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Components of International 

Compensation

Base Salary

 Incentives/ Premiums

Allowances
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Basic pay

It includes three methods for setting basic Pay:

 Parent Country Based Method: In this method an expatriate will get same

amount of money as compensation as he/she was receiving in their home

country but condition is that they were performing the similar task in other

country. On the other if they are learning foreign language skill to survive in

other country they will get more.
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Basic pay

It includes three methods for setting basic Pay:

 Host Country Based Method: All the Companies use several standard for

determining basic pay, including marketing, pricing, job evaluation,

techniques and job holder past relevant expatriate’s basic pay will be

competitive with other employee’s basic pay in the host country.

 Headquarter Based Method: As per the headquarters method, it compensates

all the employees as per the pay scale followed at headquarter location, skill

are totally ignored in this method.
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Incentive Compensation

 Foreign Service Premium: These are the financial payments beyond the

regular basic pay. A company provides Foreign Service Premiums to encourage

employees to accept expatriate assignment. This premium basically applied

to the assignments that extent more than 1 year. It is calculated as a % of

basic pay and the amount of this premium covers the range 10 to 30

percentage. The amount of premium increases with the length of assignment.
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Incentive Compensation

 Hardship Allowances: This kinds of allowance s given to the expatriate when
he/she is ready to live and perform work in hard and tough working conditions
such as:

Extraordinary working condition like as inadequate
housing facility, lack of recreational facility, isolation,
inadequate transportation facility, lack of food or
consumer services.

Severe climate, high attitude and presence of
dangerous conditions affecting physical and mental
status

Unhealthy conditions such as diseases and epidemics,
lack of public sanitation and inadequate health
facilities
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Incentive Compensation

 Mobility Premium: It provides to employees for encouraging them for accept,

leave or change their job assignments. It helps to increase the movement of

employee from one place to another for job assignments.
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Allowances

Prepared by: Dr. Priya, Assistant Professor, IMS, University of Lucknow



Allowances
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Allowances

Prepared by: Dr. Priya, Assistant Professor, IMS, University of Lucknow



Allowances
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Allowances
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Allowances
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Benefits
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