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Graduate Certificate in Total Reward Management (United Kingdom)

International Compensation (United Kingdom)

International Compensation can be defined as the rewards, both financial and non-financial, that employees
receive when working for an organization in a country other than their home country. It is a crucial aspect of
Total Reward Management as it plays a key role in attracting, retaining, and motivating employees in a
global context. In the United Kingdom (UK), international compensation practices are influenced by various
factors such as local labor laws, economic conditions, and cultural norms. Understanding these key terms
and vocabulary is essential for HR professionals and organizations operating globally.

Expatriate:
An expatriate is an employee who is sent by their employer to work in a foreign country for a temporary
assignment. Expatriates typically receive special compensation packages that may include benefits such as
housing allowances, relocation assistance, and tax equalization.

Host Country:
The host country is the foreign country where an expatriate is sent to work. It is important for organizations
to consider the cost of living, tax rates, and cultural differences in the host country when determining
international compensation packages.

Home Country:
The home country is the country where the expatriate's employer is based. The home country may have
different tax laws, currency exchange rates, and cost of living compared to the host country, which can
impact international compensation decisions.

Balance Sheet Approach:
The balance sheet approach is a method used to calculate expatriate compensation by ensuring that the
expatriate's purchasing power remains the same as it would be in their home country. This approach takes
into account exchange rates, taxes, and cost of living differences between the home and host countries.

Localization:
Localization is the process of transitioning an expatriate from an international compensation package to a
local compensation package in the host country. This may involve adjusting salary, benefits, and other
incentives to align with local market conditions.

Hardship Allowance:
Hardship allowance is an additional payment provided to expatriates who are working in challenging or
dangerous locations. This allowance is meant to compensate for the difficulties and risks associated with
working in such environments.
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Cultural Premium:
A cultural premium is an extra payment made to expatriates to compensate for the challenges of adapting
to a new culture and working environment. This premium recognizes the additional stress and adjustments
required when working in a foreign country.

Cost-of-Living Allowance (COLA):
A cost-of-living allowance is a payment made to expatriates to offset differences in the cost of living
between their home country and the host country. This allowance ensures that expatriates can maintain
their standard of living while working abroad.

Tax Equalization:
Tax equalization is a process used to ensure that expatriates do not pay more or less tax while working in a
foreign country compared to what they would pay in their home country. The employer typically covers any
additional tax liabilities incurred by the expatriate.

Foreign Service Premium:
A foreign service premium is an additional payment made to expatriates for the inconvenience and
challenges of working in a foreign country. This premium is meant to compensate for the disruption to the
expatriate's personal life and the additional responsibilities they may face.

Global Mobility:
Global mobility refers to the movement of employees across international borders for work assignments. It
encompasses various aspects of international compensation, including tax implications, immigration
regulations, and cultural adaptation.

Repatriation:
Repatriation is the process of bringing an expatriate back to their home country after completing a foreign
assignment. It is important for organizations to support expatriates during the repatriation process to
ensure a smooth transition back to their home country.

Performance Management:
Performance management is the process of setting goals, evaluating performance, and providing feedback
to employees. It is essential in international compensation to ensure that expatriates are rewarded based on
their performance and contributions to the organization.

Global Talent Management:
Global talent management involves attracting, developing, and retaining top talent across international
borders. It is closely linked to international compensation as organizations need to offer competitive
rewards to attract and retain skilled employees in a global market.

Foreign Exchange Risk:
Foreign exchange risk refers to the potential impact of currency fluctuations on international compensation.
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Organizations need to consider exchange rate movements when calculating expatriate salaries and benefits
to minimize the risk of financial losses.

Regulatory Compliance:
Regulatory compliance involves ensuring that international compensation practices comply with local labor
laws, tax regulations, and immigration requirements in the host country. Non-compliance can result in legal
penalties and reputational damage for organizations.

Global Compensation Benchmarking:
Global compensation benchmarking is the process of comparing an organization's international
compensation practices with industry standards and best practices. Benchmarking helps organizations to
remain competitive in the global talent market and attract top talent.

Cross-Cultural Training:
Cross-cultural training is essential for expatriates to adapt to the cultural norms and work practices of the
host country. It helps expatriates to navigate cultural differences, communicate effectively, and build
relationships with colleagues in a global context.

Benefits Administration:
Benefits administration involves managing employee benefits such as health insurance, retirement plans,
and vacation allowances. It is important for organizations to provide comprehensive benefits to expatriates
to support their well-being and satisfaction while working abroad.

Employee Engagement:
Employee engagement refers to the emotional connection and commitment that employees have towards
their work and organization. It is crucial in international compensation to ensure that expatriates feel valued,
motivated, and engaged while working in a foreign country.

Work-Life Balance:
Work-life balance is the equilibrium between work responsibilities and personal life commitments. It is
important for organizations to support expatriates in maintaining a healthy work-life balance through
flexible work arrangements, wellness programs, and family support services.

Global Compensation Strategy:
A global compensation strategy is a long-term plan that outlines how an organization will attract, retain,
and reward employees across international locations. It aligns international compensation practices with
business objectives and ensures consistency in rewards across the organization.

Employee Benefits Package:
An employee benefits package includes various perks and incentives offered to employees in addition to
their salary. It may include health insurance, retirement plans, paid time off, and other benefits that enhance
the overall compensation package for expatriates.
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Executive Compensation:
Executive compensation refers to the rewards and incentives provided to senior executives and top
management. It typically includes salary, bonuses, stock options, and other forms of compensation that are
designed to attract and retain executive talent.

Performance-Based Pay:
Performance-based pay is a compensation strategy that links employee rewards to individual or
organizational performance. It may include bonuses, incentives, and commissions that are tied to specific
goals and targets to motivate employees to achieve high performance.

Salary Survey:
A salary survey is a comprehensive study that collects and analyzes salary data across industries, job roles,
and geographic regions. Organizations use salary surveys to benchmark their compensation practices,
identify trends, and make informed decisions about employee pay.

Global Assignment Policy:
A global assignment policy is a set of guidelines and procedures that govern international assignments
within an organization. It outlines the terms and conditions of expatriate compensation, benefits, and
support services to ensure consistency and fairness across assignments.

Compensation Committee:
A compensation committee is a group of board members or executives responsible for overseeing the
organization's compensation practices. The committee reviews and approves executive pay, incentive plans,
and other compensation-related decisions to ensure alignment with business goals and shareholder
interests.

Human Resource Information System (HRIS):
A Human Resource Information System (HRIS) is a software tool used to manage employee data, payroll
information, and compensation records. HRIS systems help organizations to streamline compensation
processes, track employee performance, and ensure data accuracy for international assignments.

Payroll Administration:
Payroll administration involves managing employee salaries, bonuses, and benefits payments. It is essential
for organizations to have efficient payroll systems in place to ensure accurate and timely compensation for
expatriates working in different countries.

Global Mobility Policy:
A global mobility policy is a set of guidelines that govern employee relocation and international
assignments. It outlines the criteria for selecting expatriates, compensation packages, tax equalization
policies, and support services to ensure a smooth transition for employees working abroad.

Compensation Philosophy:
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A compensation philosophy is a statement that defines an organization's approach to rewarding employees.
It outlines the principles, values, and objectives that guide compensation decisions, including fairness,
competitiveness, and performance-based rewards.

Retention Bonus:
A retention bonus is a one-time payment or incentive offered to employees to encourage them to stay with
the organization for a specified period. Retention bonuses are often used to retain key talent, especially
during times of organizational change or high turnover.

Merit Pay:
Merit pay is a form of compensation that rewards employees based on their individual performance and
contributions to the organization. It is typically awarded as a salary increase or bonus and is linked to
performance evaluations and goal achievement.

Job Evaluation:
Job evaluation is the process of assessing the relative value of different job roles within an organization. It
helps to establish internal equity and determine appropriate salary levels for each position based on factors
such as skills, responsibilities, and market demand.

Compensation Survey:
A compensation survey is a research study that collects data on employee compensation practices, trends,
and benchmarks. Organizations use compensation surveys to compare their pay levels with industry
standards, identify gaps, and make informed decisions about salary adjustments.

Variable Pay:
Variable pay is a form of compensation that is based on performance, individual or team goals, or company
profitability. It may include bonuses, incentives, profit-sharing, or stock options that provide additional
rewards to employees based on specific performance metrics.

Severance Package:
A severance package is a compensation package offered to employees who are laid off, terminated, or
made redundant. It may include salary continuation, benefits extension, outplacement services, and other
financial assistance to support employees during their transition out of the organization.

Compensation Survey Data:
Compensation survey data includes information on salary ranges, pay levels, and benefits offered by
organizations in a particular industry or geographic region. HR professionals use compensation survey data
to benchmark their compensation practices and ensure competitiveness in the labor market.

Compensation Structure:
A compensation structure is a framework that outlines the organization's pay levels, salary ranges, and job
grades. It helps to establish internal equity, ensure fair and consistent pay practices, and provide a
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transparent guide for employees on how their compensation is determined.

Pay Equity:
Pay equity refers to the principle of ensuring that employees are paid fairly and equally for work of equal
value. It involves eliminating gender, race, or other biases in compensation decisions and promoting
transparency and fairness in pay practices.

Compensation Planning:
Compensation planning is the process of developing and implementing a strategy for managing employee
pay and rewards. It involves analyzing market data, setting salary budgets, evaluating performance, and
making decisions about salary adjustments and incentive programs.

Job Classification:
Job classification is the process of assigning jobs to specific categories or levels based on factors such as
skills, responsibilities, and qualifications. It helps organizations to establish clear job hierarchies, determine
appropriate pay levels, and ensure internal equity in compensation.

Compensation Consultant:
A compensation consultant is a professional who specializes in designing, implementing, and evaluating
compensation programs for organizations. Consultants provide expertise on market trends, best practices,
and legal compliance to help organizations attract and retain top talent.

Compensation Strategy:
A compensation strategy is a plan that outlines how an organization will reward and incentivize employees
to achieve business goals. It includes elements such as base pay, incentives, benefits, and performance
management to create a comprehensive and competitive compensation package.

Compensation Analyst:
A compensation analyst is a specialist who is responsible for analyzing and evaluating employee
compensation data within an organization. Analysts conduct salary surveys, assess pay equity, and make
recommendations on compensation strategies to ensure fair and competitive pay practices.

Salary Range:
A salary range is the range of pay levels associated with a specific job role or grade within an organization.
It includes a minimum, midpoint, and maximum salary that provide flexibility for managers to set individual
pay rates based on employee performance and experience.

Compensation Philosophy Statement:
A compensation philosophy statement is a formal document that articulates an organization's beliefs,
values, and principles related to employee compensation. It guides compensation decisions, communicates
expectations to employees, and ensures consistency in pay practices across the organization.
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Compensation Management:
Compensation management is the process of designing, implementing, and administering employee pay
and rewards. It involves setting salary levels, creating incentive programs, managing benefits, and ensuring
compliance with legal and regulatory requirements to attract and retain top talent.

Compensation Package:
A compensation package includes all forms of financial and non-financial rewards provided to employees in
exchange for their work. It typically includes base pay, bonuses, benefits, incentives, and other perks that
make up the total compensation offered by an organization.

Compensation Committee Charter:
A compensation committee charter is a formal document that outlines the responsibilities, authority, and
structure of the compensation committee within an organization. It defines the committee's role in
overseeing executive pay, incentive programs, and compensation policies to ensure transparency and
accountability.

Compensation Design:
Compensation design is the process of creating a pay structure and rewards system that aligns with the
organization's goals and objectives. It involves determining salary levels, incentive plans, benefits packages,
and other compensation components to attract, retain, and motivate employees.

Compensation Philosophy Examples:
Examples of compensation philosophy include statements about pay fairness, performance-based rewards,
market competitiveness, and employee recognition. A strong compensation philosophy helps organizations
to attract and retain top talent by clearly communicating their values and commitment to employee well-
being.

Executive Compensation Packages:
Executive compensation packages include salary, bonuses, stock options, and other incentives offered to
senior executives and top management. These packages are designed to attract and retain executive talent,
align with company performance, and ensure competitive rewards for leadership roles.

Incentive Compensation Plans:
Incentive compensation plans are programs that reward employees based on their performance,
achievements, or contributions to the organization. These plans may include bonuses, commissions, profit-
sharing, or stock options that motivate employees to meet specific goals and drive business success.

Market-Based Compensation:
Market-based compensation is a pay strategy that aligns employee salaries with market rates and industry
benchmarks. Organizations use market data and salary surveys to ensure that their compensation practices
are competitive, attract top talent, and retain key employees in a competitive labor market.
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Pay-for-Performance:
Pay-for-performance is a compensation strategy that links employee rewards to individual or organizational
performance. It involves setting goals, measuring performance, and providing incentives such as bonuses,
commissions, or merit pay increases based on achievement of specific targets.

Salary Administration:
Salary administration involves managing employee pay levels, salary structures, and compensation policies
within an organization. It includes setting salary ranges, conducting salary surveys, evaluating pay equity,
and making decisions about salary adjustments to ensure fair and competitive compensation for
employees.

Variable Pay Programs:
Variable pay programs are incentive plans that provide additional rewards to employees based on
performance, productivity, or business results. These programs may include bonuses, profit-sharing, stock
options, or other incentives that motivate employees to achieve specific goals and drive organizational
success.

Compensation Benchmarking Data:
Compensation benchmarking data includes information on industry salary trends, pay levels, and benefits
practices. Organizations use benchmarking data to compare their compensation practices with competitors,
identify gaps, and make informed decisions about adjusting salaries and benefits to attract and retain top
talent.

Compensation Philosophy Examples:
Examples of compensation philosophy include statements about pay fairness, performance-based rewards,
market competitiveness, and employee recognition. A strong compensation philosophy helps organizations
to attract and retain top talent by clearly communicating their values and commitment to employee well-
being.

Executive Compensation Packages:
Executive compensation packages include salary, bonuses, stock options, and other incentives offered to
senior executives and top management. These packages are designed to attract and retain executive talent,
align with company performance, and ensure competitive rewards for leadership roles.

Market-Based Compensation:
Market-based compensation is a pay strategy that aligns employee salaries with market rates and industry
benchmarks. Organizations use market data and salary surveys to ensure that their compensation practices
are competitive, attract top talent, and retain key employees in a competitive labor market.

Pay-for-Performance:
Pay-for-performance is a compensation strategy that links employee rewards to individual or organizational
performance. It involves setting goals, measuring performance, and providing incentives such as bonuses,
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commissions, or merit pay increases based on achievement of specific targets.

Salary Administration:
Salary administration involves managing employee pay levels, salary structures, and compensation policies
within an organization. It includes setting salary ranges, conducting salary surveys, evaluating pay equity,
and making decisions about salary adjustments to ensure fair and competitive compensation for
employees.

Variable Pay Programs:
Variable pay programs are incentive plans that provide additional rewards to employees based on
performance, productivity, or business results. These programs may include bonuses, profit-sharing, stock
options, or other incentives that motivate employees to achieve specific goals and drive organizational
success.

Compensation Benchmarking Data:
Compensation benchmarking data includes information on industry salary trends, pay levels, and benefits
practices. Organizations use benchmarking data to compare their compensation practices with competitors,
identify gaps, and make informed decisions about adjusting salaries and benefits to attract and retain top
talent.
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