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Examples of Challenges faced by Expatriates
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Integrating Training with Global OrientationIntegrating Training with Global Orientation
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The biggest challenge to IHRM professionals is to maintain a standard of 
living for expatriates equivalent to their colleagues at home plus 
compensating them for any additional costs incurred. There must be a must 
fit between compensation and the goals of the firm as it is the

crucial link between strategy and successful implementation. 3�����	��������
	���
��	������������
������������	������	��	����	���
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Balance Sheet ApproachBalance Sheet Approach

Most of the MNC’s use balance sheet approach to equalize the standard of 
living between the host country and home country. It helps resolve the 
problems of pay differentials by making up additional costs that the expatriate 
would incur for taxes, housing, goods and services. In essence, the 
compensation package based on a balance sheet approach achieves a goal 
of providing a standard of living

comparable to that of host country managers and to add some compensation 
for inconvenience or qualitative loss.

Image Source:

http://jprosen.blog.lemonde.fr/files/2006/11/balance.jpg
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Components of Compensation Package for Internationa l Assignments

Salary – Currency translation as compared to home salary, incentives for 
dislocation

or inconvenience

Taxes – The burden of foreign taxes can be lessened in a way that 
expatriates only

pay taxes paid in the home country

Allowances – Cost of living adjustment, education for children, housing 
allowance,

trips home for family, relocation expenses

Benefits – Medical insurance, stock options and bonuses
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ORC WorldwideORC Worldwide

http://www.orcworldwide.co.uk/compensation/expatria te/data.html

It is the expatriate data service which provides worksheets that breakdown

expatriate compensations elements into base pay, differentials, premiums 
etc.

for individual assignees. It helps to provide up to date information to develop

and maintain expatriate pay programs.

Image Source

http://www.orcworldwide.co.uk/compensation/expatria te/data.html
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