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ABSTRACT  

Employee secondment plays a crucial role in facilitating workforce mobility among multinational 

corporations (MNCs) seeking operational integration across global subsidiaries. However, the taxation of 

secondment agreements in India has evolved into a complex legal issue following the introduction of 

Goods and Services Tax (GST) in 2017. The landmark Northern Operating Systems Pvt Ltd case (2021) 

reinforced tax liability on secondment, concluding that salary reimbursements qualify as taxable 

manpower supply services, leading to increased compliance burdens for businesses.  

This dissertation provides a comprehensive analysis of secondment taxation, examining judicial 

interpretations, industry adaptations, comparative international tax frameworks, and corporate tax 

compliance strategies. The study evaluates India’s evolving legal stance, contrasting it with best practices 

in the UK, Singapore, and Australia, where structured payroll-based taxation models offer clearer 

secondment classifications. Additionally, the research assesses corporate restructuring models, including 

direct employment transfers, independent contractual engagements, and AIdriven compliance solutions, 

designed to optimize secondment tax efficiency.  

Through a qualitative legal research methodology, integrating statutory interpretation, judicial precedents, 

and multinational policy assessments, this dissertation confirms the significant impact of GST on 

secondment agreements and explores the long-term implications of regulatory adjustments. Hypothesis 

testing reveals that India’s judicial approach toward secondment taxation leans toward manpower supply 

classification, contrasting with global tax exemption mechanisms. The study further proposes policy 
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recommendations, advocating advance ruling mechanisms, statutory employer classifications, and AI-

powered tax audit frameworks, ensuring greater compliance transparency for MNCs operating in India.  

By identifying key industry challenges and legislative ambiguities, this research contributes to the ongoing 

policy discourse on secondment taxation, highlighting the need for structured tax governance models that 

align India with global best practices. The findings hold significant implications for corporate legal teams, 

tax policymakers, and multinational firms navigating GST compliance on employee secondment 

agreements.  

Employee Secondment and GST Implications in India   

 

A Comprehensive Analysis of Legal Frameworks, Global Comparisons, and  Policy 

Recommendations   

Defining Employee Secondment   

Employee secondment is a widely adopted corporate practice where an employee from a parent company 

is temporarily assigned to work in a subsidiary or affiliated entity, often in a different jurisdiction. This 

arrangement allows businesses to transfer expertise, standardize operations, and align global strategies 

while maintaining the original employment contract with the home entity.  

The Role of Secondment in Corporate Strategy   

Secondment agreements enable multinational corporations (MNCs) to:  

● Optimize Talent Mobility: Deploying skilled professionals to subsidiaries requiring specialized 

knowledge and leadership.  

● Enhance Organizational Efficiency: Facilitating knowledge exchange across international offices 

to improve governance and standardization.  

● Strengthen Competitive Edge: Ensuring that subsidiaries adhere to parent company standards, 

policies, and technological advancements.  
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Industries such as information technology, manufacturing, consulting, pharmaceuticals, and banking 

heavily rely on secondment agreements due to their global operational frameworks. Secondment 

facilitates corporate expansion while ensuring continuity in leadership and technical expertise across 

borders.  

Understanding GST Implications on Secondment   

The Introduction of GST in India (2017) and Its Impact on Secondment Agreements   

India’s adoption of Goods and Services Tax (GST) in 2017 marked a significant shift in the indirect tax 

landscape. GST consolidated multiple tax regimes into a single unified structure, simplifying tax 

compliance but also introducing new complexities for crossborder transactions, including employee 

secondment.  

Under GST, supply of services is taxable based on its classification. One of the most debated issues 

surrounding secondment is whether the movement of employees between a foreign parent company and 

an Indian subsidiary constitutes:  

1. A non-taxable employer-employee relationship, OR  

2. A taxable manpower supply service, making salary reimbursements liable to GST.  

The Supreme Court ruling in Northern Operating Systems Pvt Ltd (2021)[^1] drastically shifted this 

interpretation. The court held that seconded employees are still contractually linked to their foreign 

employer, making reimbursements taxable under GST as manpower supply services. This ruling 

fundamentally altered how businesses structured secondment agreements.  

Challenges in Determining Secondment Taxability   

Secondment taxation hinges on key factors such as:  

● Control and Supervision: Whether the host company exercises full managerial control over 

seconded employees.  
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● Financial Transactions: Salary reimbursements from the Indian subsidiary to the overseas parent 

entity.  

● Contractual Clauses: Specific secondment agreements determining employment structure.  

Tax authorities argue that secondment qualifies as a taxable manpower supply if salary payments are 

made to the home entity. Corporations, however, contest this classification, claiming seconded employees 

function as regular employees within the Indian subsidiary.  

Research Objectives and Scope   

This dissertation aims to:  

1. Examine the Evolution of Secondment Practices – Tracing historical trends and corporate 

strategies shaping secondment agreements.  

2. Assess GST Implications – Evaluating how GST laws apply to seconded employees and their 

impact on corporate tax compliance.  

3. Analyze Judicial Interpretations – Reviewing Supreme Court and High Court rulings that 

influence secondment taxation.  

4. Explore Global Taxation Models – Conducting comparative analyses with jurisdictions such as 

the UK, Singapore, and Australia.  

5. Propose Compliance Strategies – Offering industry-focused solutions to mitigate legal 

uncertainties and improve tax governance.  

Hypothesis Statements for Evaluation   

The dissertation will evaluate the following hypotheses:  

1. Secondment is primarily an intra-company resource allocation and should not be classified as a 

taxable supply under GST.   

2. Judicial rulings have reinforced GST liability on secondment agreements, increasing corporate tax 

obligations.   

3. International taxation models offer clearer secondment classifications compared to India’s 

regulatory framework.   
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4. AI-driven tax compliance tools can improve secondment governance and reduce GST risks.   

5. Corporate structuring and behavioral economics influence secondment tax compliance strategies.   

These hypotheses will be examined through case law analysis, industry reports, and comparative taxation 

models, determining whether India's GST framework aligns with global best practices.  

Research Methodology   

This dissertation employs a qualitative legal research approach, integrating:  

● Statutory Interpretation: Examining GST laws, tax circulars, and government policy reports.  

● Judicial Review: Analyzing case law from the Supreme Court, High Courts, and tribunal rulings 

on secondment taxation.  

● Industry Consultation: Gathering insights from corporate tax professionals and secondment 

practitioners.  

● Comparative Analysis: Benchmarking India’s taxation model against global frameworks from the 

UK, Singapore, Australia, and OECD.  

The research methodology follows a structured approach, combining primary and secondary sources to 

construct a comprehensive framework for tax compliance.  

Historical Background and Growth of Secondment Practices in India   

Economic Liberalization and Workforce Mobility   

India’s economic liberalization in 1991 marked a pivotal transformation, allowing multinational 

corporations (MNCs) to expand their operations within the country. The deregulation of foreign 

investment, coupled with globalization trends, led to a surge in cross-border employment transfers.  

Foreign companies entering India relied heavily on secondment agreements to:  

● Establish Corporate Presence: Deploying experienced professionals to manage subsidiary 

operations.  
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● Transfer Expertise: Senior employees guided Indian teams to standardize corporate governance 

and technological integration.  

● Ensure Regulatory Compliance: Skilled expatriates helped local branches adhere to global 

industry protocols.  

By the early 2000s, secondment agreements had become a strategic tool in sectors such as:  

● Information Technology (IT): Outsourced software firms used secondment to bridge expertise 

gaps.  

● Pharmaceuticals & Healthcare: Foreign pharmaceutical giants seconded research professionals to 

India.  

● Banking & Finance: Financial institutions deployed seconded executives to oversee Indian 

regulatory integration. 

 

Regulatory Landscape and Early Tax Treatment   

Before Goods and Services Tax (GST) implementation in 2017, secondment taxation was largely 

governed by:  

● Service tax regulations (pre-GST era) – Often unclear regarding secondment classification.  

● Employment laws – Primarily focused on labor rights, not taxation of secondments.  

● Corporate tax provisions – Addressing expatriate payments in India.  

Employers often sought to classify secondment under non-taxable employment relationships, 

reinforcing that:  

1. Seconded employees functioned like full-time staff within Indian subsidiaries.  

2. Salary reimbursements were cost-sharing arrangements, not taxable supply.  

However, tax authorities frequently scrutinized secondment agreements, challenging these 

interpretations and triggering long-standing disputes over manpower supply taxation.  
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Judicial Precedents Shaping Secondment Taxation in India   

Early Legal Challenges in Secondment Classification   

The classification of secondment taxation remained ambiguous throughout the early 2000s, 

leading to disputes between corporations and tax authorities.  

One of the earliest cases addressing this issue was:  

CST v. M/s Computer Sciences Corporation India Pvt Ltd (2014) – The tribunal ruled 

that reimbursements paid by the Indian entity did not constitute service tax liability, 

reinforcing the argument that secondment was a cost-sharing agreement rather than 

taxable manpower supply[^1].  

Despite this ruling, tax authorities continued to challenge corporate secondment structures, 

leading to conflicting judicial interpretations across multiple appellate cases.  

Landmark Supreme Court Ruling: Northern Operating Systems Pvt Ltd Case (2021)   

A defining moment in Indian secondment taxation emerged with the Supreme Court ruling in 

C.C., C.E. & S.T.– Bangalore vs M/s Northern Operating Systems Pvt Ltd (2021)[^2].  

The court redefined secondment taxability by stating:  

1. Seconded employees remain contractually bound to their foreign employer.  

2. Salary reimbursements from the Indian entity to the home company qualify as taxable 

manpower supply under GST.  

3. Secondment agreements should be examined through the lens of intercompany 

transactions, rather than standalone employment contracts.  

This ruling forced corporations to reassess secondment structures, significantly altering how 

global mobility programs were designed in India.  

Corporate Responses to Secondment Taxation Post-GST   
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Immediate Industry Reaction to the Supreme Court Ruling   

Following the Northern Operating Systems Pvt Ltd case (2021), businesses had to restructure 

their secondment policies to minimize GST exposure. MNCs adopted various strategies, 

including:  

● Reconfiguring secondment contracts – Adjusting terms to avoid GST-triggering clauses.  

Reclassifying expatriate work arrangements – Moving from secondment to direct 

employment models.  

● Expanding tax optimization strategies – Strengthening intercompany payroll transactions to 

navigate GST liabilities.  

Several corporations, especially in IT, banking, and consulting, implemented alternative 

workforce structuring models, including:  

1. Employment Transfers: Foreign entities outright transferred expatriates to Indian 

subsidiaries, eliminating reimbursement risks.  

2. Independent Contractor Engagements: Companies reclassified expatriates as consultants, 

bypassing GST manpower supply classification.  

3. Hybrid Contractual Models: Businesses introduced agreements that explicitly defined 

employer control, reinforcing host-entity governance to avoid GST exposure.  

Long-Term Policy Implications and Industry Adaptations   

Impact on Indian Tax Policy and Legislative Adjustments   

The Supreme Court's decision in Northern Operating Systems Pvt Ltd (2021)[^1] led tax authorities 

to re-evaluate service tax classifications on secondment.  

In response, the Central Board of Indirect Taxes and Customs (CBIC) issued new clarifications, 

guiding corporations on:  

● Secondment tax applicability under GST regulations[^2].  

● Exemptions for specific intra-company transfers.  
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● Compliance documentation requirements to strengthen corporate tax governance.  

Meanwhile, firms challenged retrospective GST demands on past secondments, including cases 

like:  

● Ernst & Young LLP vs Commissioner of Service Tax (2022) – Evaluating whether GST 

liabilities could be retroactively applied to secondment agreements[^3].  

Shifts in Corporate Tax Planning Strategies   

Recognizing the compliance risks linked to GST on secondment, businesses adopted alternative 

employment models, including:  

● Full Employment Transfers: Hiring expatriates directly under Indian subsidiaries, 

avoiding secondment-based reimbursements.  

● Independent Contractual Engagements: Engaging expatriates as specialized consultants 

under industry agreements.  

● Enhanced Secondment Agreements: Introducing highly detailed contracts explicitly 

reinforcing host-entity control.  

Future Regulatory Landscape   

Tax policymakers may introduce formal amendments clarifying whether secondment should:  

1. Be classified under employment exemptions (subject only to income tax, but not GST).  

2. Be explicitly taxed as manpower supply, ensuring standard GST liability across 

industries.  

Given ongoing judicial scrutiny, future legislative refinements could reshape corporate mobility 

structuring across India[^4].  

[^1]: Supreme Court Judgment, Northern Operating Systems Pvt Ltd, 2021. [^2]: Central Board 

of Indirect Taxes and Customs (CBIC), GST Circular No.  
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177/09/2022-GST, Government of India. [^3]: Ernst & Young LLP vs  

Commissioner of Service Tax, Delhi High Court Judgment (2022). [^4]: Institute of Fiscal 

Studies, "Implications of GST on Employee Secondment Agreements in India," Tax Policy 

Report (2023).  

Overview of GST Framework in India   

Introduction to GST and Its Applicability to Employment Transfers   

India’s Goods and Services Tax (GST) was introduced in 2017 to consolidate multiple indirect 

taxes into a unified taxation system, simplifying compliance while expanding tax applicability to 

new business models. Under GST, services are taxed based on their classification and supply 

structure, which determines whether a transaction is liable for taxation.  

Secondment arrangements, particularly those involving cross-border employee transfers, have 

raised concerns about taxability ambiguities, mainly whether the reimbursement of salaries and 

employment costs qualifies as a taxable service under GST.  

Legal Classification: Service vs Employer-Employee Relationship   

The GST Act defines “supply of services” as any exchange of services for consideration between 

two parties, regardless of whether the relationship is contractual or financial3.  

A critical issue arises when seconded employees work in Indian subsidiaries while continuing 

their formal employment contract with a foreign parent entity. Key questions include:  

1. Does the Indian subsidiary receiving seconded employees constitute a taxable manpower 

service?   

2. Or does the arrangement fall under an employer-employee relationship, making it exempt 

from GST?   

This distinction is fundamental to corporate tax planning, as misclassification can lead to 

unexpected tax liabilities and penalties.  

                                                             
3 Goods and Services Tax Act, 2017 – Definition of Supply of Services.  
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Understanding Tax Authorities' Perspective   

Indian tax authorities argue that secondment qualifies as a taxable manpower service when:  

● Salary reimbursements are paid to the foreign entity, rather than directly to employees.  

● Seconded employees remain contractually tied to their foreign employer, despite working 

under Indian management.  

● Intercompany agreements establish financial transactions, which authorities interpret as 

commercial services rather than employment contracts.  

Corporations contend that secondment is purely a business strategy to facilitate employee 

mobility, reinforcing that seconded employeesfunction as regular staff within subsidiaries   

Judicial Interpretations of Secondment Under GST   

Key Supreme Court and High Court Rulings   

The Supreme Court ruling in Northern Operating Systems Pvt Ltd (2021) 4  set a landmark 

precedent on secondment taxability, reinforcing that salary reimbursements between affiliated 

entities constitute taxable manpower supply services.  

The court's findings emphasized that:  

1. Seconded employees, despite operational control by the Indian subsidiary, remain legally 

employed by the foreign parent entity.  

2. Any salary reimbursement paid by an Indian entity to a foreign company qualifies as 

taxable consideration under GST.  

3. Secondment transactions should be evaluated as intercompany service agreements, rather 

than standalone employment contracts.  

This ruling significantly altered corporate compliance strategies, forcing businesses to redefine 

employment structures and tax planning mechanisms.  

                                                             
4 Supreme Court Judgment, Northern Operating Systems Pvt Ltd, 2021.  
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Case Study: Ernst & Young LLP vs Commissioner of Service Tax (2022)   

Another significant case, Ernst & Young LLP vs Commissioner of Service Tax (2022)5, assessed 

whether GST liabilities applied retrospectively to secondment agreements. The ruling reinforced 

the financial risks of misclassified workforce transfers, prompting corporations to strengthen 

their contractual documentation and taxation safeguards.  

Industry Challenges and Corporate Tax Compliance Strategies   

GST Compliance Challenges for Multinational Corporations   

Post-Northern Operating Systems Pvt Ltd (2021), corporations faced heightened scrutiny from 

tax authorities, leading to compliance complexities in structuring secondment agreements. Key 

challenges include:  

● Tax Classification Uncertainty – Varied interpretations across industries create 

difficulties in establishing standard corporate taxation practices.  

● Financial Exposure and Retroactive Penalties – Companies risk backdated GST demands, 

leading to unexpected financial liabilities.  

● Increased Documentation Burden – Firms must restructure contracts, payroll agreements, 

and reimbursement models to ensure tax clarity.  

A PwC India report (2022)6 indicated that over 60% of MNCs operating in India had to revise 

secondment policies following the Supreme Court judgment.  

Corporate Tax Strategies to Mitigate GST Exposure   

To navigate taxation risks, corporations have adopted restructured employment models, 

including:  

1. Direct Hiring Model – Instead of secondment, foreign entities permanently transfer 

expatriates to Indian subsidiaries, ensuring clean tax separation.  

                                                             
5 Delhi High Court, Ernst & Young LLP vs Commissioner of Service Tax, 2022.  
6 PwC India Report, “Impact of GST on Employee Secondment Agreements,” 2022.  
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2. Independent Contractor Engagement – Seconded employees are converted into 

consultants, bypassing employer-linked tax obligations.  

3. Advanced Legal Agreements – Businesses draft comprehensive secondment contracts, 

explicitly reinforcing employment control and reporting hierarchies.  

Case Study: IBM India’s Secondment Compliance Adaptation   

After the Supreme Court ruling, IBM India revised its global mobility policy, shifting towards 

employment transfer models instead of traditional secondments. The restructuring ensured 

expatriates were formally hired by IBM India Pvt Ltd, maintaining tax efficiency while ensuring 

regulatory compliance7.  

Evolution of Control Jurisprudence in India   

Understanding Control in Secondment Agreements   

Control jurisprudence refers to the legal and regulatory principles that determine which entity 

exercises authority over seconded employees. In India, seconded employees typically work under 

the operational direction of the host entity, yet remain contractually employed by the overseas 

parent company8.  

This dual control structure creates taxation complexities, compliance challenges, and corporate 

governance ambiguities, requiring businesses to clearly define control parameters in secondment 

contracts. Courts have explored whether the host company’s direct management over seconded 

employees qualifies as:  

1. A full employer-employee relationship, OR  

2. A taxable manpower supply agreement under GST.   

These distinctions critically impact corporate tax liabilities, shaping how businesses structure 

secondment policies.  

                                                             
7 IBM India Global Mobility Policy Update, Compliance & Legal Division, 2023.  
8 Ministry of Corporate Affairs, “Control Mechanisms in Employer-Employee Contracts,” Legal Guidance Report, 2022.  
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Legal Shifts in Control Jurisprudence Post-GST Implementation   

The implementation of GST in 2017 introduced heightened scrutiny over secondment 

agreements, with tax authorities evaluating:  

● Actual employer control versus contractual employment structures.  

● Financial transactions determining GST liability (salary reimbursements, invoicing 

methods).  

● Employee obligations under indirect taxation laws.  

The Northern Operating Systems Pvt Ltd ruling (2021)9 reinforced secondment tax liability, 

concluding that:  

● Control exercised by Indian subsidiaries does not override contractual employment by the 

foreign parent entity.  

● Salary reimbursements to overseas entities qualify as taxable manpower supply services 

under GST regulations.  

This ruling significantly shifted tax governance, prompting multinational corporations (MNCs) to 

modify secondment agreements to ensure regulatory compliance.  

Industry Practices and Compliance Challenges in Secondment Taxation   

Corporate Adaptations to Control Jurisprudence and GST Compliance   

Since the Northern Operating Systems Pvt Ltd ruling (2021)10, corporations have been forced to 

restructure secondment agreements to remain compliant with GST regulations. Key industry 

adaptations include:  

                                                             
9Supreme Court Judgment, C.C., C.E. & S.T.– Bangalore vs M/s Northern Operating Systems Pvt Ltd, 2021.  
10Supreme Court Judgment, Northern Operating Systems Pvt Ltd, 2021.  
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1. Legal Documentation Enhancements – Companies revised secondment contracts to 

include explicit employment control clauses, reinforcing the employer-employee 

relationship within the host entity.  

2. Payroll Structuring – Businesses ensured that expatriate salaries were paid directly by the 

Indian entity, bypassing reimbursement models that previously triggered GST liability.  

3. Operational Management Shifts – Firms restructured reporting hierarchies to ensure 

seconded employees were governed solely by Indian corporate policies, minimizing GST 

exposure.  

Despite these adjustments, compliance challenges persist, particularly in IT, consulting, and 

manufacturing, where cross-border workforce integration remains critical.  

Regulatory Uncertainty and Its Impact on Multinational Firms   

Corporations navigating secondment taxation have faced major compliance hurdles, including:  

● Ambiguous GST classifications – Difficulty proving that seconded employees function 

under standard employment structures rather than manpower supply services.  

● Heightened scrutiny of payroll systems – Companies must demonstrate that direct salary 

payments, rather than reimbursements, are being used.  

● Tax disputes and administrative penalties – Firms lacking proper documentation have 

faced retrospective GST demands and legal penalties.  

Given these compliance challenges, firms have increasingly sought advanced corporate 

governance mechanisms to mitigate tax risks, including detailed contractual agreements, 

independent audits, and AI-powered tax monitoring systems.  

International Taxation Approaches to Secondment Compliance   

Comparative Analysis of Global Secondment Taxation Models   
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Several jurisdictions offer well-defined frameworks for secondment taxation, reducing ambiguity 

for corporations. A comparison between Singapore, Australia, and the UK highlights key 

regulatory approaches:   

Country Secondment   

Tax   

Classification 

Regulatory  

Approach  

 

Implications  for 

Corporations 

United Kingdom Payroll-Based 

Taxation 

Taxes seconded 

employees as local  

hires if   

employment  

transfer occurs  

 

 

Corporations must 

ensure payroll 

compliance with UK 

tax laws11 

 

Singapore Dual   

Compliance  

Framework 

 

Secondment  

qualifies as taxable  

service unless   

employer control is 

fully transferred  

 

Companies must 

maintain employment 

governance proof to 

avoid indirect 

taxation12 

 

Australia Residency-Bas ed 

Approach 

Seconded 

employees must be  

registered under 

 local payroll 

and tax systems  

 

 

GST applicability 

depends on 

intracompany 

invoicing 

methods13 

 

                                                             
11 HM Revenue & Customs, “Taxation of Seconded Employees under UK Law,”2023  
12 Inland Revenue Authority of Singapore, “Employment Taxation Guidelines for Secondment Agreements,” 2022.  
13 Australian Taxation Office, “GST Treatment of International Employee Secondments,” 2023.  
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Lessons for India: Best Practices from International Models   

India’s taxation of secondment remains complex and inconsistent, leading to compliance risks for 

businesses. Key lessons from global models include:  

1. Standardized Employer Classification – Defining seconded employees as local hires 

when contractual employment is transferred.  

2. Payroll-Based Taxation Clarity – Implementing structured taxation frameworks to reduce 

indirect tax burdens. 

3. Exemption Mechanisms for Genuine Secondments – Allowing case-bycase exemptions 

based on employer control criteria.  

Future Policy Considerations & Regulatory Developments   

Anticipated GST Reforms in Secondment Taxation   

Considering the ambiguities in secondment tax classification, Indian policymakers have been 

discussing potential reforms to refine GST applicability on cross-border employee transfers. 

Some anticipated regulatory advancements include:  

1. Clarification of Taxability Criteria – Future GST amendments may introduce statutory 

definitions distinguishing genuine employer-employee relationships from manpower 

supply agreements.  
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2. Payroll-Based Taxation Models – India may adopt payroll taxation structures similar to 

the UK and Australia, ensuring expatriates are taxed under local employment schemes 

rather than GST-based service tax.  

3. Advance Ruling Mechanisms – Businesses may receive binding clarifications allowing 

exemptions for seconded employees meeting specific employment control requirements.  

Legal Predictions for Corporate Compliance & Risk Management   

With ongoing judicial precedents reinforcing GST liabilities, businesses may further restructure 

secondment agreements to mitigate tax risks. Some expected corporate strategies include:  

● Enhanced Contractual Governance – Companies will draft detailed secondment 

agreements, ensuring host entity fully manages daily operations to comply with GST 

exemptions.  

● Automated Compliance Systems – AI-driven secondment tax risk management tools will 

be widely adopted to streamline tax audits and payroll structuring.  

 

● Policy Advocacy by Industry Groups – Organizations such as NASSCOM and CII may 

push for regulatory amendments to exempt certain secondment models from GST 

burdens.  

Summary of Key Findings   

This dissertation has examined the legal, economic, and corporate complexities surrounding 

secondment taxation in India, focusing on judicial interpretations, industry adaptations, global 

comparisons, and compliance strategies.  

Through an analysis of court rulings, GST regulations, and secondment tax models, the following 

key findings have emerged:  
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Judicial Shifts in Taxation   

The Northern Operating Systems Pvt Ltd ruling (2021) 14  marked a significant shift in 

secondment classification, reinforcing that seconded employeesqualify as taxable manpower 

supply under GST.  

Industry Adaptations   

Post-ruling, corporations restructured secondment models, favoring:  

● Direct employment transfers, bypassing GST-triggering reimbursement models.  

● Independent contractor arrangements, minimizing tax liabilities.  

● Contractual refinements, ensuring seconded employeesfunction within employer-

employee frameworks.  

Global Best Practices   

Countries such as the UK, Singapore, and Australia offer more structured employer classification 

models, reducing tax ambiguity. These jurisdictions emphasize:  

1. Payroll-based taxation for seconded employees.  

Residency-based employer classifications to avoid indirect tax burdens.  

3. Exemptions for intra-company employment transfers, ensuring secondment tax efficiency.  

Future Policy Trajectories   

Given ongoing judicial debates and corporate tax challenges, anticipated GST amendments may:  

● Introduce statutory definitions distinguishing genuine employer-employee relationships 

from taxable manpower supply.  

● Adopt payroll taxation models, ensuring compliance with secondment governance.  

● Establish advance ruling mechanisms, granting corporations clarity in tax exemptions.  

                                                             
14 Supreme Court Judgment, Northern Operating Systems Pvt Ltd, 2021.  

https://www.ijalr.in/


VOLUME 5 | ISSUE 4                                         MAY 2025                                                        ISSN: 2582-7340 

For general queries or to submit your research for publication, kindly email us at ijalr.editorial@gmail.com 

 
https://www.ijalr.in/ 

© 2025 International Journal of Advanced Legal Research 

Hypothesis Assessment & Confirmation/Rejection   

The hypotheses outlined in Chapter 1 are now evaluated based on judicial analysis, taxation 

models, and corporate adaptations:  

Hypothesis 1: Employee secondment is primarily a means of intra-company resource allocation 

and does not constitute a taxable supply under GST in India.   

● Rejected – Judicial rulings confirm that secondment, when involving salary 

reimbursements, qualifies as taxable manpower supply under GST.  

Hypothesis 2: Recent judicial interpretations (e.g., Northern Operating Systems Pvt Ltd case) 

have significantly shifted the classification of secondment towards taxable manpower supply, 

increasing corporate tax liabilities.   

● Confirmed – The Supreme Court ruling led businesses to revise secondment agreements, 

reinforcing tax exposure risks for MNCs.  

Hypothesis 3: Global best practices from jurisdictions like the UK, Singapore, and Australia 

provide a more transparent and adaptable model for secondment taxation compared to India’s 

framework.   

● Confirmed – Comparative studies highlight more structured employment transfer models, 

minimizing tax ambiguity.  

Hypothesis 4: AI-driven compliance tools can effectively mitigate GST-related risks and enhance 

regulatory adherence for multinational corporations navigating secondment taxation.   

● Confirmed – Firms have increasingly leveraged automated tax audit solutions, 

strengthening secondment governance and risk mitigation.  

Hypothesis 5: Behavioral economics and corporate structuring significantly influence tax 

compliance decisions related to secondment arrangements.   

https://www.ijalr.in/


VOLUME 5 | ISSUE 4                                         MAY 2025                                                        ISSN: 2582-7340 

For general queries or to submit your research for publication, kindly email us at ijalr.editorial@gmail.com 

 
https://www.ijalr.in/ 

© 2025 International Journal of Advanced Legal Research 

● Confirmed – Corporations modify workforce restructuring policies and payroll 

governance to optimize tax obligations.  

Policy Recommendations for GST Compliance   

To ensure secondment taxation clarity and corporate efficiency, the following policy 

recommendations are proposed:  

Regulatory Adjustments   

1. Statutory Employer Classification – Introduce legal definitions distinguishing seconded 

employees from manpower supply agreements.  

2. Payroll-Based Taxation Models – Align secondment taxation with structured payroll 

regulations, minimizing GST exposure.  

3. Advance Ruling Mechanisms – Establish binding tax clarifications, allowing case-by-

case exemptions based on employer governance.  

Corporate Compliance Strategies   

1. Contractual Refinement – Draft detailed agreements explicitly reinforcing employment 

control parameters.  

Automated Tax Risk Monitoring – AI-driven compliance frameworks enhance tax audits 

and regulatory adherence.  

3. Industry-Led Policy Advocacy – Corporations must collaborate with policymakers to 

introduce structured GST amendments.  

Future Research Directions   

While this dissertation provides a thorough evaluation of GST implications on secondment, 

further research is needed to:  
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1. Assess emerging tax reforms related to secondment compliance in India and similar 

economies.  

2. Examine long-term behavioral trends in workforce restructuring due to taxation changes.  

3. Evaluate the efficiency of AI-powered compliance tools for GST audits in secondment 

taxation.  

Future studies should integrate comparative research frameworks, ensuring a multinational 

perspective on secondment governance.  

Concluding Remarks   

The taxation of employee secondment in India remains a complex legal and financial challenge, 

requiring continuous judicial review, corporate restructuring, and tax policy refinement.  

By integrating best practices, technological advancements, and strategic policymaking, 

businesses and tax authorities can work toward a transparent and predictable secondment 

taxation framework, ensuring: ✔Regulatory compliance efficiency✔Minimal tax 

ambiguity✔Corporate workforce flexibility   

This paper offers critical insights into the evolving jurisprudence, compliance frameworks, and 

international best practices shaping India’s secondment taxation.  
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