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WHAT IS QUALITY OF LIVING?
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Defining Quality of Living/Hardship 

• Quality of Living vs. Quality of Life
• Quality of Living refers to the living conditions in a location from the 

perspective of an expatriate and his or her family.

• Hardship represents an assessment of negative quality of living

• There is a need for common understanding for increasingly global and 
diverse workforce 

• Quality of living and Hardship evolve over time
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Evolution of Quality of Living, 1998 to 2011
Quality of Living index.  Base city: London
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QUALITY OF LIVING ASSESSMENT 
APPROACH
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Common approach for assessment of Quality of Living

• Individual differences but similar needs

• Assessment approach needs to address basic quality of living needs
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Mercer’s two hardship products

• Location Evaluation Reports
– For ~ 130 hardship locations 

– Numeric evaluation + comprehensive 
narrative description

• Quality of Living reports and calculators

– For over 400 locations

– Numeric evaluation + narrative description 

– Assess relative Quality of Living 
differences between any two locations

• Both provide quantitative values for 
qualitative perceptions
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Quality of Living/Hardship assessment methodologies

• Qualitative and quantitative methodologies to assess quality of living
– Globally consistent; enable location-to-location comparison
– Represent basic concerns for all international employees
– Neutral, consistent
– Measurable
– Transparent
– Monitored over time
– Customizable

• Link to recommendations for compensating for difficult living conditions
– Financial incentive
– Additional benefits
– Accommodate different “philosophies” on compensating for hardship
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Quality of Living assessment 
Factor categories

• Political and socio-economic environment 

• Crime

• Pollution and sanitation, disease and medical facilities 

• Education

• Housing

• Infrastructure 

• Leisure and entertainment 

• Consumer goods and services 

• Natural environment 

• Physical remoteness
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Quality of Living assessment 
More options

• Communication

– Language

– Culture

• Distance to/from home country

• Extreme conditions

• Difficulty of entry (visa and work permit) for expat and family

• Single Status versus family assignments



COMPENSATING FOR HARDSHIP
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Compensating for Hardship 
Home-host combination approach vs. Host approach

Home-host combination approach

• Compares living conditions in 
home locations vs. in host 
locations

• Assignees from different coun-
tries may get different hardship 
allowance percentages

Host approach 

• Fixed allowance % for each 
country; ignores assignee’s home 
country

• Therefore, all expats get the 
same allowance percentage
regardless of country of origin

According to both of these approaches, the hardship amount will vary 
depending on the home salary
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Compensating for Hardship 
Three cities, two approaches, different recommended premiums*

* As a  % of  home gross base salary

Home-Host approach

Chicago to Bogotá:
• Index: 69 
• Hardship: 20%

Caracas to Bogotá:
• Index: 125 (> 100)
• Hardship: 0%

Host approach

Chicago to Bogotá:
• Bogotá Location 

Evaluation score: 266
• Hardship: 20%

Caracas to Bogotá:
• Bogotá Location 

Evaluation score: 266
• Hardship: 20%
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Quality of Living Index Calculation 
Standard options

Total Index of 
Base City vs. 

Host city.
QOL in Lagos 
is lower than 

in London

QOL 
allowance as 
% of home 

salary
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Quality of Living Index Calculation 
Score details and narrative description for one category
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Quality of Living Allowance grid

% to be applied 
to home Gross Income

Host City Index
home city = 100
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Quality of Living Index Calculation 
Additional options

Adjusted 
QOL index

Adjusted 
Hardship %
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Location Evaluation Report Sample 

Rating based 
on specified  

category 
conditions 

Narrative 
description of 

conditions
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Location Evaluation Report Sample

Evaluation score 417  
Mercer recommended location premium 35%



GLOBAL MARKET PRACTICES AND 
TRENDS
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Global market practices and trends

• Hardship approach and talent management considerations

• Differences according to nationality, culture and industry sectors

• Paid for long-term (and, increasingly, short-term) assignments

• Hardship premium amount determined:

– As % of annual gross base salary 

– As % of annual net salary 

– Maximum is usually 50% (of base salary)

– Fixed amount 

– Mainly paid monthly
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Global market practices and trends, continued

• Increasingly, caps/ceilings are introduced

• Phasing out of hardship premium over time

• Updates usually at beginning of assignment

• Combined (or not) with mobility premium 

• Hardship premium included in lump sum (typical for emerging markets)

• Hardship differentiation according to family situation (single vs. married 
vs. married with children)
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Additional premiums for hardship destinations

• Risk/Danger pay for extremely dangerous destinations (political turmoil)

• “Pioneer” premium
– For first representative of a company in a new hardship destination

• Completion bonus
– Typical practice in oil & gas, construction, mining industries

• Remote Location premium
– Requires a clear definition of what “remote” means
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What makes a location remote?

• Location where hardship is experienced due to physical and 
social isolation

• Variables for classifying a location as remote:

– Population size

– Travel time to the nearest city/large town 

– Transportation available for in-country travel

– Availability of cultural events/entertainment 

– Telecommunication infrastructure
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Additional measures for hardship destinations, continued

• Rest and Recreation leave
– Period granted to expats in a hardship location to spend time 

away from it
• Security measures

– Training and continued information provision
– Evacuation plans
– Secure compound/security guards

• Rotational assignments
– Employees spend weeks in a location to work, followed  by days 

or weeks at home or on Rest and Recreation leave, with the 
pattern of work and leave repeating throughout the assignment. 
Almost always for single-status assignments.
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Rotational assignments

• Common in oil & gas, energy, construction, mining industry sectors

• Almost always single-status assignments

• Often similar to Rest and Recreation leave

• Linked to hardship locations

• Various types

• Duration usually one to three years

• “Rotational bonus” or allowance mainly in Middle Eastern companies
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Special situations: Japan and North African turmoil

Few companies have increased 
hardship premiums in temporary 
hardship situations
“Ad hoc” allowances paid
Actions focused on facilitating 
evacuation, support for family
Case-by-case solutions

Long-term impact on living 
conditions
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QUESTIONS
Type your questions in the Q&A section of the toolbar 
and we will answer as many questions as we can.

To submit a question while in full-screen or half-screen 
mode, use the Q&A button on the bottom right-hand 
side of your screen.

Questions and contacts

CLICK HERE TO ASK A QUESTION 
TO “ALL PANELISTS”

FEEDBACK
A feedback form will pop up in a new window when the 
session ends. Please complete it so we can continue to 
improve.

www.mercer.com/webcasts
View past recordings and sign up for upcoming webcasts
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Christa Zihlmann
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