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There	are	a	number	of	shifts — economically,	
politically,	socially — happening	in	the	world	
today that make cross-border business travel 
more complicated than ever. While businesses are 
becoming more global, governments are becoming 
more	concerned	with	protecting	their	borders, 
jobs	and	the	financial	interests	of	their	local	
population…creating	friction	with	business	travel.
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Unique Challenges of Cross-Border  
Business Travel

“Business travel is vital for organizations around the world, and 
workforce mobility is an important driver of competitive advantage, 
as well as an operational necessity.” 
Michael Bertolino, EY Global People Advisory Services Leader

From income tax and social security 
compliance, to the potential creation of 
permanent establishment, tax authorities 
continue to step up their enforcement on the 
movement of business travelers — forcing 
multinational corporations to navigate 
increasing complexity as they look to put the 
right people in the right places at the right time.

According to the Global Business Travel 
Association (GBTA), global business travel 
spending reached $1.33 trillion in 2017, 
advancing 5.8 percent over 2016 levels. 
Spending advanced another 7.1 percent in 2018 
and is expected to expand to $1.7 trillion by 
2022.1

“This pick-up in growth could signify an end 
to the ‘Era of Uncertainty’ in global business 
travel, but rising protectionism is coming at 
precisely the wrong time,” said Michael W. 
McCormick, GBTA executive director and COO. 
“The direction of trade policy is far and away the 
biggest wild card that could impact our forecast 
for global business creating uncertainty that 
could derail the recovery.”2

Compliance is already complicated and 
mismanaged risk involves significant 
consequences. In 2018 alone, there were 84 
public cases of non-compliance with Canadian 
immigration law, resulting in penalties from 
$1,000 CAD to $10,000 CAD. Forty-nine 
organizations have received two-year bans for 
Canadian immigration violations.3  The U.S. has 
also taken strategic action, with 12 public cases 
of noncompliance with U.S. immigration law 
resulting in fines of $275,000 to $34 million.4 
In China, a manufacturer was the subject of the 
largest payroll audit to ever occur in the country, 
resulting in the requirement for payment of 
approximately $25 million in back taxes and $8 
million in penalties.5 

In essence, what has been a period of 
uncertainty in business travel could be followed 
by one of convergence, in which government 
policy and enforcement trends force executives 
to change how they attract and deploy people.

 1 GBTA BTI™ Outlook – Annual Global Report & Forecast, 2018
 2 GBTA BTI™ Outlook – Annual Global Report & Forecast, 2018
 3 Tbd
 4 tbd
 5 EY Tax Policy & Controversy Briefing: Addressing Business Traveler Risk, 2013
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The Complexity of Payroll Withholding for 
Interstate Travel in the U.S.
A decade or so ago, interstate business travel 
in the U.S. wasn’t considered a significant 
tax issue. That’s no longer the case today. 
From tax revenues to monetary penalties for 
noncompliance, states have found they have 
much to gain by using technology to easily 
identify interstate tax violations.

What makes this especially difficult for 
companies and their employees? U.S. states 
have inconsistent, varying requirements 
for employees to file personal income tax 
returns when traveling to a nonresident state 
for temporary work periods. The rules also 
vary for employers to withhold income tax on 
employees who travel outside of their resident 

state for temporary work periods – requiring 
payroll managers to navigate different filing 
rules for all 54 states/territories and hundreds 
of their municipalities. For instance, more than 
half of the states that have a personal income 
tax require employers to withhold tax from a 
nonresident employee’s wages beginning with 
the first day the nonresident employee travels 
to the state for business purposes, while other 
personal income tax states provide a threshold 
before requiring tax withholding for nonresident 
employees.6  In some cases, employees could 
also be legally required to file an income tax 
return in every other state they travel to for 
work, even if they were only there for one day.

 6 Problem: A Patchwork of Complicated Nonresident Income Tax 
Laws – Mobile Workforce Coalition

When does a non-resident employee trigger a tax liability?
• On the first day of travel within Colorado, Montana, Pennsylvania and 20 other states.
• After reaching specific thresholds set by states such as California, Virginia and Georgia.
• In New York, the most onerous state, requirements for employers and employees don’t match.

Source: Mobile Workforce Coalition
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Think Intra-European Travel Is Easy?  
Not Any More. 
The free movement of employees within Europe will be much more limited with the passing of the 
enhanced EU Posted Workers Directive, a revised set of rules intended to give temporary workers the 
same level of pay and benefits as their local counterparts. Under the directive, posted workers are 
entitled to a set of core rights in each EU member state, including minimum rates of pay, maximum 
work periods, minimum paid annual leave, and health and safety standards. Often, companies will be 
required to register their employees with the country where they’re traveling and the process is highly 
onerous for individuals. 

The impact will be widespread. According to the European Parliament, in 2016 there were 2.3 million 
posted workers in the EU, and posting increased by 69% between 2010 and 2016. The directive poses 
new immigration requirements, payroll taxes and other tax liabilities for every business traveler on 
assignment in a non-resident EU member state.7

In Sweden, employers can receive sanction fees of up to 1 million 
SEK for breaking work environment regulations.
Consequences for non-compliance range from monetary penalties to reputational damage. Sweden, for 
example, fines up to one million Swedish Krona for breaking work environment regulations.8 Companies 
could face blacklisting or be denied access to trade fairs. Employees could also be denied access to 
company premises without an A1 certificate identifying which social security legislation applies to the 
employee (under EU rules, a person is only subject to the legislation of one country at a time). Incorrect 
payment of contributions due to home and/or host country also puts social benefits at risk for the 
business traveler. And compliance is onerous, including but not limited to:

• High administrative challenges: The EU requires companies of workers traveling to other 
countries to fill out a registration form (A1 certificate application) for every business traveler, with 
excessive and diverse data requirements varying from country to country. 

• Financial burden: Under the new rules, firms sending workers to another EU country will have 
to cover their travel, board, and accommodation costs, not deduct those costs from the workers’ 
salaries.

• Complexity to managing travel: When booking travel, employees must now take into account 
registration deadlines and country-specific requirements for lodging, etc.

• Employee experience: Travel activity could be limited by the new rules. Planning travel will involve 
added steps in order to adhere to country-specific requirements.

 7 EU Tightens Law on Foreign Temporary Workers, BBC News
 8 Swedish Work Environment Authority
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Impact on Trade, Tax and Talent

The collective rise in populism, protectionism, tax reforms and  
nativism are impacting how organizations approach trade, taxes  
and talent deployment.

Trade

In today’s global economy, moving goods 
internationally can be a complex and costly 
activity. More than ever before, effective 
management of global trade issues is crucial to 
maintaining a competitive advantage. Before 
this new round of protectionism, a steady 
stream of new free-trade agreements made it 
easy to predict growth in business travel. 

“We had about 60 years where global trade 
growth was reliably two to four percent 
faster than GDP growth, but the big free-
trade agreements are scarce now,” says Gary 

Hufbauer, a senior fellow at the Petersen 
Institute for International Economics.

Indirect impacts on business travel include 
higher scrutiny of corporate compliance with 
tax rules and import restrictions. Travelers 
bringing technical equipment, sample products 
or goods for testing are increasingly levied 
import taxes or various forms of value-added 
taxes if they cannot prove that the goods aren’t 
for sale and will not remain in the country.
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Tax

The Organization for Economic Co-operation 
and development (OECD) Base Erosion and 
Profit Shifting Action Plan (BEPS) initiative is 
perhaps the biggest global rewrite of taxation 
laws and regulations in history. Over 125 
countries have pledged to implement the 
initiative, increasing tax risks as countries seek 
to maximize receipts from corporations. 

Broadly, BEPS exists to align taxation with 
real economic activity. Rather than accept tax 
arrangements in which profits are shifted to low-
tax countries in which a company records few 
workers, facilities or sales, the plan encourages 
tax authorities to insist on taxation where 
these markers of real activity occur. The flow 
of business travelers into a country is one such 
area. Today there is a greater likelihood that 

company activities in a country will mandate the 
presence of a permanent establishment, which 
means corporate income tax will be payable.

“Some tax authorities now say the onus is 
on you to prove your position,” says Timothy 
Dalton, Partner and EY Short Term Business 
Travel Lead, Americas. “In the future they may 
ask for more evidence of what you’ve done to 
confirm whether a permanent establishment 
exists. They’ll also have more information at 
hand to verify a company’s claims, thanks to 
the digitization trend allowing data to travel 
more easily between branches and agencies of 
government. If tax authorities detect a steady 
stream of short-term stays, they may aggregate 
those stays for accounting purposes.” 

“Tax authorities have more information at hand to verify a company’s claims, thanks to the 
digitization	trend	allowing	data	to	travel	more	easily	between	branches	and	agencies	of	government.”

Talent

Businesses can no longer easily base their 
talent and business units where it’s most 
profitable, as immigration policies vary widely. 
In countries like Mexico, a business visa offers 
a stay of up to six months for employees 
of foreign companies, with no significant 
limitations on what they can do in the country 
as long as they aren’t drawing a salary from a 
domestic entity. In the U.S., Canada, Australia 
and the U.K., however, regulations state 
clear distinctions between people traveling 
for meetings, conferences, training or other 
functions that support the work they do, and 
people who might be coming into the country 

to perform their main functions — especially 
if they are part of a cycle in which a company 
rotates foreign workers in and out to avoid hiring 
a more-expensive domestic worker. 

The digitization of data also boosts the risk 
profile. Digital records are easier to share 
across government agencies. In the U.S., the 
Internal Revenue Service now uses data from 
the Department of Homeland Security to check 
a company’s tax returns against those of its 
employees for potential inconsistencies. There 
have also been similar approaches adopted 
in countries such as Canada, Singapore and 
Australia.
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Understanding Your Risk
Multinational corporations must navigate complexities as they look to put the right people in the 
right places at the right time. In order to stay compliant with global tax and immigration regulations, 
companies need to understand where their business travelers are, for how long, and the work activities 
they’re doing. Key considerations include:

• Does your organization have a centralized process for identifying and reviewing the tax, social 
security and immigration compliance of your business travelers before they travel?

• Do you have a formal policy for addressing the risk and compliance requirements for your business 
travelers?

• Do you have access to real-time data on immigration and tax requirements for the countries to 
which your employees travel?

• Do you worry that business travelers are triggering tax, social security, immigration or permanent 
establishment liabilities?

Existing processes for understanding an organization’s travel footprint, however, are inefficient —  
resulting in inconveniences for business travelers and complexity for travel and finance managers.

Page 1 Page 1 

What are our clients telling us? 

 Strategy | Experience | Digital 

Inconvenience for the traveler... complicates the job of travel management 

Our goal is to minimize traveler hassle while delivering corporate transparency as early as possible 

Cumbersome 
experience 

Context 
switching 
between 
multiple 
systems 

Duplication of 
data entry 

Late visibility 
of non-

compliance   

Fragmented 
data 

Limited 
visibility of 
travelling 

population 
Cost 

efficiency,  
not just 

compliance 

Inconsistent 
information 

Inflexibility to 
accommodate 

last minute 
travel plans 

Limited 
readily 

available 
information 

and guidance 

An increasingly cross-border workforce exposes companies to risks.
• Immigration — Ensuring that the traveler has the correct permissions to enter a country
• Permanent establishment — Unexpected taxable presence created by cross-border employees
• Employment tax and Social Security — Individual and employer tax / Social Security withholding and reporting obligations, in 

some cases after only one day
• Regulatory compliance — Carrying out activities without the appropriate license can result in penalties and prosecution
• Employee exposure — Unexpected personal tax and immigration exposure
• Employee safety — Not knowing your employees’ whereabouts could pose personal security threats, creating risks around duty 

of care and employment law
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An Integrated Approach to Business Travel Risk 
and Compliance
Transforming this experience begins with data, which is key not only to understanding if business travel 
is creating risk but to solving the compliance issues that could arise. The challenge with collecting and 
analyzing data, however, is three-fold:

• Time-sensitivity of receiving and being able to effectively analyze data when the sources are varied. 
Some organizations, for instance, collect data directly from employees via pre-trip questionnaires 
and calendars, whereas others leverage corporate sources such as time and expense reports and 
data from travel providers.

• Even if the data can identify business traveler populations, the geographical accuracy of their 
movements is questionable. Travel receipts from airlines and leading ground transportation 
providers, for instance, often show the location of the vendor’s headquarters, not the actual 
location where travel occurred.  

• Maintaining consistency of data is difficult across all employees, in all departments, in every region 
around the globe.

The only holistic, accurate and efficient way to ensure employees have the correct immigration 
permissions to enter a country, and that they’re compliant with country-specific taxes triggered 
during travel, is with a solution fully integrated into their travel booking workflow. Leveraging 
the expertise of EY and the data captured in SAP Concur, the EY Travel Risk and Compliance integration 
automates compliance and reduces risk in real-time — offering fast, accurate answers on tax and 
immigration issues, and a seamless employee experience.

Watch the demo video.

https://www.concur.com/app-center/listings/5a0a1b5387a90b1200705abc
https://www.concur.com/en-us/resource-center/videos/ey-business-travel-tax-immigration-compliance
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