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Globalization, and the growing demand for new
areas of business to emerge, have led to growing
internationalization of organizations. It then becomes
inevitable to send employees abroad, mostly to ensure
management supervision, oversight and technical
support. Thus, companies feel the need to plan for, and
define a benefit policy for those employees.

The first step in planning a expatriation process is
defining the length and scope of an international
assignment. As there are several types, they must be
handled differently.

Text:

EXPERT ON EXPATRIATE
INSURANCE SOLUTIONS

Types of International Assignment

Viagem de Negdcios Nao superior a 2 meses
Business trip Less than 2 months
Deslocamento Temporal De 2 a12 meses
Temporary Assignment 2-12 months
Length of stay abroad

gthof stoy Expatriado DeTla5anos
Expatriate Tto5years
Deslocamento Permanente Ap6s 5 anos e com duragao indeterminada
Permanent Assignment More than 5 years, indefinite length

Type of Expatriate

Colaborador que trabalha no pais em que a empresa tem a casa mae

e é transferido para outro pais

Employee works in the country where headquarter is located; is then assigned to
a different country

Headquarters Expatriate

Colaborador que é transferido do seu pais de origem para o pais em que
aempresa estd sedeada

Employee is sent from home country to work in the country where headquarter
is based

Headquarters Inpatriate

Definitions

Colaborador que trabalha num pais em que a casa mae nao estd sedeada
e é transferido para um outro pais

Employee works in a country where headquarter is not located; is assigned to
another country

Third Country National

Note: This analysis is based on Portuguese legislation.

The reasons why companies send their employees abroad for
assignments lasting over a year are connected with the transfer or
acquisition of expertise, namely technical expertise, and ensuring
control of decision-making and operational processes.



Main expatriates destinations

Companies need
increasingly mobile
employees to face

the challenges of
international expansion

Expatriate workers move to an increasing
number of countries.

However, according to HSBC’s The Expat
Explorer Survey 2010 - Report One: Expat
Economics, and Report Two: Expat Experience,
we might rank the countries welcoming a
higher number of expatriates according to two
overarching parameters:

(1) “Wealth/Disposable Income” which is derived
from a weighting of income, disposable income
and luxury commodities one owns in the
destination country (all items being given the
same relative weight);

(2) Expat Experience, whose weighted variables
are: Settlement in destination country
(16,7%), integration (16,7%) and standard
of living (66,7%).

Based on these two parameters, we can design a
map to illustrate the wealth hotspots that expats
are more frequently assigned to.

. “Expat Wealth” Hotspots

“Expat Experience” Hotspots



Expatriates destinations ranked according to “Wealth/Disposable Income”
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Considering a total of 25 countries, the report discloses a number of
interesting findings, especially where Europe is concerned. One of
them concerns the difference in wealth/disposable income, where
the East tends to outstrip Western Europe (Belgium, Spain, France,
Germany and the Netherlands are ranked at the bottom out of all 25
countries.) In 2009, wealth had clearly bequn to move East.

Another major finding in “Report One: Expat Economics” is the rise of
BRIC countries - Brazil, Russia, India and China - as a destination for

expatriates (see highlight box).

What factors account for these results? 57% of expat respondents
indicate brighter career prospects and higher pay. (see highlight box).

Expatriate destinations ranked according to “Experience”
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Looking into the apparent contradiction between the two rankings,
an interesting datum is presented to us. To all intents and purposes,
career prospects and standards of living are not directly related.

Though you might think a move to a different country would give an
employee a chance both to improve their standard of living but also
boost their income, actual results demonstrate that the two benefits
rarely go hand in hand. Results gleaned in BRIC countries demonstrate
the disconnect all too well. (see highlight box)

Note: research methodology is explained at the end of this file.



There are exceptions, of course. But as one can see, countries like Saudi
Arabia, Qatar and Russia, ranked top 5 for “wealth” represent the
bottom when you measure standards of living.

Where Portugal is concerned, more than 60% of expatriates working
for Portuguese companies move to European and African countries
(upwards of 80% of expats are assigned to Angola). However, new
expat destinations are expected to emerge over the coming two years.
Although there is no base script to analyze and plan an expatriation

policy with all its intricate factors. It can be pointed out a few
instrumental, key issues we have to take into consideration.

0 QUE E QUE O EXPATRIADO PENSA?

Abordando o lado do expatriado, existem dados que mostram as principais motivagées pessoais que levam os trabalhadores a abragarem
um projecto fora do seu pais de origem.

Voltando a referir o mesmo estudo do HSBC Bank International (Expat Economics 2010), verifica-se que as perspectivas de carreira e sald-
rios mais elevados sao a principal razao para se trabalhar num pais estrangeiro (ver grafico).

Perspectivas financeiras e de carreira

Ganhar experiéncia de vida

Cansado da situagao no meu pais de origem

0 meu empregador actual destacou-me para aqui
Para estar com o meu companheiro(a)/cénjuge

Para me reformar noutro pais . 5%
0

Para cuidar de familiares no pais anfitriao | 29%

Outro/Nao respondeu I3%

E DE UM PONTO DE VISTA MAIS PESSOAL: UE MOTIVA A SAIR DO PAIS?

Apesar das mais-valias financeiras esperadas quando se abraga uma vida de expatriado, é interessante notar que o desenvolvimento pessoal é rela-
tado como uma das maiores vantagens para agarrar uma oportunidade profissional fora do pais de origem. Dos respondentes ao inquérito "Expat
Experience" 81% refere alargar horizontes e ganhar experiéncia de vida como sendo os beneficios mais importantes quando se tornam expatriados.




Different solutions for different realities

Tax and Legal Framework

Taxation and legality frameworks must be analyzed according to the
frameworks put in place by the host countries. We must also take into
account any conventions that rule on taxation of expatriate labour.

Employee Mobility

This parameter for analysis includes several factors that must be taken
into account. By and large, they can be classed under the two following
groups:

a) Exogenous factors, such as geographical, cultural, legal diversity
& other kinds of diversity;

b) Endogenous factors, such as the expat worker’s age group,
professional profile, the need to relocate families, duration of
foreign assignment (“nomad worker” development), situations
arising from mergers and acquisitions, management of employee
benefit programmes (which are increasingly complex).

Because these factors tend to incorporate more and more variables,
companies are turning to specialty consulting services to help them
implement expatriate policies.

These companies develop entire expatriation policies, breaking the
process down to segments so as to derive maximum benefit from each
segment.

Planning Stages/Cycle and Implementation of an Expatriation Policy

FASE / STAGE |

DESENVOLVIMENTO
DE ESTRATEGIA
STRATEGY
DEVELOPMENT

FASE / STAGE Il

DESENVOLVIMENTO
DE DESENHO E PLANO
DE IMPLEMENTACAO
DESIGN IMPLEMENTATION PLAN

FASE / STAGE 11l FASE / STAGE IV
IMPLEMENTACAO
NOS PAISES
COUNTRY
IMPLEMENTATION

AVALIACAO E GESTAQ

GLOBAL CONTINUA
CONTINUAL ASSESSMENT
AND GLOBLA MANAGEMENT




Considering the current solutions offered by the market, the
components relevant to expat protection, available at this writing, are
as follows:

De acordo com as fungdes exercidas no pais de origem, mas também € pratica ajustar o saldrio as condigoes
Saldrio Base praticadas na empresa de destino

According to the job carried out in the home country, although it is current practice to adjust earnings to the pay scale of

the host company

De diversos tipos, sendo os mais comuns: bénus de instalagao, de expatriacao, de desempenho

Come in all shapes and sizes, the most common being: Settling-in bonus, expatriation bonus, performance bonus

Alojamento, Educagao, Riscos Cambiais (precaver as diferengas de cambio), Custo de Vida (ter em conta a
Subsidios diferenca do custo de vida no pais de destino), Penosidade ou Perigosidade
Housing, Education, Foreign Exchange Risk (protection against fluctuation in currency values/exchange rates), Living
Expenses (taking into account variable costs of living), Danger or Difficulty Allowance
Beneficios Seguros, Viagens, Férias, Cursos de linguas
Insurance, Travel, Holiday, Language Classes

However, a more careful analysis allows us to identify the features
that set each solution apart, and highlights just how important it is to
select a product to accommodate the specific needs of each company,
with a special emphasis on health coverage component.

BRIC - as promessas da expatriagdo?

Os paises BRIC parecem estar a emergir
como hotspot de expatriados.

A demonstragao, nos ultimos anos, de bons desempenhos econé-
micos por parte deste grupo de nagdes teve reflexos também ao
nivel dos resultados do estudo conduzido pelo HSBC “Expat Eco-
nomics”.

A comparagao entre os BRIC e os demais paises revela que os ex-
patriados daquele grupo obtiveram nao sé ganhos superiores a
média global, mas também maiores oportunidades de desenvolvi-
mento da carreira (excepcao feita ao Brasil neste ponto).

No entanto, uma andlise ao relatdrio “Expat Experience” demons-
tra mais uma vez aquilo que é uma assumpgao generalizada do
estudo. Se por um lado os residentes no grupo BRIC estdao bem e
recomendam-se na vertente econémica, ja ao nivel da experién-
cia, o Brasil, a Russia, a [ndia e a China (em paralelo com o Médio
Oriente) sao os locais mais dificeis para um expatriado estabelecer
a sua vida pessoal e social. Para estes resultados sao tidos em con-
ta factores como a facilidade de acomodacao, servicos de saude,
regularizagao administrativa da situacao fiscal e financeira (con-
tas bancarias) e outro tipo de servicos utilitarios essenciais a vida
do dia-a-dia.

O Brasil ndo entra no top 25 do ranking "Expat Experience" (ver
metodologia no final deste dossier), a India esté no dltimo lugar
deste ranking, com as dificuldades ao nivel da adaptacao cultural
e de estilo de vida. Quanto a Rdssia (em 232) e a China (209), as
grandes questoes levantadas referem-se as dificuldades na orga-
nizagao do sistema de proteccao da saude e nas deslocagoes/via-
gens internas.




Drivers and solutions for an effective expatriation policy

Whatever shape or form an expat policy takes on, both the company
and the expat employee must follow rules and comply with their duties
regarding coverage in their home country and respective working
conditions/fairness in the destination workplace.

The main drivers for an expatriation policy are connected with legal
matters, benchmarking costs & standards of living, housing costs and
function matching between home and destination workplaces.

COVERAGE IN
DESTINATION
COUNTRY

OUTROS
INCENTIVOS / PREMIOS
OTHER INCENTIVES,
OTHER REWARDS

REWARDS AND ANALYSIS OF LIVING
INCENTIVES STANDARDS

COVERAGE
IN COUNTRY OF ORIGIN

BENEFICIOS SOCIAIS
SOCIAL BENEFITS

WAGES, TAXES COMMODITIES AND HOUSING
SERVICES

Where Portugal and coverage products in the destination country are
concerned, we must highlight:

- Solutions that strive for modularity and flexibility in their options
- adapting to fit the client’s needs, which vary significantly from
country to country and according to the expat employee’s own

profile.



\WHAT SHOULD BE COVERED

- Other solutions are designed as a one-size-fits-all programme,
which is reasonably comprehensive in terms of coverage and
may be complemented by optional coverage. These rather
comprehensive coverage solutions are especially geared toward
expatriate workers in countries where public healthcare and other
assistance services are found lacking.

Any expat policy must
consider the company’s
strateqy, the expat
worker’s profile and
that of the host country.

We must, of course, mention BUPA for the
worldwide recognition their service has
garnered. However, what they offer is dedicated
healthcare cover, for which reason it may not
be the best possible solution for those who need
additional assistance services.

It is of the utmost importance to analyze
solutions in order to adapt them to company
policy and strateqy, as well as the expat’s own
profile and the destination country. Should none
of the solutions on offer prove adequate, it may
be structured on a case-by-case basis.

Any company wishing to initiate or develop an expatriation policy must plan the most fitting coverage solutions, taking into account
both the nature of their expat assignments and their destination countries.

Key benefits to consider when looking for a partner/company:

« Capacity for global coverage;

« Ability to adjust the global coverage plan to the best tax schemes available;
+ Commitment toward levels of service, to be defined in conjunction with the client.

A superficial glance at the solutions on offer will make it seem as if they’re all alike.
However, a more careful approach reveals the significant differences among them. That’s why one must select coverage products
according to the specific needs expressed by each company.



DID YOU KNOW..

1%

MOST EXPATS ARE ROUTING MORE AND MORE
OF THEIR MONEY INTO SAVINGS PRODUCTS

3%

ADMIT THEY’RE SPENDING MORE MONEY

Fonts:

Research Methodology

EAPATRIATES
CONCERNS

EMOTIONAL ISSUES, SUCH AS THE
DEVELOPMENT OF ASOCIAL LIFE, LONELINESS
AND MISSING FAMILY AND FRIENDS ARE
FOREMOST AMONG EXPAT CONCERNS (MORE
THAN OTHER PRACTICAL CONCERNS)

8%

WOMEN ARE HIT HARDER

3%

THAN MEN

EUROPEAN EXPATS FIND IT HARDER
TO MAKE NEW FRIENDS IN THEIR
HOST COUNTRY.

EXPATS ARE INCREASINGLY EAGER
TO CHANGE THEIR HOST COUNTRIES.

oY

HAVE LIVED IN THEIR HOST
COUNTRIES FOR OVER 5 YEARS

THAILAND
+ CANADA

HAVE THE LARGEST NUMBER OF
EXPAT LIFERS (LONG-TERM STAYS)

Online survey answered by 4,127 expat workers from over 100 countries, from April 26 to June 7, 2010. A sample of 30 or more respondents was a necessary precondition for

inclusion in reported results; only a sample of 30 or more was deemed relevant and indicative of points of view and/or trends observed among the target group.





