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A steady climb in housing and other living costs in Los Angeles and San Francisco is making it difficult for federal agencies to recruit and retain employees in those areas, according to a report prepared by federal executives in California.

"We simply cannot find and keep enough good people. The foundation is crumbling," the report warns. 

The report was prepared by the Federal Executive Boards for Los Angeles and San Francisco. It is based on survey data of federal employees and agencies with offices in the two metropolitan areas.

Surveys have found that 55 percent of federal employees in Los Angeles believe their high living costs and lengthy commutes create stress that keeps them from performing their jobs "at optimal levels," said Kathrene Hansen , executive director of the Los Angeles area board.

The data also showed that 56 percent of federal employees in the Los Angeles area say they are planning to leave California for federal jobs in other states, with 81 percent of those employees saying that high housing and living costs were reasons for their decision.

George Dutile , an executive with the Department of Homeland Security in Laguna Niguel, Calif., said "my fear, personally" is that some agencies could be weakened by staff turnover at a time when fighting terrorism requires expertise and experienced hands.

To some extent, problems with competitive pay and entry-level hiring in big cities are not new. Federal law enforcement officers, for example, have testified before Congress that they have trouble making ends meet in such high-cost cities as New York and San Francisco. Young employees hired into entry-level jobs often say they have trouble finding affordable housing close to where they work.

This week, Hansen, Dutile and Dianna Louie , executive director of the San Francisco area board, spent time in Washington advocating for a possible solution for compensation problems in California, where they estimate 12 percent of the civil service works.

Their solution is bold: Eliminate the locality pay provided to federal employees in about 30 metropolitan areas and replace it with a tax-free housing allowance, similar to the housing allowances provided to military personnel.

Under the proposal, the minimum locality adjustment would become part of a new base pay scale for employees. Housing allowances would be based on annual surveys, and not all employees would qualify for the subsidy.

Much of the proposal is modeled on a Defense Department system, which has provided housing allowances for many years to help military personnel transferred to high-cost areas.

For example, the report said, a first lieutenant stationed in Los Angeles earning $3,541.20 a month also receives a housing allowance of $2,010, providing monthly compensation of $5,551.20. In contrast, a GS-9, Step 3 federal employee -- the average pay grade in Los Angeles -- receives a slightly higher paycheck, $4,043, but no housing allowance.

Over the course of a year, the military officer takes home about $18,000 more than the federal employee, according to the report.

Hansen acknowledged that shifting from locality pay to housing allowances would increase costs at some agencies. She also said that many employees would object to the idea because locality pay counts toward retirement credits while housing allowances do not.

But Hansen said employees would be better off over the long term with housing allowances because locality pay was not designed and not implemented in a way to keep pace with soaring housing and living costs, especially in California.

Locality adjustments reflect local wage increases and, over time, were supposed to narrow the gap between federal pay and private-sector salaries for comparable occupations. The adjustments, based on the Employment Cost Index prepared by the Labor Department, have not been implemented as envisioned, in part because of questions about methodology.

Hansen said the California executive boards hope the housing allowance proposal will become part of the debate on federal compensation, especially before the departments of Defense and Homeland Security begin new performance-based pay systems that take into account local labor conditions and wages.
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