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Dynamic growth in Asia and South 
America means that local salaries can 
now be far higher than the Western sal-
aries, causing new challenges to manag-
ers moving people into and out of these 
locations.  Steven Kilfedder, Manager 
of ECA’s Remuneration Services, looks 
at the new paradigm.

The demand for skilled and experi-
enced senior managers has long out-
stripped supply in many less developed 
countries leading to very high salaries 
for these positions, often considerably 
higher than their peers in developed 
countries. A good example of this new 
world order is Brazil where local staff 
receive higher total net cash pay than 
their expatriate colleagues at senior lev-
els but lower than the expatriate average 
at more junior levels (see Graph 1). The 
red dotted line shows that local staff in 
executive level positions earn around 
USD 75,000 net more than the average 
expatriate before local accommodation 
costs are deducted. This may cause issues 
for assignees in Brazil but this article will 
look at the effects of these high salaries 
on sending assignees abroad from these 
high salary countries.

Brazil salaries
High local salaries, combined with rela-
tively low living costs, mean that Brazil-
ian workers enjoy a very high standard 
of living. To maintain that standard and 
provide the incentive needed to move 
an executive out of Brazil will mean that 
assignment salaries will be very expen-
sive.  Consequently, a senior executive on 
an average Brazilian salary sent to France 
on a typical build-up package would be 
earning well over twice as much as other 
expatriates in the same country as well as 
double what their French peers earn at the 
same level of seniority. 

This, in itself, is a challenge, but a junior 
manager from Brazil with a salary calcu-
lated using the same methodology would 
be paid in line with the expatriate average 
in France, and therefore costs are far more 
reasonable. This difference is typical in a 
developing economy because of the large 
disparity in the home levels of pay for 
executives at different levels, caused by the 
considerable war for talent for more senior 
staff.  So the problem is multi-tiered: while 
in Europe and the US the salary multiple 

between a junior manager and executive 
positions is around 3 or less, in Brazil it 
is 5.5.

Other South American countries, such 
as Colombia, Chile and Mexico, are sub-
ject to the same challenges. Several Asian 
countries are soon likely to reach a simi-
lar position with a high degree of salary 
inequality and particularly high salaries at 
senior level. Local salary inflation in India 
and China already outstrips increases in 
Europe or North America, and local sala-
ries will quickly catch up and possibly 
overtake western levels. And thanks to 
their lower living costs at home, workers 
enjoy a very high standard of living which 
needs to be equalled when creating a pack-
age with sufficient incentive to move. 

China salaries
The speed at which the landscape is 

changing can be seen in China.  In 2007 
local salaries were only half those of 
expatriates at senior levels but as the 2011 
figures in Graph 2 on the next page show, 
local salaries have now almost caught up.

The graph also shows the large dispar-
ity between pay levels of locals (shown 
by the red line). In China the difference 
between salaries at the top and bottom of 
this range is a factor of 5.3 while in India 
the gap is 6.3.

Because of these large disparities, the 
huge cost of moving senior assignees 
may mean that the mobility required to 
transfer skills is difficult (or at least very 
expensive) to achieve, but making the 
salary policy leaner would penalise jun-
ior assignees since they are not currently 
unreasonably paid by comparison with 
the local and expatriate market in devel-
oped countries.

The New World Order
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Source: ECA International’s MyExpatriate Market Pay reports/Towers Watson

Graph 1
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So what, if anything, can or should 
be done to deal with the issues raised by 
this reversal in the old salary order and its 
effects on expatriation from highly paid 
developing countries to expensive western 
countries?

Solutions
Change the cost of living index used. In •	
the example from earlier, where a Bra-
zilian executive is moving to France on 
a typical build up but it is reasonable 
to assume that very senior staff in Brazil 
have more international tastes and buy 
international products and services. 
For this reason it is reasonable to use a 
cost-effective international cost of liv-
ing index which assumes international 
spending habits. If this is used, the sal-
ary of the Brazilian assignee in France, 
while still higher than the expatriate 
upper-quartile, is more comparable 
to other assignees and the expatriate 

retains their home buying power
Another way to constrain very high sal-•	
aries is to apply a maximum spendable. 
Once people earn a certain amount it is 
likely that most of the ‘extra’ will go to 
savings or luxuries rather than increased 
spending on day to day goods which is 
normally protected with a cost of living 
allowance
Promote the intangible benefits of the •	
assignment to their career and also the 
lifestyle benefits of living in rich devel-
oped cities. It would also help to man-
age expectations of the assignee and 
host business unit in terms of salary so 
that neither side has unrealistic expecta-
tions of what is possible
Look at expatriating staff earlier in their •	
career when the salaries are more simi-
lar between home and host countries
The last option is simply to accept •	
the new world order. It is still com-
mon in many developing countries 

Steven Kilfedder  is Manager of 
ECA International’s Remuneration 
Services.  He joined ECA in 2008 
after completing his Masters degree in 
International Studies from University 
of Sydney. After his undergradu-
ate joint degree in Economics and 
Geography from University College 
London, Steven moved abroad to 
teach English as a second language in 
the Czech Republic. He also taught 
ESL and business skills courses for the 
British Council in Azerbaijan, Myan-
mar and Vietnam.

On first joining ECA, Steven 
worked in the Location Ratings team, 
analysing the relative quality of life 
for expatriates in many of the coun-
tries he had recently lived and worked 
in. He then moved to the Remunera-
tion department where he has been 
heavily involved in the expansion and 
redevelopment of the MyExpatriate 
Market Pay report.

Source: ECA International’s MyExpatriate Market Pay reports/Towers Watson

Graph 2
for expatriates from developed 
countries to be paid many times more 
than local staff at the same seniority. 
This has been largely accepted as it 
was the price that had to be paid to 
get the skills and experience where it 
is needed, why should it be any dif-
ferent for assignees from traditionally 
less developed economies? 

The days of a one-size-fits-all assignment 
policy have gone. Increasingly flexibil-
ity is built into assignment programmes 
and these will be tested as some develop-
ing country salaries get higher. As the old 
world order is changing so rapidly, edu-
cation of stakeholders about the realities 
international pay differentials is increas-
ingly necessary or they will not be able to 
deal with these issues as they arise. 


