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PREFACE

Over the course of five intensive days, a diverse coalition of workforce program leaders, procurement
strategists, and subject matter experts convened for a "Challenge Sprint" to deconstruct the rapidly
evolving landscape of Employer of Record (EOR) and Agent of Record (AOR) solutions. Our objective
was not merely to define these models as administrative mechanisms, but to stress-test their viability as
strategic enablers for the modern enterprise.

The impetus for this exploration was a shared recognition that the market is shifting. EOR and AOR have
arguably become the loudest "buzzwords" in the contingent workforce industry, yet for many
practitioners, they remain underutilized or misunderstood tactical services. We came together to bridge
the gap between the operational reality of "plugging holes" to get talent in the door and the aspirational
goal of building a defensible, scalable global workforce strategy.

Our process was rooted in radical candor and collaboration. Operating under a "safe space" framework,
participants from industries ranging from retail and logistics to technology and consumer goods shared
their internal struggles, varying maturity levels, and "ah-ha" moments. We leveraged a sprint
methodology—moving rapidly from problem definition to solution design—to dissect the friction that
exists between hiring managers, who view compliance as a barrier, and the enterprise, which views it as
a shield.

Crucially, this Challenge Sprint was completed in partnership with Raise, who provided an advanced and
broad knowledge perspective to the group. Their subject matter experts contributed critical peer review
to the compliance documentation and global regulatory frameworks referenced throughout this report,
ensuring that our findings reflect the rigorous standards required for enterprise implementation.

The perspectives in the room revealed a critical tension: the conflict between the business’s need for
speed—likened to "paying with a credit card" where the interest (risk) is ignored for immediate
gratification—and the procurement mandate for control. To resolve this, our exploration pivoted away
from viewing compliance as a restriction and toward viewing it as "defensibility"—the creation of a
proactive, documented workflow that can withstand judicial scrutiny.

Throughout the week, we challenged legacy assumptions. We explored how EOR/AOR models can "flip"
the supply chain by sunsetting traditional staffing vendors into finder’s fee roles, thereby centralizing
control and reducing costs. We debated the nuances of "white glove" candidate experiences versus the
realities of high-volume automation,. Most importantly, we moved beyond the U.S.-centric view of
"payroll" to address the complex reality of global labor lease licensing and tenure limits that define the
international risk landscape.

This report represents the synthesized intelligence of that sprint. It is a collective roadmap designed to
move organizations from reactive administration to strategic advantage, proving that when architected
correctly, the next generation of EOR/AOR programs can be the most powerful tools in a talent leader's
arsenal.
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Employer of Record (EOR) and Agent of Record (AOR) solutions have fundamentally transcended their

original function as a tactical payroll mechanism or a gap-filling administrative service. Today, they
represent a foundational component of modern workforce management, architected to enable
sophisticated talent strategies such as direct sourcing and compliant global expansion. This evolution
marks a critical shift in how organizations access, manage, and retain top-tier contingent talent in an
increasingly complex and borderless labor market.

Once viewed as an underutilized and purely operational service, the EOR/AOR model must now be
recognized as one of the most strategic pillars of a contingent workforce program. A well-architected
EOR/AOR framework is the key to unlocking a consistent and high-quality candidate experience, which
is paramount in today’s competitive talent landscape. It serves as the essential infrastructure for talent
redeployment, allowing companies to retain institutional knowledge and reduce ramp-up times by
seamlessly moving proven performers to new projects. Furthermore, by centralizing compliance and
simplifying the supply chain, these models provide a powerful mechanism for de-risking the entire
enterprise. As this paper will explore, however, harnessing this strategic potential requires navigating a
landscape of market friction, legal complexities, and varying levels of programmatic maturity.
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To architect a truly strategic EOR/AOR program, it is essential to first understand the market friction
surrounding these models. In recent years, EOR/AOR have become one of the most prominent
"buzzwords" across the contingent workforce industry, creating a tension between its perceived utility
and the practical challenges of implementation. This tension stems from a core conflict between the

operational needs of the business and the risk-management mandates of legal and procurement
departments.

The primary conflict arises from the business's urgent demand for talent clashing with corporate
governance. For hiring managers, the objective is simple: get the necessary skills on board to meet
project deadlines. Program leads often find themselves in a reactive position, attempting to "plug holes"
to satisfy this immediate need. This urgency frequently leads managers to view compliance as a
secondary concern, an administrative hurdle to be cleared as quickly as possible.

"When | try to explain risk avoidance to my hiring managers, it simply
doesn’t matter to them. It’s like paying with a credit card: everyone knows
there’s interest, but in the moment, no one cares. They need it NOW.”

- CW Program Manager

This dynamic places program owners in a difficult position, caught between enabling the business and
upholding enterprise policy. The resistance from legal and procurement teams, who are focused on
preventing misclassification, co-employment, and other liabilities, can create significant delays and
stakeholder frustration. To bridge this divide and move from a reactive to a strategic posture, a clear and
foundational understanding of the EOR and AOR models is the critical first step.
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Building a sound workforce strategy demands precise definitions of Employer of Record (EOR) and
Agent of Record (AOR). While the terms are often used interchangeably, their legal and operational
differences are significant and dictate their proper application within an enterprise. Misunderstanding
these distinctions leads to misaligned processes, increased risk, and a failure to capture the full strategic
value of each model.

The core difference lies in the nature of the relationship established with the worker. An EOR becomes
the legal employer, assuming the direct statutory obligations of that role. An AOR, in contrast, acts as an
administrative and compliance intermediary for independent business entities, without establishing a
direct employment relationship. A clear, comparative analysis is essential for any program architect.
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The legal employer for a worker. For example,
W-2 (US) or PAYE (UK) worker.

Assumes the full legal duties of an employer,
including processing payroll, withholding taxes,
and providing statutory benefits (e.g., insurance,
social security).

Creates a direct employment relationship with
the worker on behalf of the client.

The relationship is one of employment,

governed by labor laws that dictate benefits,
termination, and other statutory requirements.

An administrative and compliance agent for
independent contractors (ICs) or corp-to-
corp engagements.

Vets worker classifications to ensure they
meet legal standards for independent status,
thereby indemnifying the client against
misclassification risk.

Manages contracts, processes invoices and
payments (e.g., 1099 forms in the US), and
handles administrative tasks for the
independent worker population.

The relationship is one of agency, where the
AOR acts as a third-party administrator to
facilitate a compliant business-to-business
transaction.

This distinction in terminology reflects two fundamentally different relationships. Grasping this core ‘

difference in relationship dynamics is critical, as it dictates the first and most foundational step of any
compliant program: mastering worker classification.
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Proper worker classification is the absolute foundation of any contingent workforce program.
Establishing a clear "Workforce Taxonomy" is not merely an administrative exercise; it is a strategic

i imperative. This framework prevents severe legal and financial penalties, ensures proper application of
EOR/AOR models, and aligns talent engagement strategies with specific business needs. The key is to
understand that each worker category represents a distinct channel with its own risk profile,
engagement process, and management approach.

Below is a breakdown of the core worker types essential for a global enterprise, highlighting their
purpose and key compliance considerations.
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Individuals employed directly by the organization and on its payroll. The enterprise is directly

responsible for all statutory obligations, including wages, taxes, benefits, and termination

w 7 D

requirements as dictated by local labor laws.

These individuals have an indefinite Hired on a contract for a defined period or project,

employment contract and form the core these employees provide operational flexibility to

workforce, safeguarding critical knowledge,
maintaining company culture, and filling roles
that require long-term dedication. They are
typically entitled to a full suite of benefits and
enjoy strong legal protections against unfair
dismissal.

Seasonal employees engaged for
predictable recurring peak
periods, such as holiday retail
surges or season-based
recreational activities.

Function on an as-needed, on-call
basis without a guaranteed
minimum of hours.

cover leaves, execute short-term projects, or
augment staff during peak demand. Despite the
limited tenure, they are generally entitled to the
same basic protections as permanent staff.
Compliance requires tracking contract end dates
and adhering to local limits on renewals to prevent

"disguised permanent employment."

Workers in training roles, typically
students or entry-level individuals,
engaged fora shorttermto gain
skill developmentin exchange for

work.

Individuals who freely offer their
services without compensation.
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The category of contingent or external workers encompasses all individuals who are not on the
company’s direct payroll. These workers are typically engaged for temporary needs, specific
projects, or to bridge skill gaps through alternative arrangements or third parties.

Establishing a clear taxonomy for these workers is not merely a semantic exercise; it is the bedrock

of a compliant workforce program. Proper classification is critical because legal definitions, tax

regulations, and benefit obligations vary significantly by jurisdiction. A failure to distinguish correctly

between worker types—such as treating a de-facto employee as an external contractor—can lead to

severe penalties for misclassification

Workers hired and paid by a
third party agency but
performing work under the
direction of the client company
for a limited duration.

Strategic Purpose:

This channel allows for rapid
scaling of the workforce to
cover seasonal peaks, special
projects, or employee leaves
with  minimal internal HR
burden. It is ideal for "try
before you hire" scenarios.

Compliance Considerations:

employer of record. However,
the client must manage co-
employment risk and adhere
to local regulations regarding
equal treatment and tenure
limits (e.g., the EU/UK's
Agency Workers Regulations).

N

The staffing agency is the g
-

[

B

=

Individuals who are employees
of a third-party firm (e.g., a
consulting firm, BPO provider)
contracted to deliver a defined
set of services or outcomes,
typically managed via a
Statement of Work (SOW).

Strategic Purpose:

Allows the enterprise to
outsource non-core functions
to specialists, enabling a focus
on core business activities
while benefiting from external
expertise and potential cost
savings.

Compliance Considerations:

The vendor firm is the
employer and bears primary
compliance responsibility.
However, the client enterprise
must perform due diligence to
ensure its partners adhere to
labor laws, as liability can
sometimes extend to the
client, particularly in cases of
supply chain violations.

Self-employed individuals or
small business entities
engaged under a contract for
services to deliver specific
outcomes. They retain control
over how, when, and where
the work is performed.

Strategic Purpose:

Provides access to specialized,
niche expertise for short-term
needs without the overhead of
long-term employment. This
channel accelerates hiring for
unique skills.

Compliance Considerations:
The primary risk is
misclassification. The client
must ensure the relationship is
genuinely independent and
not "disguised employment"
to avoid significant penalties.
The contractor is responsible
for their own taxes and
benefits.




Crucially, it is the substance of the working relationship—factors like control, integration, and
economic dependence—not the contractual label, that determines the correct classification. Failing
to recognize this can lead to risks like "sham contracting" or "false self-employment.”

"Statements of work and procurement services have often served as a
loophole—when contingent workers couldn’t be engaged directly, they were
shifted under a statement of work. EOE/AOR models present an opportunity to
be more disciplined in how workers are engaged and to improve compliance."-
Global Compliance Expert

Ultimately, a mastery of this taxonomy is the first line of defense in navigating the complex
landscape of risks that every company faces.
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A mature understanding of contingent workforce risk moves beyond a generalized fear of buzzwords
like "co-employment." The strategic focus of a modern program is not simply restriction but the
construction of a defensible program—one that can withstand judicial and regulatory scrutiny through a
clear, documented audit trail of every workflow and decision.

This shift in mindset is captured perfectly by a compliance expert who argued that compliance should be
an enabler, not a barrier.

“Compliance should not be about restriction. Compliance should be
about defensibility."
- CW Program Manager

This means creating a documented record that proves the company followed a rational, consistent, and
compliant process for classifying, engaging, and managing every non-employee worker. When a judge
examines a company's practices, they look beyond the contractual language to the "real world"
workflow. A defensible program can demonstrate what steps were taken to prevent non-compliance,
which significantly mitigates liability even if a human error occurs. Program owners must be particularly
vigilant about specific international risks that carry severe consequences.
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Several countries impose strict limits on the duration of temporary assignments. In Germany, for
example, an agency worker who remains on assignment for more than 18 months automatically
becomes a legal employee of the client company by operation of law. This is not a reversible error; it is a

statutory conversion that carries immense financial and legal obligations.

Engaging workers through a third party is a highly regulated activity in many parts of the world.
Approximately 67 countries require EOR providers to hold special "labor lease" licenses to legally supply
workers to a client. Using an unlicensed provider, even unknowingly, exposes the client enterprise to

significant risk, as the underlying engagement is legally invalid.

While indemnification clauses are a standard contractual protection, their power is not absolute. In a
legal dispute, courts will investigate the actual day-to-day working relationship and will ultimately target
the entity with the "deepest pockets"—the client enterprise. A third-party provider's inability to cover a
major liability will not absolve the client of responsibility. Defensibility, therefore, is a far more robust
protection than indemnification alone.

By building a program grounded in defensibility, an organization can move beyond mitigating risk and
begin to proactively create value.
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The strategic value of a centralized EOR/AOR model extends far beyond
basic compliance and payroll administration. By consolidating the
engagement of direct-sourced, referred, and other previously disparate
worker populations under a single, well-governed framework, an enterprise
can unlock profound benefits in brand perception, talent management, and
operational efficiency. This transforms the EOR/AOR function from a simple

service into a strategic enabler of the entire contingent workforce program.

In a competitive talent market, the candidate experience is a direct reflection of the
enterprise brand. A dedicated EOR partner creates a consistent, high-quality, and
professional journey for all direct-sourced and referred talent. This includes seamless
onboarding, timely payments, and clear communication. This single, positive
experience contrasts sharply with the fragmented and often inconsistent process that
occurs when payroll is handled by dozens of different staffing agencies, each with its
own procedures and standards. A centralized EOR ensures every contingent worker
associated with the company's brand is treated with respect, reinforcing the enterprise's

reputation as an employer of choice.
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One of the most underutilized strategic opportunities in contingent workforce
management is the redeployment of proven talent. High-performing contingent
workers who have successfully completed projects possess valuable institutional
knowledge and a demonstrated cultural fit. However, in a decentralized model, these
individuals are lost once an assignment ends. A centralized EOR partner, acting as the
single employer for this talent pool, has the visibility and infrastructure to seamlessly
redeploy these workers to new projects within the enterprise. This dramatically reduces

sourcing costs and ramp-up time while retaining critical skills and experience.

Centralizing EOR/AOR functions is a powerful de-risking strategy. It consolidates
compliance accountability with a single, expert partner, ensuring that all statutory
requirements are met consistently across the entire population. This centralization also
simplifies the supply chain. Instead of managing hundreds of staffing agency contracts,
the enterprise can strategically sunset legacy or non-compliant vendors and channel
talent through a single, vetted EOR/AOR partner. This provides greater control,
enhances visibility, and establishes a clear, defensible process for managing all non-

represented talent.

Understanding this value proposition is the strategic "why." The next step is to master

the financial "how" by deconstructing the associated costs.
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A hallmark of a mature EOR/AOR program partnership is the move away from a single, opaque markup
toward a transparent and deconstructed cost structure. This sophisticated approach provides the
program owner with the necessary visibility to conduct true cost analysis, ensure all statutory

obligations are being met, and prevent providers from embedding hidden fees. The key to achieving this
transparency is the "Bid Breakdown."

The Bid Breakdown separates the total cost into three core, distinct components, creating an "open
book" financial model between the client and the EOR/AOR provider.

RED FLAGSTO

WATCH FOR

SGA (Sales, General,

Miscellaneous Buckets: In Administrative) FEE
VMS systems, these often

hide fees that are critical for
cost calculations.

STATUTORY
BURDEN

Insurance Gaps: Verify the
provider has a valid policy,
not just a “binder” (quote).
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PAY RATES

This is the direct, hourly wage paid to the worker. It is the baseline component upon which all
other costs are calculated.

STATUTORY BURDEN

This includes all mandatory, non-negotiable costs of employment required by law in a specific
country or jurisdiction. This can include employer-side taxes, social security contributions,
workers' compensation, and other legally required insurance or levies. This component is

variable and location-dependent.

SGA FEES

Including Sales, General and Administrative burdens, this is the EOR provider's fee or markup
for their service. It covers their operational costs, overhead, and profit margin. By isolating this
fee, a company can clearly see what it is paying for the service itself, separate from wages and

statutory costs.

This transparent model stands in stark contrast to a traditional inclusive markup, where all costs are bundled
into a single percentage, making it impossible to verify if statutory obligations are being funded correctly or if
excessive fees are hidden within the rate. This level of detail, however, can present technological challenges.
Many legacy Vendor Management Systems (VMS) are not configured to handle such a granular cost
breakdown. As a result, providers often resort to workarounds, such as using "miscellaneous" fields to input
certain fees. This practice undermines reporting and audit capabilities, highlighting the need for technology
that can support a truly transparent cost structure. An understanding of both cost and value is essential for
assessing a program's position on the maturity spectrum.

"Compliance functions much like a tax within protectionist economies—it
represents a cost of doing business in many countries. Unlike fixed employee costs,
it is a variable expense, often requiring organizations to pay a premium.”

- CW Program Manager
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The EOR/AOR Maturity Model serves as a strategic diagnostic tool, allowing organizations to assess the
current state of their program and chart a clear, intentional course toward optimization. It outlines the
evolution of an EOR/AOR service from a purely tactical, reactive function into a deeply integrated and
value-driven enterprise keystone. The model provides a practical framework for identifying gaps, setting
goals, and measuring progress. The model identifies three distinct levels of maturity and reveals a clear
evolutionary path. A program progresses from a reactive state characterized by decentralized spend and
repurposed staffing vendors (L1), to a more structured and compliant function with specialized partners
(L2), and finally to a proactive and mandated enterprise capability that drives strategic value in sourcing,
branding, and risk management (L3).

At this stage, the program is purely reactive. Sourcing relies heavily on "friends and family" referrals, and
the EOR is simply a mechanism to pay a worker who has already been identified. The ecosystem is
decentralized, often characterized by "rogue spend" where managers use company credit cards or direct
invoices to bypass procurement.

Here, the organization has begun to consolidate. You are likely using a network of niche suppliers to find
subject matter experts, and you have adjusted workflows to incorporate specific EOR/AOR vendors.
Compliance is better managed, but it is often siloed from the broader talent strategy.

This is the target state. At Level 3, the program features Integrated Direct Sourcing with a dedicated
partner and active talent redeployment. The EOR/AOR network is highly specialized by region, ensuring
that partners hold specific licenses for every country of operation. Most importantly, the program is no
longer just about risk mitigation; it is a strategic enabler that simplifies the supply chain and drives brand
consistency.
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This framework is built upon eleven specific indicators which collectively measure the program's
evolution from disjointed, rogue spend to a mandated, value-driven global strategy. By evaluating these
dimensions, organizations can identify specific operational gaps and define the roadmap required to
elevate the EOR/AOR function from a back-office necessity to a strategic enabler.

Talent Sourcing

This indicator measures the sophistication of the organization's method for identifying
talent. It evaluates whether the program relies on reactive channels, such as manager
referrals and "friends and family," or if it has evolved into a proactive, integrated Direct
Sourcing strategy that actively manages talent pools for redeployment.

Ecosystem Alignment

This indicator measures the program's visibility and positioning within the broader supply
chain, specifically how it integrates with and differentiates itself from traditional staffing
services. It evaluates whether the EOR/AOR model operates in the shadows as a reactive
payroll tool, or if it is exposed to the supply base as a distinct, prescriptive channel that
strictly separates the act of "sourcing" (finding the talent) from "engagement" (employing
the talent).

Process Integration

This indicator evaluates the degree to which workflows are customized to leverage the
specific advantages of the EOR/AOR model. It measures whether the program forces
these engagements through standard staffing agency processes or if it has established
unique, streamlined workflows—such as bypassing heavy Statement of Work (SOW)
processes for small, one-off, project-based suppliers.

Global Scalability

This indicator measures the organization's geographic reach and its approach to
international expansion. It assesses whether the program is restricted to reactive, project-
by-project setups in a single country or if it maintains a proactive global framework with
partners verified to hold necessary "labor lease" licenses in regulated jurisdictions.
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Service Level

This indicator gauges the quality and "human touch" of the candidate onboarding journey.
It aims to measure the shift from a purely transactional, automated process to a "White
Glove" service model defined by transparency, decency, and respect, including whether
providers offer direct human contact versus anonymous support queues.

Legal Defensibility

This indicator assesses the robustness of the organization’s compliance framework. It
measures the transition from informal or self-attested classification methods to a
defensible, documented audit trail that proactively manages risks such as
misclassification and international tenure limits (e.g., Germany's 18-month rule).

Technology Integration

This indicator evaluates the connectivity and sophistication of the program's technology
stack. It measures how well the ecosystem integrates the front-end talent acquisition
tools (such as an Applicant Tracking System for direct sourcing) with the back-end
governance of the Vendor Management System (VMS) to create a seamless lifecycle.

Policy Governance

This indicator measures the level of authority the program holds within the enterprise. It
assesses whether adoption is informal and left to hiring manager discretion or if usage is
mandated by corporate policy, ensuring consistent education on classification risks and
eliminating unauthorized engagement channels.

Provider Relationship

This indicator examines the strategic nature of the partnership between the client and the
EOR/AOR provider. It evaluates whether the provider is viewed merely as a tactical vendor
for overflow or as a strategic extension of the brand, held accountable through external
audits rather than simple self-attestation.
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Strategic Value

This indicator defines the overarching goal of the program. It measures the evolution
from a tactical mechanism used solely to pay referrals or mitigate risk, to a strategic
enabler that simplifies the entire supply chain, sunsets legacy vendors, and drives brand
consistency.

Candidate Experience

This indicator measures the consistency and adaptability of the worker's interaction with
the brand. It aims to determine if the experience varies by candidate or if there is a
carefully constructed, high-touch process that can adapt to different worker personas
(e.g., executives vs. non-tech-savvy workers) to ensure retention and satisfaction.

This maturity model provides the "what" and "why" of program evolution; the next step is to create a
practical roadmap for "how" to achieve it.




EOR /AOR Maturity Model

EOR/AOR Maturity Model
Indicators

@ Talent Sourcing
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Q Legal Defensibility
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Provider Relationship

Strategic Value

Policy Governance
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Candidate Experience

Level 2

Reactive

Sourcing is reactive and informal,

relying on manager referralsor friends

and family

Decentralized with no outside
visibility to model

Leverages the same existing
processes used for standard staffing
agencies

Limited to a single country or
domestic-only operations

Serviceis purely transactional with
low visibility into the onboarding
journey

Informal classification with no
standard legal oversight or audit trail

Relies solely on an existing VMS with
manval data tracking

Adoption is informal; left to the
discretion of individual hiring
managers.

Repurposes existing staffing or MSP
vendors into EOR/AOR roles

Used to tactically support basic non-
represented talent not currently
aligned to a staffing vendor

Inconsistent experience across
candidates

Level 2
Structured

Uses a network of niche,
specialized suppliers to find
subject matter experts

Vendors are aware of
alternative models with
limited share of strategy

Workflows are adjusted to
incorporate specialized
EOR/AOR vendors

Reactive expansion; setups
are established only as
individual worker needs

emerge

Focused on operational
efficiency and basic
administrative tasks

Reactionary compliance;
issues are addressed only
when flagged by audits

Comprehensive VMS that is
optimized enterprise-wide
but siloed from other tools

Program usage is required
but lacking authority and
accountability

Specialized EOR and AOR
partners identified and
leveraged exclusively

Enabled for risk mitigation
and regional cost efficiency

Routine and consistent
processes followed without
exception

Integrated Direct Sourcing
with adedicated partner
and active talent
redeployment

Vendors have prescriptive
purpose and visibility to
other channel solutions

Process redesigned to
leverage EOR/AORas a
sourcing channel

Global EOR/AOR support
established and able to act
quickly

Provides "White Glove"
adaptive service based on
transparency, decency, and
respect

Embedded compliance that
creates strong proactive
audit file for defensibility

Optimized lifecycletech;
integrates the direct
sourcing ATS with the VMS

Usage isrequired by policy
to eliminate risky rogue
behaviors

Highly specialized
EOR/AOR networkthat
align by region/country

Strategic enabler that
simplifies the supply chain
and drives brand
consistency

Carefully constructed
process with high touch
that are adaptable as
needed
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Advancing a program's EOR/AOR maturity is a journey that transforms a fragmented and risky

collection of "rogue spend" into a fully integrated, mandated, and value-generating global

strategy. This transformation requires a deliberate, phased approach that combines process —
consolidation, policy enforcement, technology integration, and strategic expansion. The

following roadmap outlines the key phases for this evolution.

_a

)

You cannot manage what you cannot see. The journey begins with identifying and
consolidating all non-compliant or unmanaged contingent spend. This involves
auditing procurement records to find independent contractors paid via company
purchase orders, service providers engaged without proper SOWs, and other forms of
"shadow IT" for talent. The goal is to bring this population under the control of a
single, dedicated EOR/AOR provider. A critical step in this phase is to stop the

Discovery &
Centralization

common L1 practice of using multiple staffing agencies for payrolling referred
workers and instead centralize this function with the chosen specialist partner.

Once the spend is centralized, the next critical step is to establish a formal,
enterprise-wide policy that mandates the use of the EOR/AOR program for all direct-
sourced, pre-identified, and referred talent. This policy must have clear executive
sponsorship to ensure its enforcement. Governance is the key to moving from a
developing program (L2) to a strategic one (L3). It eliminates rogue behavior, ensures
consistency, and provides the program office with the authority needed to enforce
compliance and drive strategic objectives.

( Policy & Governance > (
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— — — — — — — — — — — — — — — — — — — — — — — — — — — — —

A mature program is supported by a seamless digital thread. This involves integrating
the EOR/AOR provider's platform with core HR and procurement technology, most
notably the Vendor Management System (VMS) and any direct sourcing Applicant
Tracking System (ATS). This integration automates the process from talent request
to engagement and payroll, eliminating manual data entry, reducing errors, and
providing a single source of truth for all program data.
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With a solid domestic foundation, the program can expand globally. This involves
building a strategic network of specialized EOR partners by region or country,
ensuring each partner holds the necessary licenses and has deep expertise in local
labor laws. This phase focuses on establishing global compliance standards while

uses the centralized talent pool for redeployment, turning the EOR/AOR framework
into a dynamic talent mobility engine that delivers sustained value to the enterprise.

Ultimately, the success of a program at every phase is measured by the experience of
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its most important stakeholder: the candidate.

Strategic/ Integrated

Value

Structured / Curated

Behavior
Global coverage
Direct sourcing strategies w/
tech enabled
Focus on redeployment and
candidate experience

Tactical / Reactive
Chaos

Behavior

o Distinct EOR/AOR partners
_ selected

Behavior Formal decision tree used

. “Payrolling” friends/referrals Risk checklists created ) o
viarandom agencies Risk: Optimized

High rogue (unmanaged) Risk:
spend

Risk: High : 3
W LOVE THE PROBLEM




In the contemporary landscape of global talent acquisition, the candidate experience for Employer
of Record (EOR) and Agent of Record (AOR) workers has transitioned from a back-office
administrative task to a critical component of employer brand equity. As organizations
increasingly rely on borderless talent, the "perception gap"—where a worker’s daily loyalty lies
with the client while their legal contract lies with a third party—creates a unique friction point.

A high-maturity framework ensures that this administrative distance does not result in a

fragmented worker journey. Failure to align the EOR experience with the corporate culture risks

high attrition, legal "co-employment" confusion, and the degradation of the talent pipeline.

To transition from a transactional model to a strategic one, organizations must map the worker journey

through the lens of Time-to-Productivity and Brand Alignment.

Organizations must ensure a "floor" of service
quality. Whether the worker is a high-volume
seasonal contractor or a niche subject matter
expert (SME), the communication cadence must be
consistent. This minimizes "ghosting" and ensures
that the EOR provider acts as a seamless facilitator
rather than a bureaucratic barrier.

Efficiency is achieved by moving from reactive
"chasing" to proactive "shaping." Mature providers
use automated triggers to alert candidates of
pending documentation (e.g., degree verification
or I-g status) before they become bottlenecks,
utilizing "nudge theory" to keep the onboarding
funnel moving without human intervention.

High-maturity models utilize "Joint Responsibility
Matrices." By providing welcome kits that clearly
delineate who handles payroll (EOR) versus who
handles daily deliverables (Client), organizations
mitigate confusion and reduce the volume of
administrative  inquiries directed at hiring

managers.

Borrowing from consumer-grade logistics, the
candidate should have access to a digital dashboard
showing their "Onboarding Health Score." This
transparency reduces candidate anxiety and lowers
the "touch-per-hire" ratio for the internal HR team.
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Definition: This entails

transparency and maintaining the dignity of service

ensuring  pay-rate

regardless of the worker's job grade or title.

Operational Reality: Whether the worker is a high-
volume machine operator or an executive referral,
the baseline standard of "decency and respect"
must remain consistent. It prevents a two-tiered
system where only high-level consultants receive
human support while others face bureaucratic
indifference.

Value: This consistency protects the client from
reputational damage in the broader contingent
labor market

Definition: The creation of "Safe Harbor" channels
where workers can ask questions or raise concerns
without fear of jeopardizing their contract.

Operational Reality: This gives candidates the
"space and comfort level" to ask questions they
might be afraid to ask a hiring manager, such as
clarifications on payroll or onboarding logistics.

Value: These loops help identify systemic friction
points in the provider's technology stack before
they become widespread operational failures.

In the EOR/AOR context, "white glove" service is not merely a synonym for "politeness"; it is an
adaptive service delivery model that prioritizes the candidate's time and dignity.

Definition: This component requires the explicit
disclosure of local labor laws, tax withholdings, and
benefits parity at the very outset of the
engagement.

Operational Reality: It involves informing the
candidate exactly where they stand in the process
and clearly defining the roles of the partners
involved—clarifying that while they deliver work for
the client, the EOR is their legal employer,.

Value: This level of clarity fosters trust and directly
reduces "day-one" churn and payroll disputes
caused by mismatched financial expectations

Definition: Moving beyond rigid "Standard
Operating Procedures" (SOPs) to solve for edge

cases and individual needs.

Operational Reality: This rejects the "my way or
the highway" attitude toward onboarding. For
example, if a candidate in a region with low digital
infrastructure cannot use an automated verification
tool, the provider must offer a manual alternative
rather than letting the candidate fail,.

Value: This flexibility increases the "Offer
Acceptance Rate," particularly for high-demand
global talent who may reject a cumbersome or rigid
onboarding experience
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A Level 3 maturity model moves beyond "compliance and check-boxes" to Strategic Talent
Integration.

To move beyond the "Green-Light Bias" of
Quarterly Business Reviews (QBRs), organizations
should implement Candidate Shadowing. By
sending internal stakeholders through the same
onboarding portal used by contractors, the
organization can identify "UI/UX friction" that a
provider might overlook. This ensures that the
brand's digital handshake is as polished as its
corporate headquarters.

While EOR workers require competitive benefits to
ensure retention, there must be a calculated
distinction between EOR packages and internal
Full-Time Employee (FTE) benefits. This distinction
serves a dual purpose: it mitigates co-employment
risk by maintaining clear "Employer of Record"
boundaries and creates a natural "pull factor" for
high-performers to seek permanent conversion,
effectively turning the EOR model into a long-term
trial period for top talent.

Not all workers require the same onboarding
"velocity." High-maturity programs segment their
approach:

Executive Referrals: Utilize domestic, high-touch
teams to navigate complex vetting.

Technical SMEs: Prioritize "low-friction" digital-
first workflows.

High-Volume Labor: Focus on mobile-first

communication and rapid document processing.

The greatest risk to the candidate experience is
often the "rogue manager." High-maturity models
provide managers with Prescriptive Playbooks that
define the limits of their authority regarding time-
off, bonus structures, and performance discussions.
By standardizing these interactions, the
organization ensures a uniform experience that
protects both the worker's morale and the

company’s legal standing.

"The brand is too important to just trust. You need to verify."

- CW Program Manager
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@ Benefits of a Mature Candidate Experience

e When executed effectively, a sophisticated candidate experience creates a self-reinforcing cycle
that benefits all stakeholders. This virtuous cycle transforms the EOR/AOR model from a cost
center into a strategic asset that drives long-term value.

A Exceptional Experience s
5 Workers receive professional, Brand Advocacy
o0 transparent, and respectful Satisfied workers become brand
1

treatment throughout their journey ambassadors, referring high-quality

talent to the organization

Enhanced Talent Pool

Talent Retention » :
Referrals and positive reputation

Proven performers are redeployed attract top-tier candidates and

to new projects, retaining reduce sourcing costs

institutional knowledge

High Performance

Quality talent delivers superior
results and becomes eligible for
redeployment
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11.0 Global Compliance Best Practices

\ A "one-size-fits-all," US-centric model is wholly inadequate for managing a global workforce and
exposes an enterprise to significant legal and financial risk. A successful global EOR/AOR
framework requires a nuanced, localized approach that respects the unique labor laws, statutory
requirements, and cultural norms of each country. Navigating international complexities begins
with an awareness of common statutory pitfalls.

Expanding globally is where the "wild west" of EOR meets the hard wall of regulation.
Enterprises expanding globally must be vigilant against several common risks:

o e e e e M e e M M e e Mm M e M Mmm M e e M M e Mm M M e Mmm M M e oy,

1
Ignoring local labor lease license requirements, which can render an !
[
engagement legally invalid from the start in dozens of countries. I

o o m mm e Em mm mm m Em m mm m M R M M R m M M e M M M e MEm M M e M M M e o

| Violating country-specific tenure limits, such as Germany's strict 18-month ‘I
: rule, which can trigger an automatic and irreversible conversion to !
I
' permanent employee status. I

o o e o e M m M M M M M R M M e R M M R M M M e M M m e

Failing to provide pay and benefits parity as mandated by regulations like

\
|
the EU/UK's Agency Worker Regulations (AWR), which require equal :
treatment after a qualifying period. I

Misunderstanding the legal status of different worker types, leading to

Scheinselbststandigkeit or engagements deemed "inside IR35" in the UK),

—— - — iy,

\
I
"sham contracting" or ‘"false self-employment" (e.g.,, Germany's |
I
|
I

which are aggressively prosecuted.

— o e e e M e e mmm M e e mmm M e e Mmm M M M Mmm M M e M e e e e e e

| “Compliance should not be about restriction. Compliance should be about
defensibility. When we all get pulled into the courtroom and the judge
says, 'Show me what you did to prevent this from happening'—if you can

show a documented workflow... you'll be in much less trouble.”
- Global Compliance Officer
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To avoid these pitfalls, organizations must follow a structured, defensible process for evaluating
and engaging workers in any new country. A "one-size-fits-all" or US-centric approach is wholly
inadequate for managing a global workforce and exposes an enterprise to significant legal and
financial risk, ranging from inadvertent employment conversion to severe penalties for utilizing
unlicensed labor providers. Consequently, the evaluation process must shift from a reactive
scramble to a proactive investigation that prioritizes defensibility—the ability to demonstrate a

rational, documented decision-making workflow if challenged by regulators or courts.

This structured approach requires stakeholders to move beyond contractual labels and analyze
the substance of the engagement, determining compliance based on the degree of control,
economic dependence, and integration rather than the job title alone,,. Furthermore, because
approximately 67 countries worldwide mandate specific "labor lease" licenses for third-party
workforce providers, the evaluation must include a rigorous vetting of the partner’s legal right to
operate, ensuring they are not "outsourcing the outsource" through unauthorized
subcontractors. By implementing the following Country Assessment Workflow—which moves
from internal classification review to external legal validation—enterprises can create a
consistent, audit-ready framework that transforms global compliance from a barrier into a

competitive advantage.

The process must begin before a worker classification is assigned. Instead of starting with a job
title, stakeholders must analyze the substance of the engagement: the scope of work, specific
deliverables, reporting structure, and the degree of day-to-day control the client will exercise.
This analysis determines the true nature of the relationship; if a client controls how, when, and
where the work is performed, the worker is likely a de-facto employee regardless of their

contract title.
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MAP LOCAL LAWS

Because legal definitions vary significantly by jurisdiction, organizations must engage in-
country experts to map the defined role to the correct local worker classification—such as
Agency Worker, Independent Contractor, or Fixed-Term Employee. A title or model that is
compliant in one country may be illegal or high-risk in another. For example, the UK's IR35
rules scrutinize "disguised employment," while Germany’s AUG imposes strict 18-month

tenure limits on labor-lease workers.

VET THE PARTNER

Organizations must diligently confirm that any in-country EOR or AOR partner holds the
necessary labor-lease licenses to operate legally. In approximately 60+ countries, third-party
labor supply is a regulated activity requiring specific government authorization. Beyond
licensing, the partner must demonstrate a transparent process for managing local taxes, social
insurance, and benefits—ensuring they are not simply "outsourcing the outsource" through

multiple levels of subcontracting.

ESTABLISH A DEFENSIBLE WORKFLOW

The cornerstone of a mature program is defensibility—the ability to demonstrate a rational,
well-researched procedure if questioned by a court. Organizations should document every
step of the decision-making process for each engagement, moving beyond mere paper
contracts to create a proactive audit trail. This demonstrates that the company did not just
"tick a box" but followed a structured workflow to prevent.

cﬂ’, PROOF OF CONCEPT
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The Employer of Record and Agent of Record market is not static; it is being actively and rapidly
shaped by powerful macroeconomic, technological, and legislative trends. These forces are
cementing the EOR/AOR model's role as an essential component of modern business
infrastructure. Understanding these drivers is key to projecting the future evolution and

increasing strategic importance of these models for enterprise agility and growth.

The following key trends are influencing the EOR/AOR space:

The global shift toward remote and hybrid work models has broken down geographical barriers
to talent. EOR solutions are essential enablers of this shift, providing companies with the legal
and administrative infrastructure to hire top talent anywhere in the world without the

significant cost and complexity of establishing new legal entities in each country.

As the workforce becomes more fluid and geographically dispersed, EOR and AOR models
offer the compliant framework needed to manage this new reality. They provide the
mechanism to engage digital nomads, manage cross-border assignments, and support a

flexible talent strategy that is not tied to a physical headquarters.
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Governments worldwide are increasing their scrutiny of worker classification to protect labor rights
and tax revenues. Regulations like the UK's IR35 rules are becoming more common and more
strictly enforced. This heightened regulatory environment makes the deep compliance expertise of
specialized EOR and AOR partners more valuable than ever, as they help enterprises navigate

these complex and evolving legal landscapes.

The Impact of Al Artificial intelligence is set to transform the compliance and operational aspects
of workforce management. Already, tax authorities like the UK's HMRC are using Al tools to audit
workers and identify misclassification. In the future, EOR providers will leverage Al to conduct
enhanced, real-time compliance checks, automate complex payroll and onboarding processes, and

analyze their talent pools to proactively identify redeployment opportunities, further increasing

the strategic value they provide.

These trends confirm that EOR/AOR models are no longer a tactical service but an indispensable layer of
the modern enterprise operating system. They are evolving into the foundational talent infrastructure that
provides the agility, control, and resilience required to compete and win in a borderless, project-based

economy.
PROOF OF CONCEPT



Conclusion

The era of viewing Employer of Record (EOR) and Agent of Record (AOR) as mere administrative back-
office functions is over. To remain competitive in a fragmented global market, organizations must treat
these models as the foundational layer for a sophisticated, agile talent strategy. Building the next
generation of EOR/AOR programs requires moving beyond "box-ticking" and toward a model that

prioritizes strategic defensibility, candidate experience, and supply chain simplification.

As the global labor market shifts, EOR and AOR programs have emerged as the "lightning bolt"
realization for workforce leaders: they are the primary enablers of Direct Sourcing and global expansion.
The criticality of this topic lies in its ability to transform a decentralized, "rogue" spend environment into
a centralized operational model that protects the enterprise while elevating its brand.

Defensibility Over Compliance: Compliance is not about restriction; it is about building a proactive audit

trail that demonstrates a rational, well-researched procedure if challenged in court.

The Call to Action

Building the next generation of EOR/AOR programs means rejecting the "one-size-fits-all" approach and
embracing adaptive flexibility. It requires holding partners accountable through external audits rather
than relying on "green slides" in a QBR. By integrating lifecycle technology—connecting the ATS front-
end with the VMS back-end—organizations can finally achieve the visibility and redeployment
capabilities that have eluded the industry for decades.

The next generation of EOR/AOR is not just a service; it is a strategic enabler that simplifies the
business, respects the worker, and prepares the enterprise for a future where talent has no borders. It is
time to stop "plugging holes" and start building a model that turns the "tax on agility" into a competitive
advantage.
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