# Understand  vanmous cemplexities In  managing
International cempensatien and BEReTits.

# Analyzer the objectives of internationall compensation
and benefits:

# Study the Impact of vareus Internal and external
flactors onl intermationall compensation management.

+ Understand different compoenents or structure of
Internationall compensation: and Benefits structure:

# Analyze the executive compensation. ofi MNCs i
different countries.

& Analyze ™ varieus: = approaches  te  International
COMpPENSatieN Mmanagement.
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|ntroduction.

Complexities inlInternationalr Compensation
Management:

Objectives of Internatienal Compensation
Vianagement:

Factors that afhfect Intermationall Compensation —
Internal and External factors.

Compenents / Structure ofi International
Compensation: Package.

Executive Compensation.

Appreaches to Intermationall Compensation
Vianagement.

SUummary.
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Rewards can be intrinsic or extrinsic.

Intrinsic reward is a feeling of pride of a job well done and
achievement.

Extrinsic rewards include praise from superiors, salary,
employee benefits, career progression etc. Compensation
IS key extrinsic reward and a key issue In international
human resource management.

Expatriates take risk, bear inconveniences and discomforts in
foreign assignment mostly based on the expected
compensation package. They Ileave their current
comfortable jobs, family life, friends, relatives, society to
earn more finance and for better future prospects.

As such international HR managers prioritize compensation
function over others.
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The factors causing complexities are

The salary & benefit levels vary from country to country.
Cost of living varies widely among countries.

Requirements for provision of housing, medical,
transport and education facilities also vary with each
country.

« Varying salary levels of expatriates in their respective
home countries.

Fluctuations in foreign exchange rates.
Varying tax rates on incomes.

* Varying rates of inflation in economies of different
countries.
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The factors causing complexities are

Varying local conditions in host countries in terms of cost
of living, availability of housing and medical facilities,
school facilities and security situations that demand the
MNCs to design individual pay packages for different
countries.

MNCs consider country perspectives Iin terms of tax
rates, percentage of repatriation of expatriates’ incomes.

MNCs look for -consistency and equity In the
compensation scheme but face problems when
expatriate moves from one subsidiary to another In
different country.
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MNCs design and practice compensation and benefits to

L

B

Recruit andl retain. most suitakle employees In; terms of
efificiency: & culturall adaptability-

Secure consistency: between pay: and periermance &
equity. among employees ofi different nationalities and
categories.

Eacilitate: mobility: frem parent company: te: suhsidiares; &
from one sulbsidiany. te;anether.

AssIst the empleyee andl fiamily: adapt to the: host country,
culture.

Suit: VMINC’s; ability: ter pay: which ultimately: determine
guality ofi employees and MNC’s' everall'employee costs.
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MNCs design and practice compensation and benefits to

= Reduce employee grievances and simpliy. coellective
ParganiNg pProcedures.

=  Notivate: employees and enhance thellr Jol: perfermance,
learning| latest skills that contribute: ter enhancement: of
erganizationall perfermance.

= o) ensure that the package Is both competitive and
comparanle. It must alwaysr hetterr the package available
1o the expatriate 1 hisT home country se that he Is
attracted to fiereign: assignments.
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he contingency: theery of Internationall  conpensation
sugg@ests! that there: are a numBber ofi Varakles that affect
International compensation. IS theery attempts balance
shieet appreachl and ldentifies factoers like: oSt counthy,
preferences 1N designing Internationall compensation
package. Resource based theory recognizes the factors
off competitive advantage threugh human reseurces
Which are valuanle, rare and difficult te; precess / Imitate
and replace:

suchr employers contribute: ter MNC's sustainanle competitive
advantage. Competitive advantage of MINCs; resides in
competent, knowledgeahle and skilled human reseurces.
According to reseurce based theory, MNCs design pay
pPackage I\ order te; maintain: & retain: such competent
employees for sustainable advantages.
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MN C’s Internal
Environment
1. Global orientations &
Compensation objectives.
2. Competitive Strategy
3. Organizational culture

Founder’s
Philosophy

4. HR structure.
5. Employee / employer
Relations.
6. Subsidiary role
7. Level of
technology.

Chapter 09

!

MNC'’s External
Environment
1. Parent Country
2. Labour market
characteristics.
3. Local conditions.
4. Home and host
Country govt. roles
5. Industry types.
6. Competitors’
strategies.

MNC’s Compensation
Package

Compensation & Benefits
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MNC's Internal Environmental Factors

These factors are related te the company’s, strategic
management and functional areas eff management. They.
are

Objectives and goals: off MNCs and thelr compensation
management. They could be Increase profits, expand
markets, Increase market share, and the like:

Capacity. terpay s hasead on MNC's/ lengr term: profitanility:
MINC cannet pay more: than they: eaim, except for a short
PENed 10 attaln shert run sukrvival.

Competitive Strategy. of the MNC reguires Its
compensation; strategiess to be competitiver and

aggressive.
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MINC's Internal Eavironmental Factors

Organizational Culture Isi embediedr by the guality: of
work lifie. Thist 1 turr Is; influenced by facilities: and
PERelits previdead iniIts  compensation: package.

IHuman resource  structure Includes age, gender,
educatienal qualifications, skill® level and  attitudes; ofi
employees and Influences: the compensation package:

Employee employer relations are determined by thellr
attitide towards each; ether and trade wuniens. Tirade
UnIens: eiiten resort te strikes to force MINCS tor pay: Righer
salaries than what MINC canrafford to; pay.
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MINC's Internal Eavironmental Factors

Rele’ of Subsidiaries has vital effect on designing
compensation = package In View ofF thelr Specific
reguirements; In terms off jol skills; organizatienal
requirements, cultures, stake helder demaneds and the
system.

Level off technology determines the: level of skills and
expertiser and’ the: level of difficulty: ofi adjusting ter new.
technology: Influence the structure: and levell of
compensation & BeRefits,

Now. let us; study the external factoers.
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MINC's Externall Envirenmental Factors

MINC’s parent country, Its culture, coest of living, Values
andl attittides; teweards; compensation: Infiuence: the iiual
compensations structure. Local conditions ane censidered
at the: final stage.

Laler market characterstics that Infllence compensation
nclude demand- for and supply’ of different categeres: of
employees; and their skills and knowledge. Eurther
avallapility” ef training| facilities, proximity: off CompPeutors;
attitides’ and tolerance: levels tewards compensation
INequIties ketween natienal and expatriates.
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MINC's Externall Envirenmental Factors

Local conditiens of the: country/ where MINC or sulsidiary
IS located Include: the securiy: conditions, avaianility, of
nousing, medical, educationalt ,  cemmunication,
nospitality. faciities, transpertation and recreational
facilities; anal thelrr Cost.

IHost & home country, goevermment roles play: an
important nfillence en compensation throughr labeur
policies;  enactment off compensation laws = and
guidelines. Eor example host country’s Maternity: Benefit
act determines matermity’ leave and amoeunt that has' to
pe paidl te fiemale employees by the MINC.
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MINC's Externall Envirenmental Factors

Industry, type determines wage: levels.” Compared! to
wage levels ofi traditionall industries: like: steel;, auto or
chemicals, the levels of newer madustries like software,
ealtnl ServICes, hietechnology are igher.

Competitors® strategies In: BUSIness, human reseurce
management, as well as In compensation package
Influence the compensation package of the MNC. MNCs
with strategy of market leadership also prefer to be
leader in compensation package.

/i generals WINCs: Tollow. the: Compensaton) Packages  of:
comparan/e VINCs i teris or liaustty, region, ¢/OSeness
/1) COIMPEention. ana. size;
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MNCs design the compensation structure for their employees
In such way that it meets the financial needs of
employees for various facilities, compensates the current
and future inconveniences and insures a variety of risks.

The components of international compensation include:

Pay or base salary; Cost of living allowance; Tax equalization
allowance, International market allowance, Housing
allowance; Educational allowance; Relocation allowance;
Setting in and setting out allowance; Medical allowance;
Hardshipr and danger allowance; Exchange rate
protection allowance; Insurance allowance; Stock option;
Bonus; Gratuity; Pension; Social security benefits etc.
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Base Salary or Pay: This is the amount payable for employee
skill, knowledge and other requirements of the job.
Compensation for other factors and inconveniences Is
covered by allowances.

Cost of living allowance [COLA] : is paid essentially to [ fully
or partially] neutralize adverse effect of inflation on
earnings of the employee and protect their purchasing
power at a level comparable to that of employee’s home
city or earlier cities of employment.

COLA is based on cost of living index calculated by taking
Into account house rent cost, educational and medical
costs, various services and other living expenditures and
comparing them to a base year.
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Housing allowance: House rents in some cities like Sydney,
Tokyo, London etc. would be exorbitant and sometimes
more than employee’s after tax salary. MNCs , therefore,
pay house rent allowance to enable expatriate to live in
type of housing he/she is accustomed to. Else the MNC
provides comparable accommodation in the host country.

Educational allowance : Cost of school and university fee is
exorbitant in some countries like US, UK and Australia.
Hence educational allowance is paid to expatriates that
Includes cost of language training for employee and
family, training and educational cost for employee’s
continuous learning and development and educational
expenses of school / university going children of the
employee.
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Relocation allowance: Movement of employee with family
from home country to a foreign country involves a
variety of expenses like temporarily closing up the family
activities and professional activities at the home,
transferring the children from home to foreign school /
university, payment of advance taxes, rents and fee at
the home country, visa, travel to foreign country , freight
and loss of a few items including baggage. In addition
employee incurs additional costs in settling in the new
country.

MNCs provide relocation allowance in order to relieve the
employee from meeting these additional financial
commitments.
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Settling-in and Settling-out allowances: These allowances are
similar to relocation allowances. MNCs provide settling-in
allowance in order to reduce employee’s financial burden
from buying various goods /services when they arrive In
a foreign country. Settling out allowance is provided to
meet the costs of leaving for home country or any other
host country.

Hardship premium : Foreign jobs Iin certain countries like
Afghanistan or lrag are highly critical and dangerous.
There are other countries in undeveloped regions where
medical assistance , security etc are of very low levels.
Sometimes the nature of job offered, like negotiating In
multi cultural environment, makes it hard to perform. To
attract candidates for such jobs this allowance is added
to basic pay.
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Exchange rate protection allowance: Foreign exchange rate
fluctuations directly affect the repatriation amount to
home country of foreign employees. Adverse fluctuations
reduce this repatriation amount and discourage the
expatriates from continuing employment in the host
country.

Some MNCs pay a certain % of base salary as exchange rate
stabilization allowance to offset the reduction in earnings
due to fluctuations in exchange rates.

Insurance allowances : MNCs buy different policies for
employees’ health, travel, vehicles, house and other such
emergencies and pay premiums in the form of insurance
allowance to expatriate.
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Stock option: Stock options are common in most of the
MNCs in many countries. This benefit allows employees
to purchase the shares of the company at fixed and / or
reduced price. The stock options are viewed as
performance based incentives to attract and retain
competent employees and create a sense of
belongingness and ownership among them.

Bonus : MNCs provide individual or group bonus to
expatriates based on their performance in the form of
output, sales, productivity, savings and cost
minimizations. This benefit provides mutual advantage to
the employees and the MNCs.

Chapter 09 Compensation & Benefits 24



Gratuity: Gratuity is the retirement benefit and / or contract
termination benefit. This benefit encourages the
employees to continue their employment with the same
employer MNC until the completion of the contract and
for the long run.

Pension: Some MNCs pay pension to the expatriates and the
host country national who served the company for a
relatively long period. However, MNCs face complexities
In pension payment with regard to calculation, country of
origin, varying legal requirements of different countries
and fluctuations in exchange rates. Therefore, they limit
pension facility to restricted categories of employees
only.
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Other benefits: MNCs provide a variety of other benefits to
employees, Iin addition to allowances above. These
benefits include Cafeteria, travel fares, Recreational
allowances, facilities for physical and mental fitness,
socialization programmes, maternity & paternity benefits
and leave, legal aid, credit cards and other loan facilities,
family support facilities etc.

Social security measures: MNCs provide various security
measures to their employees like employment security
{unemployment measures, technological adjustment
pay, health insurance}, health protection {accident or
disability insurance, sick leave}, provision for old age and
retirement and for personal identification, participation
and stimulation { beauty parlour services, counselling,
stress counselling & safety measures etc}.
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MINCs; acress; the world pay attractive compensation for
executives te attract anal retain the best talent In: erder
10, enable then' to craft and Implement mest apprepriate
strategies; .

They, however, pay. different levels ofi compensation for
executives In different countries based on the
compensatien Ievels in cemparable firms; and cost of
IVIRG| IN| FESPECtVe COUNtIES.

Review: ofi compensation; paid te finance, marketing amnd HER
executives’ In vanous countries In the year 2007,
Indicates that NMNCs paid highest compensation to
expatriates from the US and lowest to those from' India.
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Diffierent MINCs; follow: different appreaches tor cempensation
determination, revision; anad: adjustment. We: shall- study;
RINEe ofi themiin: this SEssIon.

Salany Level 1R Mest countiy appreach: IS appreach Is alse
kmewn  as; ‘localization”  appreach.  Internatienal
compensation UNGAer this approach sk hased on salany.
levels, fier: similaif Jois IR comparakie: organization: IRl the
NOST country.

Under this appreachr HSBC 1n; India pays salaries to Indians
[hesSt country, natienals|, Chinese [parent company
nationals] anad’ Amercans: [third country natienals] vased
on 1] salany: levels: of Indian banks like ICICI or HDEC
pank, 1] salany level of fereign’ hanks: eperating in India
like Citi or of other Chinese financial imstitutes in India.
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This, appreach Is appreciated by hoest coeuntry nationals In
moest ceuntriess except very advanced countries.
EXpatriates alse; appreciate: this: approach WRenr they: are
transierred te’ advanced countries. Hewever, this
approach  canmpot attract and  retain’ expatriates: iito
develeping countres. Therefore, MNCs pay international
allewance: or overseas assignment allowance: ink addition
10 base: salany: that IS based onl hest counthy Ievels.

IHCN feel a sense ofi equity With expatriates.

Sense: eff eqguality:amoengl HCN anad
expatriates from different ceuntries.

Cost of HR'Is/ low! In developing countries.
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Eeeling of discriminatien among HCINI as
expatriates earn higher salary.

Eeeling oii discrminatien ameng expatriates
of different countries.

Problem of retention; eff employees.

Proklem: of recruitment ofi competent
employees.

Negetiationand Bargaining) appreach:s SOE: EnployEes as
well as’ MINCs prefer to determine the cempensation
package tareugh mutual negoetiations. IS appreach
would e practical When number of expatrates; 1S smalil,
MINC and the empleyees are well aware: eff engoing salary
and benefits levels; and skills of prespective. employees
are In short supply.
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Muittual satisfiaction: off employee & employer.

Compensation Is determined hased on MNC's
apility 1o pay.

Sense ol belonging to expatriates tewards
the MINC.

Employees get thelr deubts cleared.

Dissatisfaction When: greund realities in
the hest country are different.

Eeeling ol Inequality’ ameng hest counitiy,
patienals;
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LUmpsum: appreach:

Under this appreach, MNC determines: the tetal package in
money: value that cevers the hase salany, alll kinds of
allowances: and henefits. e empleyee: Is; providead with
the freedem ofi allecating the meney: and deciding up: 6n
the type & quality” eff heusing, meadical, conveyance,
educatien” fier seli* and family, air travel, recreational
facilities, texation, repatration’ of savings; setting 1,
settiing out, exchange: rate pretection| ete

A number off MINCs and Aus Aid fellow: this appreach.
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Employees have optien te allocate the
MOeNEY: fior Various items ofi expenditure.

Employee has a littie: scepe: for grievance
GVENR guality, convenience and comiont off BERelits:

MINCs can reduce cost and Inconveniences
Off Benelits and salany calculatien administration:

HCN “have a feel of Ineguity. In
COMPENSALIGN PacCkage.

PossIpItY of tax avoeldance.

Employee may not go for gualitative
Aousing and ether kenefits, withl adverse effects on
PElfermance.
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BUiffiet approach:

MINCs: design the appreach of paying less cash & providing
more benefits: I the cempensation  package as
expatrates prefer ter reduce: tax: burden and save as
much ass pessikle Ink erder ter repatriater savings toe: the
NOME or other countiy of thelr choilce.

Under this; appreach the' tetal salany/ levelisk determined: oy
the organization; and the employee Is given: an: eption| te
decide: the cash; compenent: and henefits: compenent: In
the tetal compensation package.

This methoeadl invelves: high cost of salarny administratien, Put
nelps the inaividual needs of the employees.
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Provides wider choice tor expatriates.

Reduces tax burden: ofi expatmiates and thus
INCreases thelr savings and repathation
ameunts.

MNCs can attract and retain est talent
WItheUL Increase In compensation; levels;

IHIgI coSt ofi administration.

IHCNIhave: a feel of Ineguity.

IHCIN developra discriminatory attittde
against expatrates;
Reduces the tax iIncome of the NosSt country.
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Cluster systems; approachs:

MINCs segment the countiies; and / or cities) hased oni the' cost
of living and oether facters like hardships and danger
ISSUEesS, that affect the cempensation’ package. They
determine mere or Iess; same: package fol each [e WIthin
the same: cluster ofi cities:.

Under this' appreach; the cost ofi complexities in the
compensatien  administration: IS reduced. Eurther It
ennances the: feeling ofi equity: amene expatriates, of
different ceuntries.

Employees; would e ofifered additional allewances If: a fiactor
like: medical attention; or parental care Is distinctively:
applicable to them.
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Chapter 09

Simplifies the administration of
COMPERSation.

Reduces; ambiguity: off salany comparisen
among expatmnates,

Eeeling of equity: amoeng expatrates.

Elexibility;, provides for adjustment of: special
ISSUES) /' Cases.

Eeel off dissatisfiaction amoeng: expatriates
Whese skills;areiin demand & Who
command Righer pay: at home countny.

HCN have a feell of dissatisfaction.

ABSence: of relief from tax burden to
expatriates
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Glehal appreach:

Skills; knewledge, talents and competency: requirements; of
certainr Jebsk are uniform  threugheut the gloke.
Employees fit fier suchl jolks are glenally: mohile. MNCs
Under glehal appreach determine: the Unifierm: pay: Scales
el sueh Johs threugheut the countres WHREere they
GpPErate.

hese pay scales are applicable unifermiy for all' categoeres ofi
employees; Including hoest ceuntry nationals.  The
appreach sk hased on the cencept ofi country’s natienal
pay. scales with' bad climate: allowance: [ trkalfaneas in
Andhra Pradesh] & danger allewance: [in Kashmir] er war
allewance [in Iraqg].
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Reduces cost of administration: of
COMPERSation.

Reduces complexities off compensation
administratien.

Eeeling of equity: amoeng expatrates.

Greatest advantage Isi a feel ofi equity.
amongl HCNL

Increases; the cost off compensation and
therehy cost off HR.

lncreases tax burden and thus reduces net:
salarny ol employees.

Employees lose benefit off other systems.
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Performance hased compensation approach:

Glebalization' andr enlianced competitive environment: place
Neavy: emphasisi on employee perfiermance: and value
creation  and addition: te the Johb as welll as the
Oliganization;

AS' such, the established practice: 1s that MNCs design
compPensation package wWithra part of perormance. vased
compensatien. RIS part IS assuming; major pertion.

The appreach prevides a minimum guaranteed base: salany
irespective. off performance that weuld e enough te
meet the basici needs off empleyees. This approach Is
olganization: frendly: as = It enhances  organization
PEerformance & Increases value & productivity.
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Enhances employee performance.
Increases erganizational preductivity.
EnRances value ter the organization.

Increases equity’ between compensation
andl employee’s contrikbution.

Reduces cost & complexities of
compensation administration.

Diificult te; measure ndividuallemployee
PErormance: for all jolss.

Ignores cultural iIssues that affect
PErferHMance.

Creates a feel of Insecurity: 1n less; dynamic
O 0ld empleyees and lacks Ruman: approach.
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Doukle’ home ceuntiry: salany: and IVingl compensation at: the
NOSE ceURtR appreach:

Under this appreachr, MINCs determine: the: package: in suchr a
Way.  that the expathates get compensation of hest
domestici salany plusHiving hest country compensation.

Home country salary ., Which IS paid: N Reme: Country.
currency, Is double off what the best candidate get in the
Nome country: and  Which, therefere, expatfate; canneot
expect unlessine opts for foreign; assignment.

IHost country, living compensation IS paid inl cash Ink noest

country currency and takes care ofi expenses to live a
comfertanle and decent lifie’ there .
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Guaranteed repatriation ameunt te the
NGME country/ el therexpatriate.

Reduction) i tax hurden.

Enhances value ter the organization.
Decent living Infhest country.
Expatriates fellf secured and satisfied:

Eeel ofi Inequity: amoeng HCEN
Complexity In' compensatien administration..
Cost ofi exchange rate fluctuations
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Balance SHeet appreach:

\V/arieus: compensation appreaches descriked soi fiar have thelr
ewn limitations. MINCs ebserved that expatrates imitially,
ACCEPT the pay packet Under anyoene: of the' appreaches,
put In later stages of thelr career express their
dissatisfaction with the: same.

MINCs; therefeore, determine a package that balances the
sacrifices by the expatriate In the home country and
INCONVENIENCES experenced’ In MesSt country” UNAEer this
ApPProacH.

[his appreach. efi determining the cempensatieon threugh
Palancing epportunIty: cests, withr salary, allewance and
penefits Is called lhalance: sheet approach.

Chapter 09 Compensation & Benefits 45



Internationall compensation: packages: vary: fem: country to
country hased on the ecoenemic system, cost of living,
politicall system ofi the: ceuntry, level of country/ s poelitical,
econemic, sociall development, * safety: and Security,
conditions, avalanility: off quality. heusing,, educationaill &
medical, fiacilities; and cempensatoen Ievels prevailing in
the country.

iHowever, NMNCs prefer ter have a global cempensation
appreach. Intermationall compensation, theughr It has
glokal  appreach, NMNCs  o6fi varous counthes: fiellow
different  appreaches N  managing Intermatienal
COMPERSation.
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USA

Base pay formsk a smalll part ofi US, executive's total package.
sSignificant part ofi the' package IS i the form of
Periermance hased pay and stock eptiens WhIch IS a 1ong
term seurce for creating Wwealthrfor therexecuive:

The package Is determined by the cempany: size, anmnual
revenue level, jol duties: anadl jel level of the: executive
and the city, where the MINC operates.

Wemen executives: are helding more and more: responsible
POSIIGNS and gap between men / WOmeR, package Is

Ralrewing..
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Elepe

he ceompensation received: by EUuropean; executives Is |ess
than that ofi US executives , but with' rapid glekalizatien
the gaplIs narrewing. The part off performance: pay’ and
stock optiens: Is; relatively: smaller but 1s gradually heing
lncreased.

Their package Includes tax firee fiinge: henefits and perks like
company: car, MAeusing, Cclulk memberships, augmenied
PERSIGNAS E1C.

The trendl 1s moving tewards the package that Isk ofifered In
the US.
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Japan

The compensation’ received by Japanese executives: Is less
than that eff US & EUropean; executives. e package Is
Pased on the seniority’ off the employee and employment
IS considered as, long term assignment. Group: INCENtIVES
are paid In addition to life time Income pregrams,
retirement benefits and the like.

Russia

RussSIa; IS transferming firen communistic pattern te capital
econemic system. Thelr pay package Includes base
salary, Incentive pay: and varneus non-menetary. BERefits.
Individual benuses, small group: Incentives , leng and
short term; Incentives are now' being added to the
Package.

Chapter 09 Compensation & Benefits 49



South and Southeast Asia

The culture off these countres Includes collective living
envirenment and’ streng family: relationships. It IS
refiected 1n fewer gaps between: the salary: of lewer anae
nIghEer levellemployees.

The package typically: mecludes base pay, COLA, heuse rent
allewance, seciall and securty’ allewances: and vacation
pay. Usually there Isi a maximum limit fixed fier the
compensation payanle:

HCN

It 1S still a fact that HCN and' the expatrate: cariying the same
Jol In the same cempany. il the: same City: receive varied
package. NMNCs shoeuld carefully design compensation te
reduce level ofi dissatisfaction off HCN.
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Managing coempensation: 1m MNCs —and Demestic
companies empleying foereigners IS, more chitical and
complex due ter Vvarying factors fiem country to country.

Intermationall  compensation  management  aims;  at
maintenance of eguity, attraction. and retentien  of
competent: candiaates;

MINCs, capacity’ ter pay Is based on Its leng term
profitanility.
MINCs' acdapting aggressive and offensiver BUusiness

strategies weuld liker ter be competitive and  craft
competitive compensation strategies:
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Country: of the: MNC’s| headguarters,, Its: culture, cost of
iving, Values and attitides’ towards, cempensation
Infilence the nitial cempensatien structure:

Lapvour  market  charactenstics = that  Influence
compensation Include demanal fier and supply. of different
categories off empleyees and thelr skillsiand knowledge:

MINCs follow: the cempensation packages of other
comparapble MNCs inf terms off Industry, region, CIoSEness
I cOmpEtition and Ssize.

Employees withr distinctive skills and skills in" short supply:
are demanded by many: MINCs across the world.
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Settling-In. and" settling-eut allewances: are similar to
relecation allowances.

IHardship: allowances: are for taking risks by employees
lIke war, terrorism, naturall calamities etc.

Stock: optien Benefit allows, employee’ ter purchase: the
shares of the VMINC at fixed and /or reduced: prices.

International compensation URder salary Ievel 1R’ Noest
country, appreach Is' Pased on salany/ levels: for similar
OIS 1IN comparakiererganizatiens Inl the Nost CoUntR/.

MINC determines the: tetal’ package In: meney: value: that
covers the hase salany, all kinds ofi allewances and
PEREfits.

Chapter 09 Compensation & Benefits 53



r-
I

e

MINC design; the approach; ofi paying less cash and
pProviding more Benefits Under buiifet appreach.

MINCs, balance: the heme salary, and sacrifices anad
Naraships; off expatriates vy the host country: salary: and
PENETILS.

Doukle heme: country, salany would e the double ofi the
Pest salary’ that a best candidate: gets 1 the heme
country fier a similar jol.

Compensation package ofi American executives Include
salany, benus, long term' IRCEntVEs and other BeRefits
anadl perks.
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Generally  European  executives are paid  less
compensation thamn that off Amencan executives;

The social and culturall envirenment Inr Japam IS guite
different from that of Industralized countries off North
America & EUrope.

Thoughr the higher salary for an expatriate: Isi essential te
attract skills 1 short supply. Inf hest countny, Nest CoURtR
pationals  feell cempensatien  discrmination:  and
experience: dissatisfaction and frustiation.
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well students
this brings us to.the end of our

sesston 09!
NEXEWE OV 0! SESS IOV 0
W Anseranastoril AsEronl IReL At o s

cmpter ten .

Good Luck!
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