
Worldwide ERC® would like to 
thank today’s sponsor: 

© 2017 Worldwide ERC®

Thursday, October 5, 2017



© 2017 Worldwide ERC®

Cost of Living: 
Challenges, Trends & Best Practices



WORLDWIDE ERC® WEBINAR 
DISCLAIMER

The views, opinions, and information expressed during this 
webinar are those of the presenter and are not the views or 
opinions of Worldwide ERC®.  Worldwide ERC® makes no 
representation or warranty with respect to the webinar or any 
information or materials presented therein.  Users of webinar 
materials should not rely upon or construe the information or 
resource materials contained in this webinar as legal or other 
professional advice and should not act or fail to act based on the 
information in these materials without seeking the services of a 
competent legal or other professional.
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Webinar Instructions

Technical difficulties? 
• Dial 866.779.3239, or e-mail questions to support@webex.com

Sound Troubles?
• If your sound quality is poor, check your Wi-Fi strength or connect 

via cable. 
• Call in using the phone number listed under the “Event Info” tab in 

the upper left-hand corner.

To return to meeting room window:
• If you are in full screen mode, you may return to the meeting room 

window by clicking the View Meeting Room button located at the 
bottom left corner of your screen.
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Q&A Instructions
• Submit questions 

through Q&A dialogue 
box 

• Box is located in lower 
right corner of screen 

• Do not use the Chat 
Box

• Be specific
• You may submit your 

question at any time 
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CRP® and GMS® Certification
If you are a CRP® seeking CE credit for this webinar, you must

utilize the CRP® Recertification Credit Form, available online at:
http://www.worldwideerc.org/Education/CRP/Pages/crp-recertification-form.aspx

(please note that all (S)CRPs must use this form and pay the $8 admin 
fee to receive CE credit)

If you are a GMS® seeking CE credit for this webinar, you must 
include the name/date of this webinar on your GMS® Renewal 

Application (at the time you apply for recertification).  The 
Renewal Application is available online at:

http://www.worldwideerc.org/Education/GMS/Pages/GMS-Renewal-Application-Form-Video.aspx
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What is COLA?
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What is COLA?

Cost Of Living Allowance 
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What is COLA?

An allowance or differential paid to the employee to provide 
approximately the same goods and services purchasing 
power in the host location that they have in the home 
location based on their family size and salary level. 
-Worldwide ERC Glossary
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What is COLA?

An allowance or differential paid to the employee to provide 
approximately the same goods and services purchasing 
power in the host location that they have in the home 
location based on their family size and salary level. 
-Worldwide ERC Glossary

An amount of money that an employee gets in addition to 
his or her normal pay because the cost of living in a 
particular area is high
-Cambridge Dictionary
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What is COLA?

What it is…

 Cash allowance in 
addition to salary

 Temporary

 Balance of 
purchasing power

What it is not…

 Salary increase

 Permanent

 Market pay rate
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What are Typical Categories for 
COLA Calculations?

• Goods & Services
• Housing
• Transportation
• Taxes
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When is a COLA Applied?
• Domestic

– Permanent Relocations
– Total cost of living

• International
– Temporary Long Term Assignment

• Balance Sheet
• Goods & Services
• Housing
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How is a COLA Calculated?
• Differential between home/origin and 

host/destination
• Applies consistency and a standard 

methodology to compare the cost between 
locations

• Pricing Indices
– Expatriate market basket
– i.e. grocery store versus convenient store
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Determining a COLA

Host 
Goods

& Services
Expenditure

Total Cost of 
Living at Origin

COLA

–

=

Total 
Cost of Living at 

Destination

COLA

–

=

Home
Goods

& Services
Expenditure

Domestic International

Host Goods & 
Services 

Expenditure



Cereal & Bakery Products

Meats, Poultry, Fish

Oils, Fats & Sweets

Dairy Products

Fresh Fruit & Vegetables

Processed Fruit & 
Vegetables

Beverages 

Canned & Packaged Goods

Clothing

Household Furnishings 
& Equipment

Food Prepared at Home

Household Supplies 
& Services

Personal Care Supplies 
& Services

Medical Care  

Communications

Domestic Help

Transportation

Recreation & Entertainment

Food Away from Home

Alcohol & Tobacco

Goods & Services 
Market Basket

Cereal & 
Bakery Products

Flour

Rice

Pasta

Bread

Cookies

Cereal

Food Prepared 
at Home

Sample Goods & Services Expenditure 
Categories



International Home and Host 
Housing Components 

HOST –
Current Market Rental Costs

HOME –
Normative Spending

• Rent 
• Maintenance / Condo Fees
• Rent Tax
• Contents Insurance
• Utilities
• Location Specific Costs –

Parking, Pest Extermination, etc.

Rent or Mortgage Interest
Utilities
Property Taxes
Property Insurance 
Repairs / Maintenance

• Rent or Mortgage Interest
• Utilities
• Property Taxes
• Property Insurance 
• Repairs / Maintenance



Intl Host Housing Data Sample
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Housing - Domestic
• Compares similar housing between locations for 

income/level of transferee
• Not meant to include an individual’s “lifestyle” or 

personal choices
• Needs to include actual data – (e.g. closed homes in 

the U.S. – not just listings)
• Homeowner and Renter data are completely different
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Domestic Housing Data Sample
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2,300 Sq. ft. home – January 2017



Transportation
• International

– Stand alone allowance or included in COLA
• Domestic

– One of major components in domestic moves
• Fixed Costs – insurance, depreciation, registration, 

maintenance, etc.
• Variable Costs – fuel
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Income Taxes
• International

– Companies will provide some type of tax 
assistance/tax equalization as a separate benefit.

• Domestic
– Federal, state, and local taxes included in COLA 

calculations
– In higher housing cost areas, federal (U.S.) taxes 

decrease as transferees can deduct the 
additional mortgage interest (and possibly 
property taxes). 
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Who is Eligible for a COLA?
• International

– Expatriates/Assignees on a temporary, long-term 
(1-5 years) international assignment

– Local Hires/Transfers – typically offered in the 
form of a lump sum, if offered salary yields a 
lower purchasing power.

– Local “Plus” – ongoing education, housing 
allowances can be negotiated into local pay 
packages for certain host-based moves.
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Who is Eligible for a COLA?
• Domestic

– Most companies look at pre and post move locations 
as opposed to specifying higher cost areas.  Typically 
offered to any employee relating to a higher cost area 

– A minimum threshold is often required to qualify for 
the benefit such as the difference between the 
locations must be greater than 5%.

– A few companies look at only certain components 
such as housing but this isn’t recommended due to 
other variables and depending on compensation 
structure (national vs. regional pay scales)
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What are Common COLA 
Resources?

• Third party service providers
• Websites and free calculators
• Government (State Dept. & DOD)
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When Does a COLA Change?
• International

– Policy defined review/updates 
• Ex. quarterly, Fx threshold

– Localization: after 3+ or 5+ years on assignment
– Volatile currency/inflationary locations

• Domestic 
– Typically applied through payroll (monthly, bi-monthly)
– Step-down / declining (3, 4, or 5 years)
– Sometimes offered as a lump payment
– Can use national relocation lenders to administer a 

mortgage subsidy
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How Do Extremely High Salaries 
Impact COLAs?

• Limitations
– Salary Caps used to mitigate allowances on 

high salaries
– Maximum first year payment amount can be 

established for any salary level

• Base Salary versus Commission 
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Additional Solutions in 
“Extreme” High Cost Areas

• International
– Lower wage assignee to higher wage location 

may need more than a COLA because home 
spendable income may be too low

• Domestic
– Longer payout terms (5 years as opposed to 3)
– Front-loading or paying additional year up front 

to assist with down payment on a home
– Corporate Second Mortgages
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Per Diem or COLA?
• Per diem ≠ COLA
• Destination-driven

– Short Term Assignment
– Home vs. Host location expenses

• Covers specific expenses
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Thank you for attending!

Visit the Worldwide ERC® web site at 
www.worldwideERC.org, or contact 

Worldwide ERC® for more information on 
these topics.  703.842.3400
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