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The Governor of California
President pro Tempore of the Senate
Speaker of the Assembly

State Capitol

Sacramento, California 95814

Dear Governor and Legislative Leaders:

The Bureau of State Audits (bureau) presents a review concerning the State’s efforts to
manage the risks associated with a large exodus of experienced employees due to retirement,
which could threaten the ability of the State to deliver critical services. This review follows up on
the discussion of human resources management as a statewide high-risk area in our May 2007
report titled High Risk: The California State Auditor’s Initial Assessment of High-Risk Issues the
State and Select Agencies Face (2006-601).

This review concludes that the State is poised to see a significant number of today’s workers in
leadership and rank and file positions retire within the next seven years, yet most departments
are only in the beginning stages of preparing for this loss of institutional knowledge and expertise.
Since the bureau issued its 2007 high-risk report, the Department of Personnel Administration
(personnel administration) has hired a statewide workforce planning manager and, in partnership
with the State Personnel Board, has offered departments extensive workforce and succession
planning assistance. However, when we reviewed five departments that provide critical public
health and safety services, we found that none of these departments had completed workforce and
succession plans that address all of the steps in personnel administration’s workforce planning
model. Although departments are not required to follow this model, we believe it presents
a thoughtful approach for developing workforce and succession plans. Despite lacking such
plans, many departments have taken some steps to mitigate the effects of expected retirements,
such as focusing on employee training and on efforts to improve the department culture and
employee morale. While the current budget crisis may make it difficult for departments to
initiate some programs, we identified several cost-effective strategies that departments can
consider implementing, such as job-shadowing and mentoring programs.

Respectfully submitted,

ELAINE M. HOWLE, CPA
State Auditor
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its own department after splitting from the former Department

of Health Services. The chief of human resources explained that
public health’s transformation team—which was responsible for
building the infrastructure of the new department—identified the
need for a comprehensive approach to workforce and succession
planning. In October 2008 public health hired a consultant to help
develop a new Office of Leadership and Workforce Development
that would be responsible for the department’s planning efforts.
The chief of human resources indicates that this new office is
currently in the early development stages and, although no formal
document exists that defines the form or function of the new
office, public health is reviewing proposed organizational charts
depicting the new office’s structure. According to the chief deputy
director of operations, effective April 1, 2009, the department hired
its first chief to manage the Office of Leadership and Workforce
Development. Public health intends for staff assigned to this new
office to work closely with the consultant to develop and implement
the department’s workforce and succession plans. According to
public health’s chief deputy director of operations, the department
will complete its first plans no later than the summer of 2009.

Health care services is the other newly formed department
following its split from the former Department of Health Services.
Health care services established its own Workforce Planning and
Development Office (planning office) in July 2008. One of its

first tasks was to interview health care services’ executive staff to
identify the human resources challenges the department is facing.
In October 2008 the planning office reported on its findings and
made several recommendations aimed at improving the training of
new and experienced employees. One of these recommendations
was to establish an experienced worker program, which would
identify a pool of experienced former workers who would be willing
to come back to work as retired annuitants on a part-time basis.
These retired annuitants would be used to coach and train current
employees. In addition to these activities, health care services’ chief
deputy director explained that her department has sent promising
employees to multi-session executive training classes sponsored
by the California State University, Sacramento, and indicated that
health care services’ staff participate in various committees and
workgroups associated with the Human Resource Modernization
Project. Looking ahead, the chief of the planning office expects
health care services to have finalized its succession and workforce
plans by May 2009.

Similar to some of the other departments we reviewed,
transportation does not have workforce or succession plans;
however, it has created a specific unit within the department—the
Division of Staftf Development and Workforce Planning
(development and planning division)—that will focus on developing
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these plans in the future. The current chief of the development
and planning division assumed her role in October 2008 and
indicates that nearly 20 employees have attended the personnel
board’s one-day introductory class on workforce planning. The
development and planning division is currently engaged in a
pilot project for workforce planning that targets transportation’s
maintenance program, which consists of 4,000 employees in 12
different job classifications located in transportation’s 12 district
offices. According to the chief of the development and planning
division, the tentative timeline is to complete the pilot plan

in six months and develop a workforce planning process that
can be used in other divisions within transportation. However,
transportation does not have an estimate for when it will complete
its department-wide workforce plan.

Although its efforts to develop workforce and succession plans are
ongoing, it appears that transportation has recognized the need

for succession planning and employee training for some time.

In 2001 transportation hired a consultant to address the topic of
succession planning. Among other things, the consultant’s report
recommended that transportation take steps to ensure that it
provides appropriate leadership and career development training to
its supervisors and managers. Our review noted that transportation
has a robust training program for various employees, offering

six different training programs that focus on different management
levels within the organization. At the highest level, transportation
offers an 18-month training assignment for managers with
executive-level potential, which includes rotational assignments
within the department’s various divisions and the director’s office.

Emergency services does not have a workforce and succession plan
and intends to use a consultant to help develop these documents.
In February 2007 emergency services hired a consultant to provide
the framework for the department to develop its succession plan. In
February 2008 the consultant issued a report, which noted that it
undertook the project in the absence of emergency services having
an operating strategic plan, descriptions of the current and future
competencies needed for selected leadership positions, analyses

of current and future work functions and staffing requirements,

or an operable management development strategy. In the end, the
consultant’s report was limited to recommending some first steps
emergency services could take as it develops a final succession plan.

One of the recommendations the consultant made was to institute
individual employee development plans. Specifically, the consultant
maintained that a state agency’s succession plan should provide
employees with additional information about how the necessary
knowledge, skills, and abilities required for advancement may

be acquired, but that it is up to the employee to pursue those
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Most departments we reviewed
do not have workforce or
succession plans, however, they
created specific units within the
departments that will focus on
developing plans in the future.
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Although consultants can offer
expertise and assist with decision
making, it is imperative that
departments retain ownership for
the ultimate success or failure of
their planning efforts.

opportunities. The consultant noted that an employee’s pursuit

of those opportunities could be expressed in an individual
development plan. According to emergency services’ personnel
and labor relations officer, her department has a two-year plan for
increasing completion of individual development plans and intends
to provide training to its supervisors on how to work with their
staff to develop these plans.

Nevertheless, emergency services still seems far from being

in a position to develop a workforce and succession plan. The
limitations cited in the consultant’s report are critical components
to such planning, and many are discussed in personnel
administration’s workforce planning model. According to its deputy
director of administrative services, emergency services is challenged
by large planning projects such as workforce planning because the
nature of its work means that staff are continually positioned to
drop everything in order to confront a state emergency. The deputy
director explained that, as a result, it can be difficult to get the

right people together at any given time since schedules frequently
change to address the State’s emergency issues. The deputy director
indicated that emergency services plans to hire the same consultant
to begin work in February or March 2009 on a comprehensive
workforce plan.

Departments Need to Proceed With Caution in Using Consultants to
Develop Their Workforce and Succession Plans

The use of consultants by state departments such as emergency
services, transportation, and public health may not be uncommon,
but still warrants some caution. Although consultants can often
bring expertise that departments may lack and can help facilitate
the decision-making process associated with planning, it is
imperative that departments retain ownership for the ultimate
success or failure of their planning efforts. It seems reasonable
that no consultant would have a better understanding of a state
agency and its needs than the people that manage that agency on
a daily basis. In fact, the U.S. Government Accountability Office
emphasizes the need for involvement of top management and
other stakeholders in developing and implementing workforce and
succession plans.

The State’s current fiscal condition is another consideration. In a
period of limited fiscal resources, departments should critically
consider whether they are getting a good return on their investment
of public funds. Consultant contracts can vary greatly in cost
depending on the scope of work. For example, emergency services’
contract with its consultant was nearly $61,000, while public
health’s contract was for more than $200,000. Given the urgency to
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adequately prepare for upcoming retirements and the State’s limited
fiscal resources, departments should question whether using
consultants is a more cost-effective approach than taking advantage
of personnel administration’s workforce planning model.

Social Services and Transportation Are Using Low-Cost Planning
Strategies That Other Departments Might Consider Adopting

Some strategies for recruiting, retaining, and developing
staff—such as adjusting pay to make it comparable to other
sectors or instituting formal training programs—may be fiscally
out of reach in the State’s current economic climate. Yet, some
departments have implemented low-cost solutions that could be
useful for others to consider as they implement their workforce and
succession planning efforts. For instance, as a retention strategy,
social services has organized quarterly group discussions between
staft-level division representatives and their chief deputy director.
Prior to the meeting, staff are encouraged to submit questions

to the staft-level representatives, anonymously or signed. During
the meeting, the chief deputy director discusses and responds

to the questions. Following the meeting, social services distributes
the questions and answers via e-mail and makes them available on
its internal communication system. According to the manager of
social services’ planning office, staft have expressed their strong
appreciation of the program and value the positive changes

they have seen within their own divisions, including improved
communication, a higher degree of trust in their managers,
increased concern from the supervisors, actual revisions to policies,
and other tangible and intangible improvements.

As another retention strategy, social services has an employee
recognition program and a Web site that provides employees with
information about the program as well as online nomination forms.
The employee recognition Web page also includes resources and
ideas for how to recognize employees and a tool kit for managers.
Finally, the manager of social services’ planning office explained
that the human resources office conducted an employee satisfaction
survey in 2007, which provided the department’s leadership with
feedback and direction to further improve their operations and
culture. The manager of social services’ planning office attests that
employee satisfaction surveys are ultimately aimed at creating
cultures that produce high employee engagement, which in turn
creates higher performance and productivity. Social services is
planning a second employee satisfaction survey in the spring

of 2009.
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Low-cost strategies for workforce
planning and developing
employees exist and include

pro bono consultants, mentoring
programs, job shadowing, and
rotational assignments.

To augment and sustain its efforts, social services has been
resourceful in seeking external help. For example, according to

the manager of its planning office, the department contacted the
former president and CEO of Vision Services Plan to ask for his
voluntary assistance in improving social services. She explained
that the former president and CEO’s leadership of Vision Services
Plan led to it being recognized by Fortune Magazine’s list of the
“100 Best Companies to Work For” Vision Services Plan, which is
based in Rancho Cordova, California, became the nation’s largest
provider of eye care wellness benefits. He is now an ongoing pro
bono consultant to the department and serves on its Employer of
Choice Advisory Board. Other departments could benefit from the
advice of individuals with expertise in organizational improvement
similar to that of the former president and CEO of Vision Services
Plan and, to the extent they have not already done so, could seek
similar advice.

Numerous other low-cost strategies for developing employees

also exist. To begin with, creating an individual development plan
for each employee provides direction for future development
opportunities. According to CPS Human Resource Services, a
consulting firm that studied various succession planning activities,
low-cost options that may develop employees include mentoring
programs, job shadowing, site visits to observe and learn about
different job assignments, and rotational assignments. For instance,
according to the chief of transportation’s staff development and
workforce planning division, the department has a long-established
rotation program for entry-level engineers, which not only develops
staff but is also a key recruitment tool. Low-cost strategies for
ensuring that department knowledge is captured also might
include routinely taking minutes or recording meetings, updating
procedures manuals, and videotaping an expert as she or he
demonstrates how to complete a critical task. Following such
strategies deserves consideration from departments, particularly in
light of today’s fiscal constraints.
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We prepared this report under the authority vested in the California State Auditor by Section 8546.5 of
the California Government Code.

Respectfully submitted,

ELAINE M. HOWLE, CPA

State Auditor
Date: March 19, 2009
Staff: Grant Parks, MBA, Project Manager

Laura G. Boll

Daniel P. Andersen
Lori A. Olsen, MPA
Shauna Pellman, MPPA

Legal Counsel: Stephanie Ramirez-Ridgeway, |D

For questions regarding the contents of this report, please contact
Margarita Fernandez, Chief of Public Affairs, at 916.445.0255.
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