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Expatriate Compensation – 3 R’s

•Recruit

•Retain

•Repatriate



Traditional Expatriate Assignment – The 
“Old”

•Home country based – Out and back

•One to five years duration

•Family accompanies

•Break tax residency

•Keep home pension and benefits



Home Country Balance Sheet

Incentive

Equalization

Home Host

C & S (COLA)

Housing & Utilities

Income Tax
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Equalization on spendable income
Equalizing elements Hypothetical Home salary split

Taxes 

Consumption/

Spendable 

income

Savings

C & S (COLA)

Housing & Utilities

Income Tax

Education

Comp. Related Policies



What is localization?

Permanent Move
 Direct Hire

 Transition from home-based package

Temporary Move
 Alternative to home-based package



Setting The Stage: 
The Current Environment



packages assignments reviews premiums

57 %

11 %

41 % 41 

30 %
28 %

Low-cost

alternative

More training /

developmental

COLA allowance

reviews

Housing

allowance

Elimination or

review of

Other

AIRINC Survey:  Reducing Costs
Question: Aside from any adjustments to the size of your expatriate workforce, which of
the following strategies will your company consider in the coming year as it looks at the
overall cost of its expatriate program?
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Why localize?

Company
 Cost

 Administration

 Pay alignment

 Skills transfer

Employee
 Employee request
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Transition methodology

 Lump sum  - moved directly to host salary

 Phase out – remain on home pay until end of transition



Question

Retention rates: 

localization by lump sum vs. phase out?



Benefits checklist

Education

Housing – home purchase assistance and/or 
lump sum

Residency permit/immigration/tax support –
limited



Food for thought !

Personal financial & retirement planning

Home leave beyond transition phase

Language & cultural tuition for family

Use vendors throughout the process

Involve the whole family 



Still beware …

Future mobility

Hired away !

Local labour legislation

Pension



Taxation

Tax implications

Trailing tax liabilities

Tax equalization settlements

Tax residency status

Home sale



Don’t forget..

Immigration/Residency status of family members

ex. Dutch family in US, residency after college



Summary

Localisation?

Alternative compensation

When?

Risks?

How to improve retention rate



Conclusions

Utilize outside vendors 

Involve all family members

Continue benefits beyond localization

Assess short and long term family issues

Differentiate high–low wage countries

Examine taxes from all angles



Lessons Learned

It’s not easy!

Communicate, communicate,  
communicate …


