UPDATE ON OVERSEAS COMPARABILITY PAY

1.  SUMMARY:  CONCERTED EFFORTS ARE CONTINUING IN THE PUSH TO ELIMINATE THE DISINCENTIVE TO OVERSEAS SERVICE CAUSED BY THE LACK OF LOCALITY PAY ABROAD.  THE GOOD NEWS IS THAT REAL PROGRESS IS BEING MADE.  THE BAD NEWS IS THAT FINAL SUCCESS IS UNLIKELY BEFORE JANUARY 2004.  THIS MESSAGE PROVIDES THE BACKGROUND AND STATUS REPORT ON THIS CRITICAL DIPLOMATIC READINESS ISSUE.

2.  BEGINNING IN 2000, THEN DIRECTOR GENERAL SKIP GNEHM AND HIS COLLEAGUES BEGAN TO EXAMINE HOW TO ADDRESS THE GROWING GAP BETWEEN OVERSEAS PAY AND WASHINGTON PAY AND REDRESS THE WORKFORCE MANAGEMENT PROBLEMS IT WAS CREATING.  THEY BEGAN TO DISCUSS "VIRTUAL LOCALITY PAY" AS A PARTIAL SOLUTION AND

SOUGHT INTERAGENCY APPROVAL TO ESTABLISH THIS MECHANISM (WHICH WOULD NOT ACTUALLY PAY THE WASHINGTON DC LOCALITY PAY RATE TO OVERSEAS EMPLOYEES BUT WOULD CALCULATE THE ANNUITIES OF THOSE EMPLOYEES RETIRING FOLLOWING OVERSEAS SERVICE AS IF THEY HAD BEEN RECEIVING LOCALITY PAY).

3.  IN FEBRUARY 2001, THE WASHINGTON POST REPORTED THAT THE CIA HAD STARTED PAYING ITS OVERSEAS EMPLOYEES AN INCENTIVE PAY, THE AMOUNT OF WHICH IS LINKED TO THE WASHINGTON DC LOCALITY PAY RATE.  THAT LED TO BOTH AFSA AND SOME COLLEAGUES WORKING INSIDE STATE DEPARTMENT MANAGEMENT ASKING THE QUESTION OF WHY THE

SECRETARY OF STATE (AND THE HEADS OF THE OTHER FOREIGN AFFAIRS AGENCIES) DID NOT ALSO HAVE THE LEGAL AUTHORITY TO CLOSE THIS GROWING GAP BETWEEN THE COMPENSATION OF DOMESTIC AND OVERSEAS EMPLOYEES BY ACTUALLY PAYING THE WASHINGTON DC LOCALITY PAY RATE

OVERSEAS. BECAUSE THE STATE DEPARTMENT DOES NOT HAVE THE SAME MANAGEMENT FREEDOMS AS THE CIA, THE ONLY WAY TO CHANGE THE FACT THAT OVERSEAS EMPLOYEES WERE NOT INCLUDED IN THE LOCALITY PAY SYSTEM IS THROUGH LEGISLATION.)

4.  AFSA APPEALED TO STATE MANAGEMENT TO SUPPORT LEGISLATION TO PAY THE WASHINGTON DC LOCALITY PAY RATE TO ALL FOREIGN SERVICE EMPLOYEES SERVING ABROAD.  WE ALSO INVITED OUR MEMBERS WORLDWIDE TO ADD THEIR VOICES.  THE RESULT WAS AN AVALANCHE OF MESSAGES --

FRONT CHANNEL, AFSA CHANNEL, AND E-MAILS -- TO STATE MANAGEMENT.  THEN DIRECTOR GENERAL MARC GROSSMAN BOLDLY SOUGHT ADMINISTRATION SUPPORT FOR A PROPOSAL THAT WOULD ESTABLISH "VIRTUAL LOCALITY PAY" IMMEDIATELY AND PHASE IN OVER THREE YEARS A PERMANENT SOLUTION THAT WOULD PAY ALL EMPLOYEES OVERSEAS THE SAME PAY RATES AS THEY WOULD RECEIVE IN WASHINGTON.

5.  AFSA BACKED, AND THROUGH ITS CONVERSATIONS WITH KEY HILL STAFF, SECURED SUBSTANTIAL CONGRESSIONAL SUPPORT, FOR "VIRTUAL LOCALITY PAY."  HOWEVER, BECAUSE OF POLICY CONCERNS, THE PRESIDENT'S OFFICE OF MANAGEMENT AND BUDGET (OMB) AND THE OFFICE OF PERSONNEL MANAGEMENT (OPM) REJECTED THE DEPARTMENT'S INITIAL PROPOSAL FOR "VIRTUAL LOCALITY PAY" AS WELL AS THE LONGER-TERM PROPOSAL FOR FULL COMPARABILITY PAY. THE DEPARTMENT, HOWEVER, CONTINUED TO PUSH OPM TO DEVELOP A SOLUTION.

6. HOWEVER, BECAUSE OF POLICY CONCERNS, THE PRESIDENT'S OFFICE OF MANAGEMENT AND BUDGET (OMB) AND THE OFFICE OF PERSONNEL MANAGEMENT (OPM)REJECTED THE DEPARTMENT'S INITIAL PROPOSAL FOR FULL COMPARABILITY PAY AND REJECTED "VIRTUAL LOCALITY PAY." THE

DEPARTMENT DID PUSH OPM TO DEVELOP A SOLUTION AND THE ADMINISTRATION HAS ENDORSED A "SUPPLEMENTAL RETIREMENT BONUS" MECHANISM THAT WOULD GO A LONG WAY TOWARDS MAKING EMPLOYEES WHOLE BY WAY OF A LUMP-SUM PAYMENT. THIS SUPPORT FROM OPM WAS THE RESULT OF HIGH-LEVEL INVOLVEMENT FROM THE SECRETARY'S MANAGEMENT TEAM. PROSPECTS LOOK GOOD FOR ONE OR THE OTHER OF THESE MECHANISMS TO BE ADOPTED DURING THE NEXT FEW MONTHS AS

THE CONGRESS FINISHES WORK ON THE STATE DEPARTMENT'S AUTHORIZATION BILL FOR 2002-2003.

7.  FULL OVERSEAS COMPARABILITY PAY IS A BIGGER AND MORE EXPENSIVE ISSUE.  WHILE OMB REJECTED THE PROPOSAL INITIALLY, DEPUTY SECRETARY RICHARD ARMITAGE'S INTERVENTION PERSUADED OMB TO AGREE TO ALLOW STATE DEPARTMENT OFFICIALS AND OPM TO CONTINUE WORKING AND TO DEVELOP ANOTHER PROPOSAL TO SUBMIT TO OMB.  SLOWED BY THE PRESS OF EVENTS FOLLOWING 9/11 AND THE FY2003

BUDGET PROCESS, IT WAS ONLY THIS PAST MARCH THAT OPM FINALIZED AND SUBMITTED A PLAN TO OMB TO PAY FOREIGN SERVICE EMPLOYEES OVERSEAS AT THE WASHINGTON, DC PAY LEVEL, INCLUDING LOCALITY PAY (NOW EQUAL TO 11.48 PERCENT OF BASIC PAY).  THIS PROPOSAL CARRIES SECRETARY POWELL'S STRONG ENDORSEMENT.  DEPUTY

SECRETARY ARMITAGE AND UNDER SECRETARY OF STATE FOR MANAGEMENT GRANT GREEN HAVE STRONGLY URGED SUPPORT FROM THEIR COUNTERPARTS AT OMB.  WE AWAIT OMB'S DECISION.

8.  IF OMB GIVES THEIR APPROVAL, ACTION WILL SHIFT TO THE CONGRESS.  IMPLEMENTING OVERSEAS COMPARABILITY PAY WILL REQUIRE A) AUTHORIZING LEGISLATION AND B) FUNDING.  ALTHOUGH STATE IS NOT AUTHORIZED TO BEGIN PUSHING THIS ON THE HILL UNTIL IT IS A FORMAL ADMINISTRATION PROPOSAL, AFSA HAS ALREADY STARTED

BRIEFING KEY CONGRESSIONAL STAFFERS.  

TESTIMONY THAT WE SUBMITTED ON APRIL 12 TO THE COMMERCE, STATE, AND JUSTICE SUBCOMMITTEE OF THE HOUSE APPROPRIATIONS COMMITTEE INCLUDED THIS PARAGRAPH:

"WE UNDERSTAND THAT THE DEPARTMENT IS SEEKING TO CORRECT INEQUITIES ARISING FROM THE FACT THAT FOREIGN SERVICE PERSONNEL LOSE THEIR LOCALITY PAY ADJUSTMENTS WHEN THEY SERVE ABROAD. AFSA STRONGLY ENDORSES THE DEPARTMENT'S EFFORTS TO CONVINCE THE ADMINISTRATION TO SUPPORT IMPLEMENTATION OF AN OVERSEAS COMPARABILITY ADJUSTMENT BASED UPON D.C. AREA LOCALITY PAY. THERE IS A HUGE FINANCIAL DISINCENTIVE TO SERVE ABROAD BECAUSE

OF THE LOSS OF LOCALITY PAY. SINCE ALLOWANCES AND DIFFERENTIALS DO NOT COUNT IN DETERMINING RETIREMENT ANNUITIES, THE ANNUITIES OF OUR MEMBERS WHO RETIRE FOLLOWING AN OVERSEAS ASSIGNMENT IS COMPUTED AT A LOWER LEVEL THAN D.C.-POSTED COUNTERPARTS. THIS

AFFECTS OUR ANNUITIES IN TERMS OF BOTH THE FORMULA FOR COMPUTATION AND THE AMOUNT THAT CAN BE CONTRIBUTED INTO THE THRIFT SAVINGS PLAN.  FURTHER, SINCE ALLOWANCES AND DIFFERENTIALS ARE COMPUTED AS PERCENTAGES OF BASE PAY, THEIR VALUE CAN BE LOST OR SERIOUSLY DECREASED WHEN COMPARED TO WHAT OUR D.C.-POSTED COUNTERPART IS RECEIVING IN BASE PAY PLUS

LOCALITY PAY. THUS, COMPENSATION FOR SERVING IN A HARDSHIP OR DANGER POST IS DECREASED WHEN COMPARED TO WHAT WE COULD EARN BY SERVING IN WASHINGTON. THERE WAS A TIME WHEN THE DIFFERENCE WAS MINOR. TODAY, WHEN WE SERVE ABROAD, WE TAKE AN 11.48% CUT IN SALARY AND POSSIBLE TSP CONTRIBUTION LEVELS. WE ASK THAT THE

SUBCOMMITTEE GIVE FAVORABLE CONSIDERATION TO THE IDEA OF AN OVERSEAS COMPARABILITY PAY ADJUSTMENT FOR FOREIGN SERVICE PERSONNEL POSTED ABROAD."

9.  GIVEN THAT OMB HAS YET TO APPROVE THIS PROPOSAL, THE PRESIDENT'S FY2003 BUDGET REQUEST DOES NOT INCLUDE FUNDING FOR IT.  IF OMB GIVES ITS APPROVAL IN THE COMING MONTHS, FUNDING WOULD BE REQUESTED IN THE FY2004 BUDGET REQUEST.  AFSA, OF COURSE, WILL STRONGLY ENDORSE AND WORK TO ADVANCE THIS INITIATIVE.  IF CONGRESS ADOPTS THAT REQUEST, OVERSEAS FOREIGN SERVICE MEMBERS WOULD BEGIN RECEIVING COMPARABILITY PAY IN

JANUARY 2004 WHEN THE FY2004 FEDERAL LOCALITY PAY ADJUSTMENTS ARE MADE.  AFSA WILL KEEP YOU INFORMED AS EVENTS PROGRESS.

