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Introduction

Cross-Border Operations Made Easy

In today’s borderless business landscape, companies can tap into a global talent
pool without being restricted by geography. The rise of remote-first operations has
unlocked numerous opportunities for businesses worldwide to access skilled
professionals from diverse regions.

Indonesia stands out as a top destination for businesses seeking to expand
operations. Indonesia, as Southeast Asia's largest economy, provides a vibrant
and cost-effective workforce, especially in technology, operations, customer
support, and design. For companies in Singapore, Malaysia, Australia, and beyond,
collaborating with Indonesian professionals is a strategic advantage.

This is where an Employer of Record (EOR) becomes a powerful enabler. An
Employer of Record (EOR) enables you to legally manage payroll, taxes, and
compliance for your employees in Indonesia, without the need to set up a local
entity.

The EOR takes care of all local compliance requirements, including payroll
processing, tax deductions, BPJS contributions, and mandatory benefits. While
you retain full control over the employees’ daily tasks and performance, the EOR
ensures full compliance with Indonesian labor laws.

Whether you're a fintech company in Singapore managing backend developers, an
Australian education firm outsourcing content creation, or a European business
expanding its support team in Indonesia, this guide is designed for you.

We'll walk you through how the EOR model works, its role in reducing risks,
accelerating payroll management, and the circumstances under which you may
want to consider establishing a local entity. We'll also highlight the key differences
between an EOR and traditional hiring methods.



What Is an Employer of
Record (EOR)?

An Employer of Record (EOR) is a third-party service provider that legally
employs your workers on your behalf in another country. While it can offer
complete employment services, our EOR services are specifically tailored to
focus on payroll management and administration. We handle payroll
management, ensuring compliance with local tax and labor laws.

We specialize in payroll outsourcing, providing compliant compensation
solutions, with hiring services as an add-on.

How It Works: The Understanding of Responsibility

m Employer Of Record | Client Company

BPJS registration (social security

& healthcare) X
Monthly payroll & income tax

(PPh 21) filings X
Employee benefits administration X



Why EOR Is Beneficial for Your Business

For foreign companies, especially those without a legal entity in Indonesia, an
EOR allows you to:

o Comply with local labor, tax, and social security regulations

¢ Avoid the risk of worker misclassification

o Offer competitive benefits (BPJS, paid leave, pensions)

e Focus on operations, not red tape

An EOR is particularly useful:

 Hiring a small team (<5 people) without setting up a PT

o Market testing before committing to a full legal presence

» Hiring local talent who prefer full employment over contractor status

 Retaining Indonesian employees who return home after working abroad




EOR vs. Contractor Model

Many companies mistakenly opt to hire workers as independent contractors to
avoid the effort and cost of direct employment. But this approach is risky.
In Indonesia, misclassifying a full-time worker as a contractor can lead to:

W
Back payment of taxes Labor disputes Permanent
and benefits and penalties establishment risk, if the

worker is deemed to be
generating local business

Unlike freelancers, EOR employees receive complete legal protection and
benefits and are recognized under Indonesian employment law. This improves
not only compliance but also employee loyalty and retention.



Case Study [N

Managing Indonesian Talent Without
Local Entity

To understand how EOR services function in practice, let's examine a scenario
involving a company expanding its regional operations in the ASEAN region.

The Situation

A Singapore-based SaaS company is expanding its customer support operations
to cater to a growing user base across Southeast Asia. The company aims to
integrate three Indonesian support specialists who will work remotely from
Jakarta and Surabaya. However, the client faces two key challenges:

e It has no legal entity (PT) in Indonesia.

e Avoiding the complexities of setting up a local
entity to manage a small team.

The company initially considered managing the workers as independent
contractors. Legal counsel warns of compliance risks with this approach.

b,
72,

e Misclassification under Indonesian labor law

e Inability of independent contractors to fulfill tax
obligations (PPh 21, BPJS), leaving the company
at risk of non-compliance.

e Limited worker protection, affecting trust and
retention




Engaging an EOR in Indonesia

The client partners with a licensed Employer of Record (EOR) in Indonesia to move
forward compliantly. Here's how the EOR arrangement plays out:

e

1 EOR Issues compliant Indonesian employment contracts

Registers employees with BPJS Kesehatan and BPJS

2 EOR
Ketenagakerjaan (health & social security)

3 EOR Handles monthly payroll, tax deductions (PPh 21), and benefit
contributions

4 EOR Sends monthly payroll reports

Scalability and Future Planning

The client plans to monitor its growth. If it hires more than 10 staff or begins
direct sales in Indonesia, it may consider establishing a PT PMA. For now, the
EOR gives the flexibility to scale smartly without unnecessary overhead or
exposure. This case study is not unique. Similar success stories are unfolding
among:

e Australian edtech firms managing Indonesian
designers

e Malaysian fintech startups building compliance
teams remotely

e European e-commerce brands sourcing Indonesian
customer support agents

The EOR model allows for quick access to talent with legal, financial, and
reputational safeguards in place.



Why EOR Is the Smart
Choice for Foreign

Employers [

Expanding your business abroad shouldn't mean getting entangled in legal red
tape, tax complexity, or labor compliance issues. That's why more global and
ASEAN-based companies are turning to Employer of Record (EOR) solutions as
the smart, low-risk way to hire talent in Indonesia.

1. Scalability and Future Planning

Setting up a legal entity in Indonesia (e.g., PT PMA) typically takes 3—6 months,
not including licensing, tax registration, and opening a corporate bank account.
An EOR, on the other hand, can:

e Let you start operations while

others are still waiting on permits

This is crucial for companies under go-to-market pressure, project deadlines, or
aggressive growth targets.

2. Full Legal Compliance

Indonesia has a worker-friendly legal framework, requiring:

BPJS Kesehatan and
Ketenagakerjaan registration
PPh 21 (income tax) deductions

Written employment contracts
(often bilingual)

Strict rules on termination, leave,
and severance




An EOR ensures:

e All local labor laws are met
e You avoid fines, penalties, and

reputational risks
o Workers are employed under a
legally sound structure

3. Avoiding Worker Misclassification

Hiring Indonesian workers as freelancers or contractors may seem easier;
however, if they:

O
< 0

Work full-time Report to your team

B &
e

Use your tools Have no other clients

Then, Indonesian authorities may view them as disguised employees.
Consequences of misclassification include:

Back taxes and Legal disputes Risk of permanent
benefits owed and claims establishment

With EOR, classification is precise: your talent is legally employed under
Indonesian law.
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4. Scalable, Without Overhead

EOR is ideal for:

e Teams under 10 people
o Early market testing without committing to a full legal presence
e Supporting one-off hires or key personnel in Indonesia

You avoid:

e Costly setup and licensing
e Hiring local directors
e Monthly compliance and reporting obligations

You get:

o A flexible arrangement with low fixed costs
e Administrative simplicity
e Room to grow without heavy upfront investment

5. Cost-Efficient vs. Setting Up a PT

While EOR fees are ongoing (usually a fixed monthly rate or percentage of gross
salary), they're often cheaper in the short term than establishing and maintaining
aPT.

Entity setup X Legal, notary, licensing fees
Director & office requirements X

Required Payroll & tax admin Included X You manage or outsource
BPJS & contracts Included X You manage

Flexibility High X Low until fully operational
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6. Cost-Efficient vs. Setting Up a PT

EOR is no longer a fringe solution. Today, it's used by:

e Startups hiring regionally in Asia without expansion overhead

e Multinational companies (MNCs) managing transitional staff post-

acquisition
o Remote-first businesses that don't want to open offices in every country

With a reliable EOR partner, you can hire, pay, and retain Indonesian talent with
the confidence you would in your home market.
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What the EOR Handles
vs. What You Control S

One of the most appealing aspects of working with an Employer of Record (EOR)
is the clear division of responsibilities between what the EOR takes care of and
what remains in your hands as the client.

This division allows foreign companies based in ASEAN, Europe, or North
America to stay focused on business operations while the EOR ensures full
compliance with Indonesian employment law.

EOR Offers Maximum Efficiency

Partnering with a trusted EOR in Indonesia allows you to delegate all
employment-related administration while retaining full control over your team'’s
output. You manage performance, priorities, and collaboration, while your EOR
takes care of the legal, tax, and HR framework.

Division of Responsibility

Area of Responsibility EOR Handles Client Handles

Legal employment & contracts X

Monthly payroll & payslips X

Income tax (PPh 21) calculation &

v
reporting 2 X
BPJS registration & contributions X
Statutory and customary employee %

benefits
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Area of Responsibility EOR Handles Client Handles

Severance, termination

4
documentation 2 X
HR compliance updates X
Day-to-day supervision &

y y sup _ X
performance reviews
Task management & work output X
Integration with your internal team X
Providing tools, systems, and

g y X

culture

What You Gain from This Setup

Time saved Peace of mind
No need to manage payroll, legal Your workers are legally employed and
filings, or benefits contributions. protected under Indonesian law.

Consistency Scalability
Your team is fully aligned with your Add team members without
internal workflows and culture. expanding HR admin.

Partnering with an EOR is not only about convenience; it allows you to focus your
time and resources on aspects that drive business value while remaining
compliant with local laws and ensuring legal protection.
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Choosing the Right EOR
Partner in Indonesia R

Managing through an Employer of Record (EOR) can provide access to the
Indonesian market, but it is crucial to select the right partner. Although the EOR
model is intended for compliance and simplicity, not all EOR providers exhibit the
same level of integrity, transparency, or expertise.

A weak or inattentive EOR partner can expose your business to compliance gaps,
payroll errors, reputational damage, or tax risks. A dependable EOR effectively
acts as an extension of your team, ensuring that your remote employees are
protected and your company remains fully compliant.

Up-to-date knowledge of

Local Legal Entity Proven HR & Payroll
& Licensing Infrastructure Indonesian Labor Law
Transparent Pricing Structure Flexible Onboarding &
P g Offboarding Process

The best EOR relationships are collaborative, not transactional. Your provider
should care about the following:

) : : Your company’s plans in
Your team’s experience Your risk exposure .
Indonesia

A good EOR helps you scale smoothly now and gives you the freedom to
establish your legal entity when ready.
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The InCorp Indonesia

EOR Approach NS

While most Employer of Record (EOR) providers offer a one-size-fits-all service, at
InCorp Indonesia, we recognize that every company entering Indonesia has
different goals, timelines, and risk considerations.

Some simply want to hire and evaluate talent quickly, others wish to ensure payroll
compliance without legal complexities, and some are ready to outsource
employment under full EOR terms.

We've developed a tiered EOR model to address this range of needs. This uniquely
adaptable framework allows global companies to engage Indonesian talent with
the proper support, control, and compliance.

Full EOR Solution

This is the EOR model. InCorp is the legal employer for your team, while you
oversee their tasks and performance. We handle all local employment laws,
contracts, payroll, BPJS, compliance, and government reporting.

Your employees are hired legally under our licensed PT in Indonesia, ensuring
zero risk of misclassification or labor violations, and giving your team access to
full employee benefits from day one.

Best for:

o Companies without a legal entity in Indonesia
o Remote-first businesses hiring full-time staff
e Teams that need fast, compliant onboarding
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Hiring + Payroll & Compensation Administration

In this model, you are the legal employer (typically via an existing legal entity or
contract structure). Still, InCorp manages the entire employment administration
process, including payroll, BPJS registration, tax filings (PPh 21), and benefits
compliance.

This gives you complete control over employment relationships while
outsourcing the complexity of monthly obligations.

Best for:

o Companies with local legal presence or contracts
e Businesses wanting operational control without building HR/payroll capacity
e Teams that want to avoid administrative or compliance missteps

Why This Matters

Global expansion isn't linear. What works during market entry might not suit your
business six months later. Our tiered model lets you start lean, scale smart, and
transition seamlessly between service levels as your operations evolve.

Many EOR providers are built around rigid systems. We believe in modular
support that gives you the freedom to build your team in Indonesia your way,
without sacrificing compliance or efficiency.
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Partnering with InCorp

Indonesia

At InCorp Indonesia, we specialize in helping international companies like yours
expand into the Indonesian market without unnecessary barriers.

With over 30 years of regional experience, 1,500+ professionals and 15,000+
global clients served, we provide a robust, transparent EOR solution tailored to
your business needs.

Our EOR services include:
Legal employment of Indonesian staff under our licensed PT

Fully compliant contracts, BPJS registration, and tax administration

Monthly payroll processing, benefits provision, and reporting

Ongoing compliance with local labor regulations and employment laws

Support for onboarding, probation, terminations, and future transitions to
your entity

Whether you are a startup growing in your region or a multinational corporation
reorganizing your Southeast Asia operations, we offer local expertise and
support. This allows you to focus on expanding your business instead of dealing
with complex regulations.
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Contact us
InCorp Indonesia (An Ascentium Company)

AXA Tower 36th floor, Jalan Prof. Dr. Satrio Kav. 18
Kuningan, Jakarta Selatan 12940, DKI
indonesia@incorp.asia

indonesia.incorp.asia | cekindo.com | cekindo.cn

In.C@rp

An ascentium Company



