Washington Post Article on Overseas Locality Pay

Foreign Service Suffers From Lack of Locality Pay for Overseas Workers 

 by Stephen Barr 

Since 1997, 62 percent of senior overseas employees who have retired from the Foreign Service have moved to Washington from their posts abroad to end their State Department careers.  Why?

To get "locality pay" factored into their retirement formula, a recently released report by the General Accounting Office says.
Foreign Service employees interviewed by the GAO pointed out that their overseas differential does not count toward retirement benefits, while locality pay, which is provided to employees working in Foggy Bottom, does.
A 1990 law restricts locality payments to employees serving within the contiguous United States. Locality adjustments since 1994 account for 11.48 percent of a white-collar paycheck in the Washington-Baltimore area.
Rough estimates show that retiring overseas rather than in Washington can reduce retirement benefits from $3,000 to $5,700 annually, the GAO said.
The problem could get worse, because annual locality adjustments continue to erode the advantages of overseas pay, the GAO said. Assuming that the locality rate increases by 1 percent a year, many overseas employees will go from being paid more to being paid less than their Washington counterparts in four to eight years, the GAO said.
The amount of an employee's annuity depends primarily on the person's "high three" -- the highest average annual pay for any three consecutive years of service. In most cases, the last three years on the job will produce the highest average pay. As a result, senior Foreign Service officers look for jobs in Washington.
The "financial disincentive," as the GAO puts it, to retire while serving overseas hampers the State Department's ability to staff embassies and "hardship posts" around the globe. Some posts face serious staffing problems. The problems are especially acute in mid-level positions because State did little recruiting in the mid-1990s.
Using March data, the GAO estimated that the State Department had openings in 1,340 jobs overseas. In hardship posts -- those with especially difficult or unhealthful conditions -- 12.6 percent of jobs were unfilled; the vacancy rate in other countries was 8.4 percent.
"Seven countries we reviewed, including three that we visited -- China, Saudi Arabia and Ukraine -- all had staffing shortfalls, in varying degrees," the GAO said.
"In addition, in these countries, many employees, including new or untenured junior officers, were either working well above their grade levels or did not meet the minimum language proficiency requirements of the positions to which they were assigned."
The GAO also found that fewer employees are bidding to serve in some locations and that the State Department is having problems filling jobs. In two strategically important countries -- China and Russia -- a total of 25 positions had no bidders this year, GAO said.  Efforts to remedy State's personnel problems are underway. 
  
The Office of Personnel Management has recommended that locality pay should be extended to overseas employees. The recommendation, which is pending at the Office of Management and Budget, could cost State as much as $60 million a year in higher salaries, GAO said.
State also has stepped up recruitment. The department is on track to meet its hiring goal of 465 Foreign Service officers this fiscal year. The department has requested a net increase of 1,158 employees from fiscal 2002 to 2004.
Although the hiring will address staff shortages, "it will take years before the new hires advance to the mid-level ranks, where State has reported experiencing its biggest staffing deficit," the GAO said.
  
