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The federal government is asked regularly to give new consideration to traditional thinking, which isn’t to say that it’s asked to take up radical thinking.  The Government-wide Relocation Advisory Board (GRAB) is currently reconsidering the process by which some relocation benefits are paid.  Rather than reimburse employees based on expense reports supported by receipts, the GRAB is being asked to investigate a process that predetermines amounts and provides them to employees as lump-sum allowances prior to incurring the expenses.  

Runzheimer initiated its lump-sum allowance program in response to a client request in the early 1990’s, and has seen its use continue to grow.  Beyond our clients, organizations have adopted them in varying fashions, from lump sums for meals only to lump-sum allowances for entire relocations.  Although we see downsides to some of these programs, their success is ultimately determined by the organization and the attainment of their intended objectives.

It is important to remember that not all lump-sum allowance programs are the same.  The federal government’s objectives include being efficient and prudent, which generally places it in the middle of the lump-sum continuum.  This is consistent with the Government’s current lump-sum payment option to civilian transferees in the form of the “fixed allowance” for homefinding and temporary living, to military members in the form of the Basic Allowance for Housing and to TDY travelers through its use of per diems.  In these circumstances the Government has determined the components and amounts to pay to employees while giving employees discretion over how those funds are expended.  As such, we know that a government relocation lump-sum program can be successfully implemented.  The questions that remain are: what entitlements are suitable for paying via a lump sum and what basis should the Government use to ensure the payments are calculated accurately and fairly.    

The first step is to identify the components of the relocation policy to be provided in a lump-sum payment, given the federal government’s objectives.  One should consider whether the benefit is still appropriate (regardless of how it is paid), whether tax advantages are dependent on how the benefit gets paid, whether the administration of the benefit is time-consuming or prone to extension requests (e.g., TQSE), and whether costs can be predetermined with reasonable accuracy.  

Runzheimer recommends that relocation components, such as home-sale expenses and shipment and storage of household goods be excluded from any kind of lump-sum-allowance program due to the lack of financial and administrative savings.  These reimbursements can be sizeable, and the misallocation of money due to the margin of error from individual to individual when using a norm can therefore be sizeable.  Additionally, the reimbursements for these expenses are non-taxable with proper documentation.  Further, these expenses are often negotiated by and billed directly to the organization so there is little administrative savings from shifting to the lump-sum approach. 

For many organizations, the lump-sum program includes home-finding, temporary living, miscellaneous expense and some en-route travel costs for the family.  These components are conducive to lump-sum allowances because there is no negative tax impact due to the lack of documentation, the majority of time-consuming expense reports are eliminated, reconciliation of TQSE advances is eliminated, and most importantly, their costs can be reasonably predetermined.  Administrators’ time spent auditing and debating expense reports can instead be spent on value-added tasks that facilitate families’ moves. 

We do not recommend flat-dollar lump-sum allowances, because although they appear efficient, they are neither fair nor fiscally responsible.  Lump-sum programs offering flat dollar amounts are often just arbitrary amounts, or are sometimes based on historical averages, or budgeted amounts divided by an anticipated number of relocations.  These lump-sum programs are typically not specific to the parameters of the move, nor are costs identified or kept current.  They require the employee to make the amount “work for them.”  The lack of detail diminishes the employee’s ability to budget for anticipated expenses, and the administrator’s ability to make future adjustments.
Runzheimer counsels organizations to develop lump-sum allowance programs similar to what the Government has in place in the programs mentioned earlier using a “build-up” approach.  The basis of the lump-sum calculation(s) should be the relocation policy(ies) as it relates to eligible participants, length of stay, and class of service.  Organizations offering employees a choice between lump-sum allowances and expense reports, as is the case currently with the government, should ensure that both policies are kept current, that they equally facilitate the employee’s move, and that they are generally comparable with one another.  The costs should be accurate and current for the various components, e.g.: hotels, corporate apartments, meals, airfare, car rental, etc.  The basis for both of these elements, policy and cost, should be clearly identified within the program.

Careful, up-front planning in defining these elements ensures that the organization’s financial objectives are met.  Lump-sum allowance programs do not define policy, but are the result of policy.  With this approach, as policies or cost initiatives change, the allowances can reflect those changes; administrators manage the lump-sum allowance calculations on an on-going basis.  The most successful lump-sum programs are structured to be reasonable to the organization, fair to the employee, and defensible to both.  
Fairness is accomplished by establishing lump-sum amounts that are specific to the transferee’s situation; the reports must reflect the pre-move and post-move locations, and the transferee’s family size, including the adult/child composition.  The defensibility is established through organizational control, documentation and researched costs.  Administrators should be allowed to manage policies and programs, not expense reports.

A current Runzheimer survey of 97 organizations found 48 provide some form of lump-sum payment for relocation.  85% of the organizations with lump-sums feel they have benefited their relocation program to some degree.  In order to help attain its full benefits, Runzheimer counsels organizations to implement the lump sum program for their entire relocation populations; this is in keeping with the application of the BAH and TDY per diems.  Seventy-five (75) percent of transferees that used a lump-sum allowance report being very satisfied or satisfied, while another 17 percent are somewhat satisfied with them.  Lump-sum allowances offer organizations an opportunity to consistently administer relocation policy benefits across a diverse population while giving some latitude to their employees over the allocation of it, such as adding house-hunting days, but at less expensive hotels, or taking additional family members, but for fewer days. 
The Government is already using lump sums successfully to allow for the costs of military housing and TDY travel.  We are confident the Government can accomplish similar success with lump sum allowances for relocation if the allowances are more reflective of actual need and are established with the intent of being accurate, fair, and defensible.  Lump-sum allowances are neither intrinsically arbitrary amounts, nor more generous amounts than costs reimbursed via expense reports.  The federal government can forego the administrative burden of some expense reports in favor of supportable lump-sum allowances in order to gain their sought-after efficiency and prudence.  
Thank you.
