted, with follow up 
interviews to elicit observations about the problematic issues in practice. The study also draws on publicly available 
information including academic literature and data from the World Bank, Organisation for Economic Cooperation and 
Development (OECD). 

The study provides research data and critical analysis to help “internationally mobile executives” and their employers 
benchmark and understand the ‘best’ and ‘worst’ locations from a tax perspective. We also encourage governments 
to use tax policy as a critical tool to make it easier and less complex for internationally mobile executives to work across 
borders. 

I hope you find this report both interesting and informative.

Mark Abbs

Partner, Head of Expatriate Tax Services
Blick Rothenberg

For the full version of this please see our website here.

http://www.blickrothenberg.com/BlickRothenberg/media/BlickRothenberg/TIME%20study/TIME-Study-Full-Report.pdf
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   About the authors

Blick Rothenberg is a market leading accounting tax and advisory practice. We are a relationship focused firm; passionate 
about providing a high quality, truly excellent, partner-led service.  We deliver this commitment to service quality through 
investment in the best people and innovative technology. Our specialist Expatriate Tax Services team has considerable 
experience in helping employers and executives who work across international borders with tax, social security, payroll, 
and HR issues. 

We were awarded the best International and Expatriate Tax Team at the 2015 Taxation Awards, recognised as a mark of 
excellence within the sector. 

Mark Abbs is a partner at Blick Rothenberg with over 22 years of tax and HR experience, including 16 years in Big 4 
accountancy firms. He is a Fellow of the UK Association of Tax Technicians and Enrolled Agent of the US with broad 
experience of helping organisations manage their global workforce. He is a qualified Expert Witness in the UK, leads 
the BKR International Expat Tax Practice Group in EMEA/Asia Pacific and regularly presents on global mobility issues 
including at meetings of the German, Austrian, Italian, Brazilian, Swiss and Spanish Chambers of Commerce. Mark is a 
Master of Laws in International Commercial Laws and has an MBA in International Management. 

In collaboration with:

The University of Exeter Business School is one of the UK’s leading centres of business education and research, bringing 
together internationally business academics from around the world and attracting students from over 110 countries.

The Business School is recognised for its world-leading research with 94% of research rated as world-leading or 
internationally recognised. 

Professor Lynne Oats is Professor of Taxation and Accounting at the University of Exeter Business School. She is 
Deputy Director of the Tax Administration Research Centre and has written extensively on a wide range of tax policy 
and practical issues. Recent publications include Taxation Policy and Practice (Fiscal Publications), and Principles of 
International Taxation (Bloomsbury Professional). Lynne is Assistant Editor (Accounting) of British Tax Review, Managing 
Editor of the Journal of Tax Administration, and Editor of Taxation: a Fieldwork Research Handbook (Routledge). 

Dr Gregory Morris is a lecturer at the University of Exeter Business School. He worked for many decades in business 
and professional practice. Most recently he was head of the UK and EMEA tax practice of a large international law firm.

As one of the top ten global accounting associations, BKR International represents the combined strength of more than 
160 independent accounting and business advisory firms in over 500 offices and 80 countries. Large enough to offer a 
full range of services, yet small enough to provide personal service and connections, BKR member firms are committed to 
delivering superior client service throughout the world.

Thanks are also due to the tax practitioners who participated in the survey and interviews. 



www.blickrothenberg.com5Taxation of Internationally Mobile Executives

   Introduction

Undoubtedly the global reach of companies has expanded in recent decades, and as a consequence, globally mobile 
employees have become increasingly important. There has been a corresponding growth in the number of expatriate 
employees and both the type of assignments and the types of IMEs has undergone significant change.

The duration of overseas assignments is also changing, with an increase 
in shorter term, project focused assignments engaging a wider range of 
employees; more women and fewer senior executives, for example. 

Nonetheless many of the challenges of global mobility remain the same 
such as the particular challenges faced by expatriates arising from simply 
adjusting to a different cultural, business and social setting. 

The growth in global mobility has significantly increased the importance 
of cross-border issues arising from the interaction of the different regulatory requirements in relation to forms of 
remuneration and compensation arrangements. As the number of countries to which assignees are sent expands, so do 
the complexities associated with the interaction of complex tax, social security, payroll and pension rules. 

IMEs, for the purpose of this study, are employees and executive 
directors who do some work outside their home country and, over a 
period of time, provide their skills, expertise and experience in more 
than one country. The services are supplied to companies or other 
entities within a multinational enterprise (MNE). 

It is widely recognised that the utilisation of employees in various 
parts of the group and in different countries can make a contribution 
to maintaining and enhancing the overall value of the MNE. For MNEs 
and their employees, the tax and other consequences of an employee 

working in more than one country during his or her career can have an impact on the decisions made, the costs incurred 
and the well-being of that employee.

The tax consequences of moving from country to country can be complex. 
Not only is the tax code of the country in which the individual is supplying 
services of relevance, but the tax code of the country of which the IME is a 
citizen, or even that of another country might also be of relevance. The position 
is further complicated by various agreements, at regional level such as within 
the European Union, and bilaterally between countries.

In this context, the rules that exist within a country’s tax code that determine 
exposure to income tax (for example tax residency rules) and those that 
identify what is to be recognised as regular salary or earnings are generally less 
problematic. In contrast, the tax rules that exist in respect of other matters associated with an employment arrangement 
for an IME, such as deferred compensation, can be more complex. 

Many questions can arise, such as which country has the right to impose a 
liability to tax on an IME and in respect of what elements of a compensation 
package does that liability arise? Can a tax deduction against corporate 
profits be taken for any expenses incurred as part of the IME’s compensation 
package? What are the employer reporting obligations? What are the social 

security consequences of remuneration arrangements? What is the timing relationship between the crystallisation of 
liabilities, the satisfaction of those employer and employee liabilities and the recognition of any tax credit under a double 
tax agreement or domestic legislation?

Exponential growth aided 
by low cost communication, 
technological developments 
and freedom of movement of 
goods, capital and people. 

- Baruch et al (2016) ”

“

As the number of countries 
to which assignees are sent 

expands, so do the complexities 
associated with the interaction 
of complex tax, social security, 

payroll and pension rules.

“

”

It is widely recognised that 
the knowledge, skill and 
experience of employees is 
a very important element in 
the generation of value for 
a company and economy. 

“

”

The tax consequences of 
moving from country to 

country can be complex.”
“
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Tax policy has a clear role 
to play in making it easier 

for IMEs to be mobile

The purpose of this study is to explore the complexities of the more 
developed taxation regimes for internationally mobile employees, 
both in terms of the prevailing tax systems of rules and regulations 
as well as their practical operation. The issues arising are considered 
in respect of a number of countries, including members and non-
members of the OECD members, developed and emerging economies 
and members of the European Union (EU). 

The countries have a number of similarities, which, as might be 
expected, result in little or no variation in the tax treatment of IMEs. The study finds, however, significant variation, which 
is an important lesson, in relation to assumptions regarding the likelihood of problematic issues arising. 

We recommend that countries create a universal measurement or index to help 
mobility. This would help individuals make comparisons between the tax regimes 
of different locations and also increase competition between those locations to 
encourage improvements in tax policy for IMEs.

The study encourages governments to use tax policy as a critical tool to make it 
easier and less complex for internationally mobile executives to work across borders. Tax policy has a clear role to play in 
making it easier for employees to be mobile; building strong, sustainable growth; well-designed policies fit for the future 
and the unprecedented growth in the number of employees working outside their home countries.

“
”

The study provides research data 
and critical analysis to help IMEs 
and their employers benchmark 
and understand which are the 

‘best’ and ‘worst’ locations

“

”
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         Part one: Issues and risks

Managing the tax compliance obligations that arise as a result of the 
use of IMEs within a group of companies can be a significant source 
of risk.

It is not only the tax consequences of the various elements of the 
remuneration package that have to be considered but also the 
associated administration requirements imposed by the tax practices 
of a country. 

Failure to evaluate and manage 
the total costs associated with the 
employment can result in financial 
penalties, reputational damage and 

employee dissatisfaction

We say:

With the increased complexities and links between the different types of tax that: 

• Tax advisers should have a broad understanding of how the corporate, personal and employer tax 
issues align and fit together - for instance we are seeing the growing importance of this with BEPS 
and short term business visitors. 

• Companies and employers of IMEs, should have a solid understanding of how to manage the 
combined tax, HR and payroll issues relating to internationally mobile executives. For instance, 
understanding how employees should be valued for transfer pricing and what roles they perform 
to avoid permanent establishment issues.

We say that governments should also use tax policy as a critical tool to make it easier and less 
complex for IMEs to work across borders. Tax policy has a clear role to play in making it easier for 
employees to be mobile; build strong, sustainable economic growth; and provide a well-designed 
business environment fit for the future amid the unprecedented growth in the number of employees 
working outside their home countries. This is critical for the global economy to continue to grow and 
be healthy. It also gives those countries that get the policy and approach right a competitive advan-
tage in attracting IMEs and employers to their location.

There are a wide range of potential problems to manage

Short term 
business 
visitors

Global 
compensation 

reporting

International 
pensions

Employer 
compliance 

reporting

Company
stock  

reporting 

“

”
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What is important is the 
effective tax rate when 

looking at the real tax cost

1.1 Personal income tax 

Tax residence

It is usual practice for individual taxpayers to be taxed in their country of residence (the home country) on worldwide 
income. Upon taking up an international assignment, an important question therefore is where is the employee resident for 
tax purposes? 

Residence for personal income tax purposes is commonly determined on the basis of the duration of physical presence in a 
country and additionally, in some cases, the number of connections to that location. There are often multiple tax residence 
scenarios for an IME to consider.

Many countries choose to treat employees on short term assignments (usually less than 183 days) as non-resident, and 
therefore taxed on a different basis to tax resident employees. Some countries use criteria other than physical presence, 
such as personal and economic ties. The US is unusual in that all US citizens are treated as tax resident regardless of where 
in the world they currently live and work. 

Citizenship

Economic ties

Personal ties Work days

Residence days

There a wide variety of tax residence factors derived from rules in the home location, assignment location(s) and international 
tax agreements.

1.1.1 Rates of personal income tax

Most countries that levy personal income tax do 
so at progressive rates, but some do operate 
a flat tax rate or no tax rate. Worldwide trends 
since the 1970s have been towards a flattening 
of the rates, with an overall lowering of the top 
rate of tax applicable to those on higher incomes. 
However, in the wake of the global financial crisis, current concerns with income and 
wealth inequality have reinvigorated debates about the degree of progression required to  
mitigate inequality.

The differences between countries in this regard 
are a reminder that the question is not just one of 
economic theory, but is also conditioned on social, 
political and cultural factors. The uneven impact 
of income taxes across the income spectrum that 
has led some countries to implement ‘flat taxes’ 
combined with a social dividend, or basic income.

”
“

Across OECD countries we 
find considerable difference 
in the taxation of the family, 
with the dominant practice 
being individual taxation.”

“
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Welfare

Equality

Ideology

Economic 
pressure

Incentivising  
behaviour

Some common factors that influence a country’s tax policy

1.1.2 The tax base: income and deductions 

Evaluating a country’s income tax rate schedule entails more than just looking at the headline statutory rates. What is 
important is the effective tax rate, which brings into account the interactions between income taxes, earnings-related social 
security contributions by employers, welfare benefits and tax credits.

The payments to employees that are generally subject to personal income tax include cash wages and expense 
reimbursements. There may be special rules, such as exemptions, attaching to some of these items. This makes a 
comparison by tax rate difficult because it doesn’t take into account the level of exemptions. 

Tax 
rates

Standard  
of living

Tax reliefs 
and  

reductions

Ease of  
doing  

business

Hidden 
costs

Compliance 
costs

There are several factors to consider when considering the real tax costs:

Where an employer reimburses an international employee for 
the costs of the assignment such as moving expenses, cost of 
living allowances and school fees, such reimbursement in some 
countries is tax free. 

Comparing the headline tax rates of countries is also likely to be 
misleading as many countries offer generous tax reliefs to IMEs to 
attract them to their location and to be competitive in the global 

economy. These reliefs can bring significant tax benefits and lower the actual tax rate applicable to a particular IME. The 
effective tax rate is therefore a much more accurate way of determining the actual tax rate applicable to an IME.

1.1.3 Filing and payment obligations

There are dual payroll withholding risks where the IME might have 
to meet the local payroll obligations concurrently in two different 
countries. This can have a significant negative impact on cash flow. It 
is possible in some situations to manage some of the consequences 
by using certain concessions to reduce the amount witheld to reflect 
that there is also withholding in the other location. 

When adjusting for the common 
expatriate tax reliefs, the effective 

tax rate can be much lower e.g. 15% 
for the first two years rather than the 

headline 45% tax rate

There are dual payroll withholding 
risks where the IME might have to 
meet the local payroll obligations 

simultaneously in two different 
countries. This can have a significant 

and negative impact on cash flow.

”

“

”

“
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Estimated  
tax payments

Tax return 
payments

Payroll 
deductions 
at source

There are many different rules and methods of paying taxes in both the home and assignment location(s):

Many countries operate a self assessment system where taxpayers are responsible for calculating their income tax 
liabilities, filing the appropriate tax forms and paying any tax liability. In some countries, such as the UK, not all employees 
are required to self assess. Due to the relative accuracy of the pay are you earn (PAYE) system that attempts to collect the 
correct income tax periodically throughout the year there is no under or overpayment requiring reconciliation. 

Tax assessment Self-assessment*

* Self-assessment can create additional issues for IME as they must understand and 
apply complex rules, often without much support from tax authorities

1.1.4 Employer obligations

It is of paramount importance for employers to keep accurate records on the movement and obligations of internationally 
mobile employees. Whilst not always easy for a company to do, it is particularly important when the host country adopts 
residence rules that are based on the number of days of physical presence or if there are concessions for short-term 
assignments. 
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Different types of employer tax reporting

Most countries that levy personal income tax do so using a pay as you earn (PAYE) system or equivalent under which the 
employer is responsible for deducting tax from the employee’s wages and remitting it to the tax authority to be treated 
effectively as a prepayment of the employee’s income tax liability. 

In order to remove financial disincentives to international mobility, some employers provide “tax equalisation” payments 
to compensate for differences in the tax regimes in the home and host countries. Tax equalisation arrangements are 
typically based on a hypothetical tax, that is, the tax that would have been paid if the employee had not worked overseas 
(Laks, 2015). This is the tax that is then deducted from the employee’s compensation and the employer then assumes 
responsibility for the actual liabilities in both countries. This makes the international assignment neutral from the employee’s 
point of view but can trigger higher costs and increased complexity for the employer. 

Income tax

Social  
security 
taxes

Other taxes 
e.g. church

Benefit and 
expense 
reporting

Short term 
business 
visitors

Stock/share  
reporting

Different 
types of 

employer tax 
reporting

Employer obligations are often imposed in the assignment location regardless of where the IME is paid or who the legal 
employer is.

The knock-on effect on corporate income tax is sometimes overlooked. This arises primarily when payments to employees 
are not deductible for corporate income tax purposes. In this regard, the recent developments stemming from the OECD’s 
Base Erosion and Profit Shifting (BEPS) project will change the landscape in coming years and arguably increase the 
significance of labour costs and the way in which they are attributed to different jurisdictions for the purposes of corporate 
income tax (see, for example , Tavares & Owens, 2016). 

Home

Assignment 
location

Both



www.blickrothenberg.com12Taxation of Internationally Mobile Executives

Complexity
Tracking IME 

compensation

Compliance 
costs

Negative  
cash flow

Knowledge 
e.g. expenses in 
home country

Corporate  
tax

Frequent employer reporting problems:

A final problematic issue that may arise at the intersection between the employer’s corporate income tax liability and the 
employee’s remuneration is the question of whether and when the employee’s activities in the host country are capable of 
creating a permanent establishment for the home company. If so, this may create a tax charge for the home company in 
the host country, and also deny any short term assignment benefits accruing to the employee for income tax purposes. 

We say:

Include payroll provisions in the OECD model treaty to reduce double tax and double withholding 
issues which are on the rise as secondments become shorter in nature. 

Negative cash flow is a growing issue for this group of IMEs as it is becoming common for there 
to be payroll withholding in both the home and assignment location concurrently, with often a 
significant time lag for tax refund to be paid.

1.1.5 Risks

The foregoing discussion of the various aspects of the taxation of IMEs lays the groundwork for identifying key risks arising 
from the movement of employees to another country. 

The tax consequences of an international assignment may vary depending on the residency status of the IME, which will 
often depend on a strict count of the number of days of physical presence. This means that a failure to keep track of the 
movements of IMEs in and out of host countries can lead to unexpected tax consequences in terms of both payment and 
reporting obligations. 

There is considerable variation in the specific rules that apply in each country, not only for income tax but also for pensions 
and social security contributions. The elements of a compensation package for an IME will be agreed in advance, often 
based on home country practices. The host country tax code may apply in a manner that has not been anticipated, or 
alternatively the host country tax administration may take a different view of the tax treatment of an element or elements 
of the remuneration package. This may in turn lead to double taxation that may not be dealt with under a double tax 
agreement. Additional taxes and possibly even penalties may ensue that become a cost to the home employer. 

One of the important issues regarding employee remuneration and how it is taxed is a question of timing. In many countries 
income from employment is subjected to income tax when it is received, rather than when it is earned, but this is not a 
universal rule. Situations may arise, for example, where payments relating to activities in the host country are not received 
until after the IME has returned to the host country. 
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1.2 Pension and social security contributions

In addition to personal income tax, pension and social security schemes present significant challenges for the management 
of IMEs. In the case of the former, issues arise as to the tax consequences of payments into the schemes (contributions) 
as well as subsequent payments from the scheme (benefits). For the latter, as with pension schemes, country practices 
vary considerably and in addition many countries require employers to contribute to social security schemes by way of a 
payroll tax or equivalent. 

Pension 
fund

Contributions Benefits

Investment proceeds

There are essentially three points at which tax issues arise in the life cycle of pension provision

In many countries, tax incentives are provided for contributions to pension funds. IMEs will often wish to continue to 
contribute to a pension scheme while overseas, particularly considering that “switching schemes can lead to a loss of 
rights and benefits, and because many practical difficulties can arise from having pension arrangements in a number of 
countries’ (OECD (2010: 284). Whether or not pension contributions that qualify for relief in the country of residence will 
continue to qualify whilst overseas may depend on whether the IME becomes resident for tax purposes of the country in 
which the work is performed. It is possible that pension contributions by an IME will fail to qualify relief in either country or 
this can create a significant cost for continued membership of the scheme.

One of our UK survey respondents highlighted EU rules on pensions as being problematic:

EU rules (e.g. free movement of people, free movement of capital) should mean that employee and employer pension 
relief is always available for intra EU IMEs (assuming they’re making contributions to a valid pension scheme in another 
EU country). However, the reality is different and relief is not claimed typically.

International 
agreements

 
Very few tax 

treaties contain 
provision on 

the treatment of 
pension

EU 
harmonsations

 
These rules are 

not effective 
and often do 
not solve the 

problem

International 
definition

 
No universal 
definition of 

what a pension 
is e.g. pension 

vs. social 
security tax

Transfer of  
funds

 
Usually difficult 

to transfer 
pension funds 

to home country 
pension

Lump sum 
treatment

 
Inconsistency 

between 
countries on 

the treatment of 
lump sums from 

pensions

We recommend:

• Pensions are made more mobile for IMEs by developing a truly international pension regime and 
pension vehicle. 

• Increasing the number of tax treaties that provide reciprocal pension relief. 
• Providing a universally accepted definition of a pension and it core attributes
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1.2.1 Social security contributions

Social security can be broadly defined as ‘public policy measures aimed to protect members of society against social 
and economic distress in relation to sickness, economic insecurity, unemployment, disability, poverty, old age and so on 
(Taha et al 2015). Social security contributions are mandatory contributions to the provision of a variety of social security 
provisions, including but not limited to, pensions. 

The question of whether an IME is subject to social security contributions in the host country is quite separate from the 
question of personal income tax. In many cases, the IME will not have a choice as to whether to continue contributing 
to the social security system in the home country, or to switch to contributing in the host country. It is possible that the 
assignee will be insured for social security purposes in both countries. This is a surprisingly complex area of law that is often 
overlooked. There are limited social security treaties in place between countries that operate in a similar way to double tax 
treaties, but these are not as prevalent as treaties dealing with direct taxes. 

Few 
international 
agreements

Common 
double tax 

issues

Compliance 
and 

administration

Voluntary 
contributions

Employee 
concerns with 

changes

Increased 
costs e.g. 
switch from 

France to US

Different 
to tax 
rules

Social security issues:

Social security 
rules (employer and 
employee) are often 

separate to income tax 
rules, and you must 

understand these too as 
they may provide quite 
a different outcome to 

the rules on income tax.”

“

There is sometimes a relationship between social security contributions and the personal income tax base in that in some 
countries the former is deducted from the latter. This may be restricted in the case of higher income employees, and may 
also be restricted to particular types of contributions such as employment insurance. 

The portability of social security entitlements for migrant workers is problematic. Taha et al (2015) consider this issue and 
note that the ability of migrants to claim social security entitlements is affected by definitions of citizenship, residence 
and employment status which, as shown above, can vary considerably between countries. The authors concluded that 
the best access to portability of social security entitlement is in between developed countries, given limited coordination 
between developing and developed countries. 
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1.4 Social security agreements

Given the differing approaches of countries to questions of coverage and funding, a number of them have entered into social 
security agreements to formalise the entitlements and obligations in respect of individuals moving between jurisdictions. 
These agreements themselves differ considerably. A study by Spiegel (2010) on behalf of the European Commission 
examined agreements between EU member states and non EU countries (third states), and found differences in terms of 
coverage and timing. 

1.3 Double tax treaties

There is a complex network of double tax treaties which are entered into on a bilateral basis. Most are based on a model 
treaty devised by the OECD in order to create some semblance of uniformity across different countries and to try and 
eliminate double taxation. These treaties are important as they are used to determine which country has the right to tax 
the income of the employee, the home country where the employee is tax resident or the host country where the work is 
being performed. 

As a general rule, an employee working in a country other than that of his or her residence will be taxed in respect of 
employment income in the country in which the work is actually performed (the source state). This will usually entail physical 
presence ‘when performing the activities for which the employment income is paid’ (OECD 2010). This potentially captures 
all forms of remuneration attributable to the exercise of employment while the employee is not tax resident in the source 
state, regardless of when it is paid to him or her.

The following might be relevant to the taxation of IMEs:
• Article 4 to avoid ‘double residence’ issues
• Article 15 to avoid tax for short business trips
• Article 18 for pension tax relief 
• Article 23 to avoid double taxation

We recommend:

The approach to eliminate double tax via relief through double income tax credits be reformed and 
redesigned to be more efficient as there are a number of examples where double tax still arises. 

We have seen that tax treaties are of benefit to IMEs as they help resolve certain tax conflicts, including 
the elimination of double tax and social security tax. We therefore also recommend that more double 
tax treaties are agreed including the notable example of Brazil which surprisingly does not have such 
a tax agreement yet with the US, Germany or the UK. 

We recommend:

Increasing the number of international social security tax treaties to reduce the number of double 
social security tax situations. 
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In addition to reviewing academic literature and identifying the key areas of concern in relation to the taxation of IMEs, we 
analysed the position in selected jurisdictions in order to provide practical illustrations of problematic issues by using: 

1. An online survey which canvassed the views of a select group of practitioners with expertise in the area; 
2. Interviews with a subset of survey respondents; 
3. Publicly available information from the OECD and World Bank;
4. A review of the tax treatment of the more complex reward and long term incentive arrangements for IMEs working 

across borders; and
5. A general summary of relevant tax rules and practices in 21 countries.

The research data and critical analysis will help IMEs and their employers benchmark and understand which are the “best 
and worst” locations from a tax perspective using qualitative assessments from tax specialists in different locations; and 
whether there is a difference between what should happen in theory and what actually happens in practice.

2.1 The TIME survey

An online questionnaire was designed to assess the common concerns and challenges that IMEs and their employers face, 
to elicit information from practitioners in the countries that form part of this study. The survey was sent to over 60 selected 
tax experts in 17 global locations.  

Participants were advised that the questionnaire was not designed to collect information about the technicalities of the 
respective tax rules, but rather to consider how they operate in practical terms, and in particular to identify problematic 
aspects of the taxation of IMEs in practice.

Please see the full report for details of the survey questiond and the individual responses.

The results (a summary)

Filing obligations on employees

Self-assessment systems are used for individual income tax in 62% of countries surveyed. This puts the onus on the 
IME to determine their own tax liability and submit the appropriate forms to the tax authority. A majority of countries allow 
extensions of time for filing tax returns and the dates for filing vary from 3 to 12 months from the close of the relevant fiscal 
year.

In the case of South Africa, a respondent observed that one problematic issue relates to the use of ID numbers:

“Administrative tax issues … mostly the issue relating to holding a South African bank account for tax refunds. The 
electronic filing system does not automatically prepopulate details for taxpayers without an SA ID number.”

Income tax rules for IMEs

Only 30% of respondents agreed that the residence rules for IMEs in their countries are simple. All locations except Hong 
Kong, distinguish between resident and non-resident employees for tax purposes. In Hong Kong, residence is not relevant 
due to the territorial system in operation there.

Pensions

Respondents were asked whether the income tax relief for employee contributions to pension funds were generous. Only 
Italy and Spain said yes.  

Employer obligations

92% of countries have mandatory payroll withholding requirements that employers must adhere to. Only South Africa, 
strongly agreed that payroll withholding requirements are simple and easy to manage. Only Switzerland said that penalties 
for non-compliance are not insubstantial and in 46% of countries, respondents said that penalties for non-compliance are 
strictly enforced.

   Part two: Our research

http://www.blickrothenberg.com/BlickRothenberg/media/BlickRothenberg/TIME%20study/TIME-Study-Full-Report.pdf
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Hong Kong is the one country that does not operate a PAYE system or similar. Instead assessment is made when the 
employee files an annual return, and two payments are made during the financial year based on the previous year’s 
assessment. 

Social security rules

All countries except Hong Kong report having mandatory social security contributions. Only Italy, South Africa and 
Switzerland agreed that requirements are simple and easy to manage. South Africa also strongly agreed that the social 
security rules require minimal time to comply with.

Administration and compliance burden

In almost half of the countries surveyed, the tax authority is perceived as being easy to deal with, willing to negotiate and 
it is easy to find answers to questions. In several countries, respondents reported that tax officials are not, in their opinion, 
knowledgeable and willing to help. 

Only Switzerland suggested there is a gap between the rules on the books and the rules in practice and that penalties for 
non-compliance are high. 

The risk of audit was assessed to be low in France, Italy, Netherlands and Switzerland.

Overall assessment of TIMEs and double tax relief

Only South Africa, Spain and Switzerland said tax rules for IMEs are clear. Germany, Netherlands and the UK indicated that 
the tax code as it relates to IMEs is not comprehensive. 

In relation to double tax relief, all surveyed countries offer unilateral relief from double taxation in addition to that provided 
under tax treaties. In all countries except Spain, double tax agreements are considered to be effective in eliminating double 
taxation. Only in the US does sub-federal taxation create double tax problems. 

2.2 Practitioner views 

Telephone interviews were also undertaken with some tax specialists. Several themes emerged from these discussions, 
many of which will be recognised by other tax professionals.  

Working with clients

What was important to all of the tax advisors that were interviewed was working closely with the client:

• When gathering all relevant information.  Such information will include not only the information such as length 
of stay and content of the IME’s remuneration package but may also include the eliciting of information that can 
give rise to tax exposures inadvertently.  One example discussed was the sale of the family home in the home 
country at a time when the host country currency exchange rate had changed as against the home country 
currency that resulted in a taxable gain.  As there was no taxable gain in the home country and the family 
home had not increased in value, the IME had not appreciated that an exchange rate movement could give rise 
to a tax liability and had not thought to provide any information concerning the family home to the tax advisor.  

• Being given time to consider what is proposed.  Providing sound, relevant and useful tax advice requires time both 
to consider the consequences of the proposed arrangements and provide advice but also to offer guidance in advance 
of the actual movement of the IME so that the IME (and his or her sponsoring organisation) may take advantage of the 
opportunities that might be available.  As one advisor explained ‘… lots of opportunity to plan … also depends on what 
country they are coming from….’.  The advisor went on to note that the ‘… worst mistake is not call us before they move …’.   

• Understanding the relevant internal structures of the organisation.  The internal structures of sponsoring 
organisations can be complex and it is not always the case that the different departments and units within a sponsoring 
organisation are effectively ‘joined up.  This can lead to the situations in which advice is provided but what actually 
happens on implementation is somewhat different.  In terms of the problems that tax advisors face this can be an 
issue that not only can result in more tax and cost being incurred but may result in having to adopt ‘work arounds’ that 
are not ideal.  As one advisor noted: ‘…generally main issue lies in the implementation … it is well and good for client 
to go ahead … [but] can be quite tricky because of internal processes’.  
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Complexity of the tax code

It was noted by all of the interviewees that the tax codes of their country is complex, at least in parts.  The matters 
associated with this can be considered under a number of headings.

• Is the IME tax resident or not?  One tax advisor noted, “residence rules themselves are really, really complex and 
to try and make somebody understand that and what they can do and cannot do’ can be difficult.”

• New legislation. It was noted that when new legislation is introduced, understandably, it may take some time before 
what may be termed a ‘consensus’ develops between tax advisors (and the tax authority) as to how that new legislation 
is to be understood and applied, as expressed.

• Coherence of the tax code. The tax code of every country has evolved over time.  A consequence of this is 
that there will exist a body of charging provisions but also a considerable number of exemptions and reliefs 
from tax, many of which are relevant to the tax position of IMEs.  Such provisions have to be considered.  Even 
though IMEs can and many do make a valuable contribution to the relevant host country very few countries have , 
“specific regimes to help IME”.  Instead as one tax advisor made clear the tax code is, “overly complicated”. 

• Tax policy. Not many countries appear to implement tax policy that is directed towards IMEs, “no specific regimes to 
help IMEs”. It was generally considered that this was unfortunate given the value that IMEs can bring to the economy 
of a country.  It was pleasing to note that there are welcome exceptions with one tax advisor noting that a policy 
had been adopted to, “attract to our country professions with high added value manager[s] and technical”. If only all 
jurisdictions were this enlightened.

Tax authorities

Tax authorities exercise considerable power in the administration of a tax code within a country.  The outcome of various 
types of interaction between tax advisors and a tax administration can be very mixed.  

• Seeking help and guidance from tax authorities. A tax code can be complex and at times there may arise 
circumstances in which there is a measure of uncertainty so it is often helpful to understand the approach that is likely 
to be taken by the relevant tax authority, this is particularly the case when new legislation is at issue.  There exists in 
many jurisdictions both informal and formal ways in which the tax authority may be approached and discussions take 
place.  Formal advice can often be relatively expensive to obtain and given the time that a tax authority might require to 
consider the matter be a slow process.  It was noted however that the benefit of informal approaches can be somewhat 
limited and then the tax advisor has to assess the reliance that can be placed on the results of such an approach. 

• Dealing with tax authorities when there are problems. Tax advisors aim to avoid such situations but occasionally 
a client will find themselves being investigated.  Such investigations can be expensive, time consuming and frustrating.  
When such situations do arise, it is reasonable that tax advisors expect a consistency in the manner of approach taken 
by the tax authority.  Unfortunately it appears that this is not always the case.  As one tax advisor noted, the way in 
which a particular matter was dealt with, “really seemed to be at the whim of whoever that [tax administrator] officer 
was that was handling the case”. 

2.3 Country evaluations

To supplement the information elicited from the survey of tax professionals, several publicly available sources were used 
to extract information relevant to evaluating the relative attractiveness and ease of operation of each jurisdiction under 
considerations.

Personal income tax rates

For comparison purposes, the OECD provides data for income and tax social security contributions for member countries. 
For example, the full report shows the top rate of income tax, the combined top rate of income tax/social security 
contributions, and the threshold at which the top rate applies. 

http://www.blickrothenberg.com/BlickRothenberg/media/BlickRothenberg/TIME%20study/TIME-Study-Full-Report.pdf
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Employers social security contributions

The OECD (2015) study: Taxing Wages also compares social security tax rate for several countries. See the full report here. 

Whilst the data showed little difference between the top personal income tax rates, the same cannot be said for employer 
social security contributions, which varied much more considerably from 6% in Australia to 44% in France. The OECD has 
also calculated the employer social security contributions as a percentage of total labour costs which showed the same 
levels of variance.

Double taxation and social security treaties 

We have seen that tax treaties are of benefit to IMEs as they help resolve certain tax conflicts, including the elimination of 
double tax and social security tax. The more tax and social security tax agreements that a country has therefore, the more 
support it provides to an IME to manage these conflicts. 

Despite this, there are still some countries with only a few tax treaty agreements and surprisingly some agreements are not 
in place at all. A notable example is that there is no double tax treaty agreement between Brazil and the US, Germany or 
the UK and there are real risks of double taxation for IMEs working from or to Brazil. 

The full report shows the number of double tax and social security agreements that certain countries have concluded, 
which provides an indication of the disparities between jurisdictions. 

*includes ten healthcare social security agreements

Paying taxes: Administrative costs for businesses

The full report includes data from the latest (2016) edition of the World Bank ‘Paying Taxes’ report. ‘Paying Taxes’ uses a 
case study company to measure the ease of paying taxes through the taxes and contributions paid by a medium sized 
company and the compliance burden imposed by the tax system. The World Bank Group reviews and compares the data 
from the different contributors to reach a consensus view.

These figures provide a basis for some comparison in terms of the administrative costs faced by employers. For instance, 
there is a significant difference in respect of time taken to comply with labour tax rules between countries.

http://www.blickrothenberg.com/BlickRothenberg/media/BlickRothenberg/TIME%20study/TIME-Study-Full-Report.pdf
http://www.blickrothenberg.com/BlickRothenberg/media/BlickRothenberg/TIME%20study/TIME-Study-Full-Report.pdf
http://www.blickrothenberg.com/BlickRothenberg/media/BlickRothenberg/TIME%20study/TIME-Study-Full-Report.pdf
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2.4 Complex reward and incentive arrangements

In this part, closer attention is given in the report to more complex reward arrangements and their implications for IMEs 
and their employers. 

More complex reward arrangements create difficulties, and potentially additional tax liabilities for IMEs and their employers, 
with different countries viewing the timing and sourcing of these arrangements differently. 

The four types of reward and incentive arrangement we reviewed are:

Bonuses

Deferred 
compensation

Long term 
incentive  

plans

Stock  
options

Timing and  
sourcing 
issues

Summary of issues

We found that employment reward and incentive arrangements are very complex, and this complexity is often multiplied 
for IMEs who may be subject to the rules of more than one country: 

• “Trailing income”: Issues arise when an individual has worked in more than one country during the life of a long-term 
award such as stock, bonus or deferred compensation. There may be reporting in all of the countries worked in, even if 
the tax event happens some time after the IME has returned home. Robust and accurate tracking is important so that 
the IME and their employer knows what tax, payroll and social security should be reported in the respective countries;

• Different countries may tax the income or gains at different points. Some countries might tax at award or grant, whilst 
others will tax at vest, exercise and/or sale;

• Different countries may source the income or gains in different ways. For instance some may allocate the income in the 
period award to exercise, while the more common approach is award to vest. Some double reporting can arise where 
there is overlap;

• Payroll withholding and social security tax may add further complications as the rules do not always follow that for 
income tax.

 

Obtaining the correct international advice is critical when dealing with these arrangement. See the full report for more 
details of their treatment of these arrangements.

http://www.blickrothenberg.com/BlickRothenberg/media/BlickRothenberg/TIME%20study/TIME-Study-Full-Report.pdf
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2.5 Country summaries

We reviewed the tax rules and practices in selected countries from a variety of publically available sources. The full report 
provides a general summary of the relevant tax rules and practices in the following countries:

• Australia
• Brazil
• Canada
• China
• France
• Germany
• Hong Kong
• India
• Italy
• Middle East: Egypt, Turkey, Bahrain, United Arab Emirates
• The Netherlands
• Portugal
• Singapore
• South Africa
• Spain
• Switzerland
• United Kingdom
• United States

There are a number of other publically available sources of the information on the relative attractiveness and ease of 
operation in each jurisdiction. Please click here for further details.

2.6 We say...

w
Despite extensive research using different methods and sources of data, it is not always easy to benchmark 
which locations are better or worse than others in relation to the taxation of IMEs.

We recommend that IMEs carefully consider what factors are important to them. We have seen that simply 
focusing on the headline tax rate can be misleading. Other factors must be considered, including: 

• Average tax rates and special expatriate tax regimes
• Social security tax rates for the IME and their employer
• How effective a country is at helping the IME manage the international tax system e.g. does it have an 

extensive treaty network?
• What is the tax administrative burden?

It is also critical that the IME carefully considers the ‘quality of life’ rather than the absolute tax cost. The language 
and potential cultural barriers, political stability and the cultural richness of a country should all be taken into 
account.

Ultimately, the question ‘is it a good place for you and your family to live?’ should be at the top of the IME’s list.

From a tax perspective, we have seen that the international tax system is incredibly complex. It is extremely 
important to get the right specialist tax advice from an advisor who understands these rules, but critically also 
recognises the needs of the IME and the employer.

Hopefully this research project has provided useful insight into the tax risks and challenges for IMEs and their 
employers, and has gone someway in helping IMEs understand the differences across locations and how to 
benchmark them. Nonetheless, we recommend countries create a universal measurement and index to help 
mobility. This would help IMEs make comparisons and choices more easily; it would also increase competition 
between countries to encourage improvements in tax policy and practice for IMEs. 

http://www.blickrothenberg.com/BlickRothenberg/media/BlickRothenberg/TIME%20study/TIME-Study-Full-Report.pdf
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