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What is it?

Total Rewards Valuation is a method to place a value on 
each labour condition in a labour conditions package. It 
embraces the notion that labour conditions are not offered 
separately to employees, but in fact are part of ‘the deal’ 
between employer and employee. A logical consequence 
is that every adjustment to a labour condition influences 
the overall deal and may be balanced through other labour 
conditions. That is why an integrated approach is desired, 
or in some cases even necessary. 

How does it work?

In the Total Rewards Valuation approach all labour 
conditions are valued as a gross salary equivalent. This is 
the replacement value of a labour condition if it would be 
replaced by gross salary. This approach enables adding 
up all labour condition values to one total package value. 
With this approach the value of different labour conditions 
packages can be compared objectively and insight in 
costs of harmonisation can be provided. Analyses can be 
performed for all individual employees facing a change in 
their labour conditions package. All employees will then 
receive a personal Total Rewards Valuation statement.

When is it used?

The Total Rewards Valuation approach is often used in the 
following situations:

�� Harmonization of two (or more) labour condition 
packages into one new package

�� Pension redesign initiatives which are expanded to 
include more than pension

�� Benchmark on total package value

�� Provide insight in the contents and value of the labour 
conditions package offered

In this brochure the use of the Total Rewards Valuation 
approach is illustrated for the scenario Harmonisation. 
In the current economical climate it is important for any 
organisation to work as efficient as possible. Preventing 
unnecessary costs and increasing employee satisfaction 
by removing differences in labour conditions can lead to 
improved business results.  

Many organisations deal with differences in labour 
conditions offered to different groups of employees. 
Often these differences originate from mergers and/or 
acquisitions in the past. 

When larger employers in the Netherlands seek to 
harmonise the labour conditions they offer to employees, 
negotiations with their Works Council (and in case of a CLA 
also with Labour Unions)  will have to take place in order 
to get their  formal approval. This often leads to a more 
expensive package as Works Councils tend to choose the 
best labour conditions from both packages - also known 
as ‘cherry-picking’ - or at least start negotiations from 
this point. The chance of reaching a cost neutral result is 
relatively small; people tend to ‘stay on the save side’ when 
absolute values of labour conditions are unknown. With the 
Total Rewards Valuation approach a cost increase due to 
lack of objectivity can be prevented.

The Total Rewards Valuation approach enables employers 
to overcome all differences in labour conditions and obtain 
one harmonised package.

Inventorise

In order to get clear what labour conditions are in place, a 
so-called ‘side-by-side’ overview is created to capture these 
for each package of labour conditions. This side-by-side 
document is a descriptive overview in which the essence  
of the labour conditions is written down. Where applicable, 
comments on market practice are added per labour 
condition. Based on the side-by-side overview choices 
can be made with regard to including or excluding labour 
conditions from the package valuation. Subsequently, the 
details of the harmonisation process can be defined.

Total Rewards Valuation
Comparing total rewards packages 

The Total Rewards Valuation approach 
enables employers to overcome all 
differences in labour conditions and obtain 
one harmonised package.



Harmonise

By harmonisation of labour conditions we mean moving 
towards one new labour conditions package for all employees. 

In cases where the new package is of less value than the 
current package, we calculate a harmonisation allowance 
which makes the value of the new package equal to the 
value of the current package. The harmonisation allowance 
is gross salary which employers can choose to be basis for 
vacation allowance, bonus and pension accrual. When the 
harmonisation allowance is basis for vacation allowance, 
bonus and pension accrual, it will be lower than when this is 
not the case.

Advice

Willis Towers Watson can assist you in harmonising your 
labour conditions. Our advice will help you to determine 
whether one of the current packages will be the new 
package for all employees. Alternatively, a not yet existing 
new package could be designed. This last option could 
help to better align with the strategy of the company. Willis 
Towers Watson has a lot of experience with regard to 
designing new packages based on stakeholder interviews 
and strategy workshops. When a new package has been 
chosen, Willis Towers Watson can support you with the 
process of informing, discussing and negotiating with 
stakeholders such as Works Councils and Labour Unions.

Value

The value of a labour condition is the value which the 
employee actually receives from the employer, so after 
deduction of employee contributions (e.g. towards a 
pension plan). Consequently, we value packages of labour 
conditions from the perspective of the employee. 

Although the value and the cost of a labour conditions 
package are strongly related, they  
are certainly not the same. Think for instance of gross 
versus net effects or employer cost versus employee 
added value. Therefore, we also take the costs of labour 
conditions packages into account.

In order to make total package values comparable, we also 
place a value on the difference in annual working time. The 
value of this difference is equal to the relative difference 
in annual working time in both packages multiplied by the 
value of all time dependent labour conditions. A longer 
working time is valued as a negative aspect of a package 
and vice versa. Only after assessing the value of the 
difference in annual working time the actual difference in 
total package values becomes clear.

Analyses can be performed for all individual employees 
facing a change in their labour conditions package. All 
employees will then receive a personal Total Rewards 
Valuation statement (see  page 4). This statement shows the 
values of the current and the new labour conditions package.

Advantages of harmonisation with Total Rewards Valuation

�� Remove employee dissatisfaction with regard to 
differences in labour conditions

�� Prevent unnecessary cost of ‘cherry picking’

��  Easier to explain to employees, Works Councils and 
Labour Unions (objectivity)

�� Less complexity to adjust one set of labour 
conditions to company strategy and to changes in 
applicable law

�� Mobility of employees within the different units of the 
company becomes easier

�� Unambiguous communication on labour conditions to 
(future) employees

�� Reduced administrative burden for both HR and 
Finance

�� Improved basis for future acquisitions by:

�� Availability of valuation model and approach

��  Knowledge of and experience with harmonisation 
process and valuation approach within the company

�� Easier negotiation process with stakeholders of the 
party to be acquired or the acquiring party
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Total Rewards Valuation can remove employee dissatisfaction with regard to differences in 
labour conditions.
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Total Rewards Valuation statement

Name Employee X Package A Package B
Job title Account manager

Job code CSM000

Job level P03

Element Value Value

Cash compensation Annual salary € 45,000 € 46,000

Fixed Harmonisation allowance € 0 € 1,284
Vacation allowance € 3,600 € 3,783

13th month payment € 3,750 € 0

Total fixed compensation € 52,350 € 51,067 

Cash compensation Profit sharing € 1,500 € 0

Bonus € 0 € 2,000

Overtime allowance € 750 € 1,250

Variable Total variable compensation € 2,250 € 3,250

Total cash compensation € 54,600 € 54,317
Other compensation Car lease plan (value of private use) € 0 € 0

Allowance for business kilometres € 400 € 500

Commuting allowance € 2,400 € 2,600

Study and employability € 1,000 € 1,500 

Long service award € 308 € 220

Total other compensation € 4,108 € 4,820 
Insured compensation Pension plan € 4,550 € 7,172

Life insurance € 186 € 450 

Accidental Death & Dismemberment € 58 € 85

Health care insurance € 907 € 687

Short term disability € 2,131 € 2,131

Disability coverage (WGA gap, WIA excess) € 460 € 350

Total insured compensation € 8,292 € 10,874

Total compensation € 67,000 € 70,010 
Average annual working time (hours) 1716 1800

Value of added or reduced working time € 0 –€ 3,010 

Standardized total compensation € 67,000 € 67,000 

Relative standardized total compensation 100% 100%
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