
UNIFIED MANAGEMENT 

o Supervisory classifications. Like managers, supervisors enjoy civil 
service protections, while receiving slightly richer benefits. No significant 
efforts have been made to lower the tenure protections of supervisors. 

Importantly, none of the positions described above are covered by collective 
bargaining agreements. The salaries and other terms and conditions of 
employment for managers and supervisors are established by the Governor 
and the Legislature based on a "meet and confer" process involving 
representatives of the administration and the managers and supervisors. 
Salaries for exempt and CEA positions are established by the Legislature 
and the Governor. 

This fragile system has been built on political settlements rather than on 
best personnel practices. A recent reminder of this is the effort in recent 
years by line departments and the Department of Personnel Administration 
to reclassify a number of management positions as CEAs. By doing so, 
executives would increase management discretion -- not only in assignment, 
but compensation. Union representatives, frustrated that cost of living 
increases were languishing in stalled contract negotiations, viewed the 
conversions as an assault on the civil service system. The unions fought the 
conversions as they went to the SPB for approval. They also turned to the 
Legislature, which in the 1997-98 budget prohibited SPB from converting 
positions into the CEA unless the positions were vacant.29 

Between 1995 and 1998, the ranks of the CEA grew from approximately 950 
to 1,400. Even with the legislatively imposed restriction, the SPB received 
60 requests to convert management positions to CEA positions during fiscal 
year 1997-98. It granted 54 of those requests. 

As Defined by Law 

Government Code Section 18993: "Career executive assignment means an appointment 
to a high administrative and policy influencing position within the State civil service in 
which the incumbent's primary responsibility is the managing of a major function or the 
rendering of management advice to top-level of state service and is typified by board 
responsibility for policy implementation and extensive participation in policy 
evolvement. Assignment by appointment to such a position does not confer any rights or 

i status in the position other than provided in Article 9. 

Government Code Section 3513(e) "Managerial employee" means any employee having 
, significant responsibilities for formulating or administering agency or departmental 

policies and programs or administering an agency or department. 

(g) "Supervisory employee" means any individual, regardless of the job description or 
title, having authority, in the interest of the employer, to hire, transfer, suspend, layoff, 
recall, promote, discharge, assign, reward, or discipline other employees, or 
responsibility to direct them, or to adjust their grievances, or effectively to recommend 

i this action, if, in connection with the foregoing, the exercise of this authority is not of a 
merely routine or clerical nature, but requires the use of independent judgment. 
Employees whose duties are substantially similar to those of their subordinates shall not 
be considered to be supervisory employees. 
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Ironically, while the 
administration and union 
officials have created a tug-of­
war over CEA positions, the 
departments have not fully 
utilized the ability to create 
exempt positions that were 
created by the reforms of the 
early 1980s. In 1998, 192 
employees were so-called 
"wildcard" exempts, but the 
law would have allowed for 75 

more exempts to be working in high-level positions. One reason cited by a 
personnel official for the vacancies was the difficulty getting the Governor's 
office to approve the selection of individuals who would hold exempt 
positions. 

The debate, however, has never focused on how to best create a responsive, 
accountable and merit-based management corps. A chief concern to 
defenders of traditional civil service protections has been the importance of 
tenure to protect high-level administrative posts from patronage. 

Statistically, departments and the SPB have found that there has not been 
significant turnover in CEA positions when administrations change -­
indicating that the CEA has not been used to politicize the executive branch. 
Still, union representatives believe the "at will" characteristic of CEAs make 
them vulnerable to political pressures, forcing them to make decisions that 
are in the interest of political appointees rather than in the public interest. 

Further flexibility in the tenure of managers and supervisors would improve 
the State's ability to deal with performance problems at these levels. But 
the director of DPA believes the State should carefully link tenure with job 
status and performance: 

Even though tenure is often seen as an impediment to dealing with 
public employee performance problems, it is also a merit protection 
that guards against excessive workforce instability and patronage. 
Therefore, rather than being open-ended, any change in the tenure 
provision for these levels should be linked to critical aspects of 
managerial and supervisory job performance. JJ 

Another approach is to extend the probationary period, to ensure that 
tenure is not granted to unproven employees. For instance, DPA's 
managerial consolidation project retains the traditional 12-month 
probationary period, but allows probation to be extended another 12 months 
if certain criteria apply. 

While the next cadre of managers must be politically acceptable, it also 
should be built on sound personnel practices, including the best available 
talent, which was unified in its effort to improve public services and trained 
for the job. 
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.:. The Best A vailable Talent 

I n one crucial regard, the current personnel system fails to meet its 
primary goal of ensuring that the most qualified people fill crucial 

positions within government. 

Exempts are selected and retained at 
the complete discretion of the 
administration. Union 
representatives routinely describe 
these positions in the way that they 
view them: patronage jobs. 
Executives view these positions as 
critical to an organization's success 
and the "at will" status provides the 
needed accountability. Both views 
can be simultaneously correct. And 
still, there is no check or even 
objective standard for gauging the 
caliber of exempt employees. 

The process for selecting CEAs fails 
the "best available talent" test 
because they can only be selected 
from the ranks of the civil service, 
precluding the recruitment of a more 
suitable worker from outside of state 
serVIce. 

Managers and supervisors can be 
hired through "open" examinations, in 

Finding the Right Person 
",,'" """-""_,"A,' '"m»no'>.''' ,-.."",.,,,,,,00,,='0._.'" '.'~' 

The Department of General Services has 
pioneered a way to find the right person for 
management and supervisory positions. 

The department's demonstration project 
consolidated 79 classifications into just two 
broad classes. The specific ski lis that were 
reflected in the classifications were reassigned to 

I specific jobs. The department then developed a 
process for screening applicants who applied 
from inside or outside of state service and for 
comparing their skills against the specific 
requirements of available positions. 

The department maintains the process is more 
efficient than conducting exams for each 
classification and it is more effective at finding 
the right person for the job. Officials also say it 
is friendlier to applicants, who quickly find out if 
they have a shot at a job without having to take 
a different exam for each class. 

which anyone meeting the qualifications can be considered. But they also 
can be hired through promotional-only exams that are limited to those 
within the civil service, and sometimes even limited to those within a certain 
department. While statistics are not kept, personnel officials say that as a 
matter of practice the majority of managerial and supervisory positions are 
filled from within. 

While the opportunity to be promoted from within an organization is 
important to morale, personnel officers say they rely on promotions for less 
than desirable reasons: The existing process for open exams can be 
enormously costly and time consuming - and they have neither the 
resources nor the time. Of equal importance, as described in Principle for 
Reform 9, the examination and selection process is often not an accurate or 
effective mechanism for matching the right person to the job. 

In short, it is easier and cheaper for the personnel officers to promote the 
less-qualified, but better-known candidate from within than to go to the time 
and expense to find the more qualified candidate working for another 
government agency or the private sector. 
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The selection process needs to be improved at all levels. But the 
consequences of an inaccurate and costly examination process cause 
particular problems within management, where true merit··based 
appointment would yield benefits organization-wide. 

While it is common for the private sector to hire away top performing state 
managers, the State lacks a mechanism for bringing proven top performers 
into state service . 

• :. A Unified Corps 

o ne justification for the tiered approach to management is that top level 
officials make policy, while managers implement it. The courts agreed 

Managerial Consolidation Project 

Twenty-three departments plan to participate in a 
demonstration project to convert 76 managerial 
classes into 13 managerial broad band 
classifications involving 330 employees. The 
project, approved by SPB in October 1998, is 
intended to develop flexible classification and pay 
structure for managers. 

In this case, as in other broad bands, the specific 
job qualifications - experience, education, licenses 
- move from the class to the position. The 
examination, in turn, is created for the position. 
Eligibility lists are not required for single-function 
positions, but the selection must be through a 
competitive process. Tests can be open or 
promotional. If they are open, the recru itment can 
be focused to limit the size of the candidate pool. 

"Merit" will be preserved by requiring the 
departments to craft specific procedures for the 
examination and criteria for evaluating exams. 
Comparisons can then be made of candidates' 
knowledge, skills, and abilities. Eligible employees 
who are not hired can appeal to the SPB, which 
waived selection statutes to allow the experiment. 
The project also will allow managers to receive a 5 
percent raise annually based on performance. And 
there are two bonuses available: A .J percent 
temporary salary boost for enhanced assignments," 
and an annual 10 percent bonus. 

with that concept when they 
ruled on challenges to the 
creation of the Career Executive 
Assignment classification. 

But the problem is that even the 
law is unclear on the concept, 
and trends in the workplace are 
counter to such neat distinctions 
between deciding what gets done 
and deciding how things get 
done. The State Employer­
Employee Relations Act, in order 
to define the collective bargaining 
rights of rank-and-file workers, 
had to distinguish between line 
employees, supervisors and 
managers. And drafters clearly 
saw managers -- in addition to 
CEAs and exempts -- as having 
policy-making functions. 

In addition, the success of a 
policy or program can be 
determined as much by how it is 
implemented as how it is 
designed. Implementation almost 
always requires judgments that 
on a micro-level are defining 
policy. 

Third, and perhaps most 
irnportant, successful 
organizations are breaking down 
these walls between design and 

implementation -- turning not just to managers and supervisors, but to 
rank-and-file workers to help decide how to define what needs to be done 
and design a process for accomplishing it. 
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A Well-Trained Corps 

The Federal Corps 

When the federal government thought about 
creating an executive corps, it looked to 
California's then newly minted Career 
Executive Assignment program. 

i~ " 
I; 
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T raining, as discussed in Principle 
for Reform 10, needs 

improvement across the board. But 
its value in developing a corps of 
expert management warrants 
particular notice. Training is 
important because organizations tend 
to promote their best professionals 
into management. While those people 
have been trained in their profession 
and may have the potential to be 
expert managers, they need the 
training to develop managerial skills. 

, 
But in the decades since, the federal Senior ~ 
Executive Service has evolved - and is e1 
evolving - in ways that may provide lessons to tJ 

California. t, 

~ 
Public and private organizations have 
long recognized the need to assist 
professionals transitioning from 
subject-area experts into managers. 
But that need becomes even greater 
when the role of managers is to 
change organizations. Training was 
integral to all of the successful efforts 
to reform public organizations. And 
there also is a growing recognition 
that contemporary public managers 
need more skills than their 
predecessors. One public 
administration expert, assesses the 
federal government's needs, 
characterized the challenge this way: 

To shepherd this complex system, 
the federal govemment will need a 
strong but powerful core of career 
officials to carry the government's 
institutional memory, to supervise 
the government's vast network of 
partners, to ensure that the 
government remains a smart 
buyer, and to give life to the 
fundamental values that define 
public service. 30 

For starters, SES vacancies can be fi lied from 
outside of the federal service. To ensure 
selections are based on merit, a panel within 
the agency rates appl ications. Appointment 
decisions are then peer reviewed by a 
Qualifications Review Board, which is 
convened by the Office of Personnel 
Management. 

The board looks for certain characteristics, 
including the ability to lead change in 
organizations and people, being results driven, 
having a business acumen, and having the 
ability to build coalitions and communicate. 

Critics of the service believe more needs to be 
done to train SES members and ensure they 
have the varied experiences needed for them 
to become part of an elite corps of versatile 
and adaptive managers who can make changes 
in troubled and stagnated organizations. 

Reforms are now being crafted to increase 
accountability and the rewards available for 
exemplary service. 

The federal government also is considering 
creating two corps - one for professionals with 
specialized skills and the other for managers 
whose abilities to solve problems transcend 
subject specialties. 

Training is one area where the State has made some progress. The State 
has long required that supervisors and managers receive training each year. 
A number of departments have strategically used that time to augment 
accomplished professionals with the skills needed to be expert supervisors. 
The potential for this kind of training to diminish other problems in state 

service is described in the discipline discussion of Principle of Reform 11. 
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The State also has initiated a leadership institute that is scheduled to start 
in 1999. Modeled after the Federal Executive Institute, the State has teamed 
with the University of Southern California to develop a curriculum for high­
level managers. The curriculum is designed to emphasize problem solving, 
leadership, and a practical and theoretical understanding of the 
fundamental challenges confronting public agencies. Unfortunately, this 
intense program is only expected to reach 130 top managers a year, a small 
number of the state employees climbing the career ladder. 

A lingering concern, however, is the vulnerability of training to budget cuts 
and the reluctance of managers to take time away from the day-to-day 
responsibilities, to learn more skills. In rethinking how to develop an expert 
management team, fundamental training needs this corps and developing 
ways to institutionalize that training. 

Summary 

T he State needs a unified corps of skilled managers to lead state agencies 
into the next century. While demonstration projects will provide 

valuable experience in ways to streamline selection process, these projects 
by themselves cannot provide the cohesive team of qualified managers that 
the State needs to efficiently deliver effective public programs. 
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PRINCIPLE FOR REFORM 5: 

Productive Bargaining 
The State should explore interest-based negotiations and other 
modifications to the collective bargaining process to increase the 
opportunities to timely reach mutually beneficial agreements . 

• :. Structural or process change. The stalemate in recent 
years has prompted many personnel officials, managers 
and labor representatives to believe that changes to the 
structure of the bargaining process or in negotiating 
methods could increase the chances that acceptable 
agreements could be reached . 

• :. The scope of bargaining. A growing concern is the type 
of issues that are brought to the table. Disputes have 
arisen between control agencies over the jurisdiction of 
issues such as discipline. Because there are so many 
bargaining units, unique provisions can greatly complicate 
the ability of departments to effectively manage personnel, 
and makes it hard for union officials to inform and assist 
members . 

• :. Consensus-based reform. One way to accomplish this 
scrutiny would be for the Governor to empanel a group to 
analyze the issue and develop a consensus-based 
alternative. The panel could include labor, management, 
legislative and academic experts, who through analysis­
based deliberations could agree on structural changes or 
negotiating practices that would better serve the State. 
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.:. Structural and Process Change 

R ather than a venue for resolving disputes, the bargaining table has 
become a battleground. Most of the State's 21 collective bargaining 

units have not had agreements in more than three years, reducing morale 
of rank-and-file workers. 

Some stakeholders believe the current stalemate is a matter of personalities. 
They look to the electoral process to change the dynamics of the bargaining 
table. Other stakeholders see the 
stalemate as the result of adversarial 
negotiating tactics that have 
historically dominated collective 
bargaining situations. They believe 
the State should pursue interest­
based bargaining, which supplants 
the traditional zero-sum negotiations 
with tactics intended to produce ; 
agreements in which both sides 
believe they have gained. 

Finding Common Ground 

Interest based bargaining is known by a 
number of names: win-win bargaining, mutual 
gains, interest-based problem-solving and 
integrative bargaining. 

But according to the Federal Mediation and 
Conciliation Service, all of these tel·ms 
describe a process that has been successfu Ily 

Still others believe the State 
Employer-Employee Relations Act, 
which authorizes and defines 
collective bargaining for state 
employees, should be modified to 
encourage a quicker resolution of 
differences. There are a number of 
possible amendments from 
mechanisms intended to encourage 
agreement to mediation and 
arbitration. Some states and local 
governments have fact-finding 
provisions -- a process by which a 
neutral third party analyzes available 
financial resources and other 
disputed issues to provide a basis for 
negotiations. Others have turned to 
binding arbitration. 

; used to improve management-labor 

The State also could develop a hybrid 
system that relies on a compensation 

. . . 
commISSIOn to Issue 
recommendations to the Governor 
and the Legislature when bargaining 
fails to produce an agreement. 

The Secretary of Labor's Task force 

i relationships and find solutions that benefit all 
parties. 

The consistent principles of interest-based 
bargaining are: 

Q Sharing relevant information is critical for 
effective sol utions. 

o Focus on issues, not personalities. 

o Focus on the present and future, not the 
past. 

o 

o 

Focus on the interests underlying the 
issues, not on lyon positions. 

Focus on the mutual interests, and helping 
to satisfy the other party's interests as well 
as your own. 

o Brainstorming can generate options to 
satisfy mutual and separate interests. 

; 0 Options to satisfy those interests should be 
eval uated by objective criteria, rather than 
power or leverage. 

found numerous cases where stalemates at the bargaining table were 
broken when labor and management adopted different strategies for 
identifying needs and exploring solutions. In one Maine School District, 
after years of confrontational and unproductive negotiations, the two sides 
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agreed to try "preventive mediation." They employed major elements of 
collaborative bargaining, they brought more people to the table and they 
brainstormed "standards" for solutions. They came to the table with 
problems rather than answers, and then focused on solving problems rather 
than making tradeoffs. They reached what both sides thought was a better 
agreement in less time. 31 

Another example cited by the task force shows the long-term value m 
productive bargaining practices: 

In Phoenix a new fire chief and new president of the Firefighters Local 
493 took office in 1978. They decided it was time to work together 
and end nearly 40 years of contentious and adversarial relations. 
They initiated annual planning retreats during which labor and 
management jointly develop annual plans for addressing problems 
and seeking improvement. Arbitration has not been used in Phoenix 
for 10 years. 

In some of the case studies examined by the task force, the two sides set out 
to improve the bargaining process. In others, however, efforts to improve 
cooperation at the workplace often inspired efforts to improve collective 
bargaining relationships. In other instances, improvements at the 
bargaining table supported cooperative efforts at the workplace. 

The successes cited by the Secretary of Labor's task force has inspired other 
governments to pursue cooperative approaches. In Ramsey County, 
Minnesota, interest-based bargaining was employed to get past years of poor 
labor relations and to effectively reorganize the county's health-related 
services. 32 

To initiate the effort, all of the parties participated in a half-day orientation, 
which was followed by two days of intensive training and a one-day follow-up 
session. The parties were taught how to use procedures proven to reach 
agreements, how to behave productively at the bargaining table and how to 
effectively communicate. 

County and union officials reported that communication has improved, the 
negotiating process is amicable and more employees are involved in finding 
acceptable solutions to previously intractable problems . 

• :. The Scope of Bargaining 

A persistent issue that has complicated efforts to mesh collective 
bargaining with the merit system is the scope of bargaining. From the 

department level, there are so many bargaining units that unique provisions 
can greatly complicate effective management of personnel, And from the 
union perspective, the conflicts can make it difficult to inform and assist 
members. 

The director of DPA testified that when collective bargaining was created 
policy makers did not dearly define the scope of bargaining, particularly in 

55 



LlTTU HOOVER COM,'vllSSION: STATE WORKfORCE 

areas that had traditionally been considered part of the merit system, 
including pensions and discipline. 

In many cases, the State Employer-Employee Relations Act provided for 
labor agreements to "supersede" the merit laws. But in controversial cases, 
the conflicts have spilled over to the State Personnel Board, to the 
Legislature, and to the Public Employment Relations Board. PERB has 
indicated that virtually all other provisions of law impacting terms and 
conditions of employment are within the scope of bargaining. But that 
position is not universally held, particularly by the Personnel Board, which 
believes it must retain a role in merit-related issues. 

This problem is manifest in three ways: 

[j Encourages venue shopping. DPA's confidence in collective bargaining 
and SPB's interest in protecting the merit system are the most frequent 
sources of disputes. But when it is unclear how and where issues 
should be resolved, it opens the door to venue shopping - prolonging 
controversies as various sides seek favorable outcomes. The protracted 
process increases costs, politicizes disputes and can further degrade 
relationships between the parties. 

o Confounds negotiations. Conflicts about what is within the scope of 
bargaining can confound efforts to negotiate issues that are clearly 
within the scope of bargaining. The efforts to cement needed procedural 
reforms through the collective bargaining process has prevented the two 
sides from reaching agreement on an important factor to workers _. cost­
of-living increases. 

o Complicates personnel management. In order to reach agreement 
with individual bargaining units, unique provisions are negotiated for 
minor issues. But for individual departments the unique provlslOns 
make it hard to develop cohesive personnel systems. 

Sometimes the ability to negotiate solutions to problems can fail because 
people expect too much from the process. Sometimes they fail because the 
parties give up on the negotiations and seek victories elsewhere. And 
sometimes agreements are reached, but they are ineffective because they are 
not focused on the issues that are important to the people who have to 
implement the agreement. In California, the collective bargaining process 
has suffered from all three maladies. 

The conclusion of the Secretary of Labor's task force was that the more 
issues that could be raised at the table, the greater the potential for 
improvement. But the group also recognized that the scope of bargaining 
was a symbolic issue for many: 

Because it affects the capacity of an agency or jurisdiction to improue 
seruice, the clearest need is for workers, managers and union leaders 
to be able to discuss the full range of issues affecting the service they 
were working to improve. 
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In traditional settings, the task force noted this discussion is precluded by 
the fear of setting precedents. But in cooperative settings, where labor and 
management are focused on improving services, that fear is eased. And 
while some issues cannot be resolved at the table, there can be agreements 
by the two sides to pursue an acceptable solution to an issue in an 
appropriate venue . 

• :. Consensus-based Reforms 

A s the Commission noted in its 1995 report, it is neither likely nor 
desirable that collective bargaining will be abolished. But over the last 

three years it has also become clear that collective bargaining cannot 
continue on its current path. 

Other governments face the same challenge, which one analyst described in 
a list of questions that labor and management must find satisfactory 
answers to: 

What is the purpose of union participation? How can it most 
effectively be used? What are its boundaries in a reformed system? 
Is it enoughfor unions just to be represented at the table? Ifnot, what 
else? Perhaps the most basic question is of a slightly different variety: 
can traditional enemies become friends? Any serious reform, 
however, will have to provide answers to these tough questions. 33 

In California, those questions are not being asked. The context of the latest 
negotiations has been to trade salary increases for changes in the personnel 
procedures. Both sides have come to describe those changes as 
"takeaways" which is an indicator of the problem. Civil service reforms 
should be changes that are mutually beneficial -- they are not something 
done to workers. 

It also is possible that other recommendations within this report would ease 
tensions that have contributed to the bargaining stalemate. For example, 
if civil service reforms were guided by a common vision that labor helped to 
define, and specific reforms were crafted by managers and workers, the 
number of issues on the bargaining table would be reduced -- along with the 
tensions. 

Summary 

T wenty years after state workers were granted the right to collectively 
bargain for salaries and other terms of employment, the process is 

proving to be unproductive. While it is unclear how the State can best 
resolve this problem, it is clear that the issue should be examined by a 
group of labor, management and personnel experts who could best assess 
whether the State should change its bargaining structure or process. The 
evidence from case studies elsewhere show that other governments have 
overcome poor relations at the negotiating table and been able to reach 
productive agreements. 
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EFFECTIVE COMPENSA TlON 

PRINCIPLE FOR REFORM 6: 

Effective Compensation 
The State needs compensation strategies that routinely adjust 
wages to changes in the marketplace, that link step increases to an 
employee's growing capabilities, and reward to individuals and 
teams of workers who contribute to improvements in efficiency 
and productivity . 

• :. Consider systematic change. The evolution of the wage­
setting process has left the State without a common 
understanding on how salaries and benefits can and 
should compensate, motivate and reward workers . 

• :. Attract competence. In particular, the State needs to 
analytically consider how well compensation is attracting 
and retaining the caliber of worker needed to increase the 
productivity of state operations. 
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.:. Consider Systematic Change 

A fundamental roadblock in the collective bargaining process has been 
the issue of employee pay. While reforming the collective bargaining 

process may more quickly produce mutually acceptable solutions, it also is 
possible that the State should consider separately how it defines 
compensation. 

Prior to collective bargaining, the State Personnel Board reviewed wages and 
recommended changes to the Governor and the Legislature, which 
considered those modifications as part of the budget-making process. The 
statutes at the time established principles for the board to use when making 
modifications: that "the proper internal salary relationships" should be 
maintained, that state salaries be kept generally in line with private industry 
and other governmental agencies, and that salary increases stay within 
legislatively determined budgetary limits. 

After the State adopted collective bargaining, the new law was challenged in 
court on the grounds it unconstitutionally seized the State Personnel 
Board's authority to establish classifications. In PLF vs. Brown, the 
California Supreme Court ruled that just because SPB establishes 
classifications does not mean that it must set salaries. 

In enacting the State Employer-Employee Relations Act, the Legislature 
reassigned a statutory function of setting salaries to the Department of 
Personnel Administration. But in hindsight, the law did not provide for the 
principles that should guide labor or management in determining salaries. 
Under contemporary law, the Department of Personnel Administration is 
guided in how it should establish salaries for each classification of excluded 
employees: 

"The salary range shall be based on the principle that like salaries 
should be paid for comparable duties and responsibilities. In 
establishing or changing these ranges consideration shall be given to 
the prevailing rates for comparable service in other public employment 
and in private business. The department shall make no adjustments 
that require expenditures in excess of existing appropriations that may 
be used for salary increase purposes. 34 

But that provision of law does not apply to employees covered by collective 
bargaining. As a result, salary ranges for rank-and-file employees are 
established at the collective bargaining table. Modifications are negotiated 
individually with 21 different bargaining units. The modifications are often 
described as cost-of-living increases, but the amounts are not strictly tied 
to any economic index. The agreements must then be approved by the 
Legislature, giving it final say on the expenditure of public funds. 

The chart displays the cost of living increases negotiated with state civil 
service workers over the last decade, along with the consumer price index 
for the San Francisco Bay Area and the "employment cost index" for western 
states, which is based on a salary survey of public and private employers 
conducted by the U.S. Bureau of Labor Statistics. 
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Over this time period, the average annual increase in the employment cost 
index was 3.19 percent. The average annual increase in the consumer price 
index was 3.46 percent. And the average annual increase in civil service 
salaries was 2.43 percent. 

While collective bargaining changed how salary increases were determined, 
it did not dramatically change the salary structure. Within classifications, 
employees move almost automatically through "step" increases that are 
intended to reflect a growing competence on the part of the workers. 

The Little Hoover Commission in 1995 pointed out that under the current 
system it is harder to deny a step increase than to allow the increase to be 
enacted. The Commission advocated step increases be granted based on 
performance. 

In recent years, however, the administration has pursued pay-for­
performance as a substitute for cost-of-living adjustments and step 
increases. The administration asserted that with more than 70 percent of 
rank-and-file workers at the top of the scale for their class limiting 
performance pay to step increases would insulate most workers from the 
incentives of performance-based pay. 

The administration maintains that a majority of private sector employers 
have moved to a performance-based pay model. However, the proposal 
sparked significant opposition from labor unions for any efforts to base 
compensation on a worker's contributions. So while compensation is a 
major component of a competent and motivated workforce, the State's 
compensation policies have devolved into a large source of controversy. 

The controversy is an indication of a deeper problem - the lack of an official 
compensation policy. Negotiators for labor and management, the Governor 
and the Legislature, department directors and line managers, do not have 
a set of common principles for what the State wants to accomplish with the 
compensation system. 
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The state may need to consider alternative procedures for setting salaries, 
including the use of neutral sources to review market trends and trends in 
personnel practices and recommend changes. But before structural 
changes can be made state policy makers need to articulate what the State 
needs to achieve with its compensation system . 

• :. Attracting Competence 

At the workplace level, personnel managers are frustrated that some 
salaries are not high enough to attract and retain high-quality workers, 

particularly those with specialized skills that are in high demand. While 
that problem is most acute during good economic times and for workers in 
demand in the private sector, it is indicative of a larger problem: The State 
does not have a way to assess how effective its compensation system is at 
attracting, rewarding and retaining high caliber workers. 

The Department of Personnel Administration says it relies on salary surveys 
that compare state wage rates with those charged in similar industries. For 
classifications without private-sector counterparts, they monitor the wages 
paid by comparable public agencies. 

At the same time, union negotiators maintain that their proposals are often 
based on the salaries that are paid to similar classifications in the private 
sector. And when they propose a pay increase, DPA negotiators reply that 
if the State is not having a recruitment problem for a given classification, 
there is no reason to raise salaries. 

Not only is it important to resolve the dispute, it is important that the State 
pay wages that are high enough to attract and retain high-quality workers. 
Anything less may be costing the State more through additional recruiting, 
selection, and training than the higher salaries would. 

The personnel system is loaded with costs that go far beyond wages. There 
are the costs of recruiting, examining, selecting and training workers -­
expenses that rise with turnover, even if there are more applicants than 
openings. Similarly, there are costs of dealing with workers who may have 
met the minimum qualifications for the job, but do not live up to the State's 
expectations. There is the cost of lower productivity, sick time, disciplinary 
actions. 

Salary comparisons are important because the state does not want to be far 
out of step from the market in either direction. But that is only one 
indication of what salaries should be. Comparisons do not tell managers 
how well the salary scale is working with other aspects of employment that 
can determine retention and productivity -- including benefits, working 
conditions, opportunities for advancement, training. 

And the state does not collect information that would tell it when 
recruitment and retention are problems until the problem is obvious. The 
State does not track how long employees stay in state service, or in different 
departments or classifications, or where they go when they leave, or why 
they leave. Similarly, without knowing the costs associated with turnover, 
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the State does not know when it IS worth investing more to mcrease 
retention. 

Summary 

T he State's mechanism for setting salaries has gone through a number 
of major changes in the last 20 years. In addition, the marketplace and 

best practices among employers public and private have evolved. The State 
needs to rethink its compensation strategy and the mechanisms it uses to 
make changes to salary schedules in accordance with that strategy. 
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PRINCIPLE FOR REFORM 7: 

Flexible Classification 
The State needs a flexible classification system that accurately 
reflects job assignment, appropriately compensates workers, and 
enables managers to better use the State's human resources . 

• :. Fair but flexible. As the backbone of the civil service 
system, the classification plan has been relied upon to 
provide for merit-based selection, job assignment and 
compensation. But the plan has to be flexible enough to 
allow for managers to efficiently and effectively fill 
positions and assign work, and for employees to excel in 
the workplace . 

• :. Evaluate reforms. Classification is one aspect of the 
system where significant experimentation has occurred. 
But for these efforts to be useful, they must be honestly 
evaluated, and when successful, widely replicated. 
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.:. Fair But Flexible 

O ne of the most fundamental aspects of the State's personnel 
infrastructure is the classification system. Classifications are used in 

structuring organizational work flows and in establishing budgets. They 
shape examination, selection, compensation and promotional decisions. 

As a result, many of the maladies plaguing state human resources are either 
caused by -- or can be detected in -- the classification system. The rigidity 
of the system makes it hard for departments to re-engineer their procedures, 
reassign workloads, reallocate resources and respond to changing public 
priorities. In turn, managers too often attempt to change or create 
classifications because of the failings of the examination and selection 
process to efficiently yield the best candidate for an opening. Similarly, 

As Defined in Law 

Government Code section 18523: "Class is 
defined as a group of positions sufficiently 
similar with respect to duties and 
responsibilities that the same title may 
reasonably and fairly be used to designate 
each person allocated to the class and that 
substantially the same test for fitness may be 
used and that substantially the same minimum 
qualifications may be required and that the 
same schedule of compensation may be 
applied with equity." 

managers occasionally create new 
classes because existing 
compensation policies are not 
adequate to retain and reward 
superior workers. 

As a result, one indicator of the 
problem is the growth m 
classifications: In 1913 when the 
classification plan was established, 
the State had 198 classes for 4,489 
civil servants. Today it has nearly 
5,000 classifications for 170,000 
employees. 

From the labor perspective, the most 
common complaint that unions 

receive from members is working out-of-class, and the process for resolving 
those claims is cumbersome and lengthy. 

The rigidity of the classification system creates problems for employees, as 
well, making it hard for them to advance by creating solid barriers to 
promotion and higher pay, and as a result, some employee representatives 
have supported broad-banding efforts.35 

As described previously, the problems associated with the classification plan 
are complicated by the State's fractured personnel infrastructure. Creating 
a new classification or amending an existing one requires the concurrence 
of both agencies - a substantial amount of paperwork in order to redefine 
a position that in many cases is only held by one or a small number of 
workers. 

And while both the Department of Personnel Administration and the State 
Personnel Board have some responsibility over classifications, neither 
agency has consistently monitored, evaluated or recommended 
comprehensive reforms that could make the plan IIlore effective. 
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As a result, changing the classification plan is the most common reform 
attempted. In most instances, reformers have attempted to consolidate 
classes as a way to ease the 
procedural burdens associated with 
selection and job assignment. Faults in the Classification Plan 

To date, the solution has been to 
create broader classifications, which 
allow for a wider range of assignments 
to be covered by a broader group of 
employees. Essentially, broad­
banding moves specific minimum i 

requirements from the classification . 
to the position. This enables 
managers to more easily hire new 
employees and assign workers based 
on individual capacities. 

Broad-banding also allows those 
qualifications to be changed more 
easily as the requirements for the 
position change. Historically these 
changes, if part of the classification 
plan, had to be approved by the 
department personnel office, the DPA, 
the SPB, and often the unions. 

The tension is between the desire of 
managers to create broad 
classifications that allowed for 

According to the director of DPA, California's 
classification system suffers from a number of 
problems: 

o The numbers of narrow classifications lead 
to rigidity and cumbersome procedures 
which make the system slow to respond to 
changing needs. 

o Efforts to monitor and control through 
classification review create unnecessary 
cost with staff resources that could be 
better utilized. 

o Managers view of the system as an 
impediment rather than a tool to 
accomplish their program goals. 

o Internal pay inequities result from the 
inability to recognize differences in 
individual jobs and employee 
qualifications and performance. 

flexibility in job assignment and the employee concern that broad classes 
can lead to inequities between job assignment and pay . 

• :. Evaluate Reforms 

T he personnel reform that has advanced the farthest in state service has 
been the broad band. Broad-banding is the cornerstone of the 

Department of General Service's managerial consolidation demonstration 
project that will soon be implemented in more that 20 departments. Both 
experiments are described in Principle for Reform 4. 

Similarly, broad-banding is the basis for demonstration projects at the 
Health and Welfare Data Center and the Department of Personnel 
Administration. 

Few of the employees affected by the demonstration projects are rank-and­
file, in large part because under the demonstration law union officials must 
agree to the project and given the current environment union officials 
remain skeptical of personnel reforms in general and broad-banding in 
particular. 
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Still, the early indications from most of these experiments in personnel 
reform is that the State can find a way to balance the merit-related rationale 
for classifications and the flexibility needed for responsive organizations. 

But the effectiveness of these efforts could be undermined if the State does 
not develop a method for evaluating the programs that will tell program 
managers, policy makers, and labor representatives how well the system 
functioned, what was learned from the projects, and how the reforms might 
be expanded. 

The responsibility for this evaluation rests with SPB. But it is not clear how 
the projects will be evaluated, and evaluations are difficult to design and 
usually limited in scope if they are organized after the experiment has run 
its course. 

Of equal importance, it is unclear what will happen to the demonstration 
projects when their five-year terms have run. There is no mechanism for 
them to become permanent, no mechanism for them to be expanded, and 
little interest on the part of the departments of going back. For instance, 
the Department of Personnel Administration maintains it will be impossible 
to re-divide its workforce into the old classifications that it has consolidated 
into two. 

Unfortunately, these uncertainties threaten to erode the potential of the 
projects to inform and inspire broader reforms. They also feed and give 
validity to union concerns that demonstration projects are not temporary 
experiments, but incremental reform enacted outside of a collaborative 
process. 

Fortunately, just as broad-banding is now a common reform, other 
governments have developed evaluation measures. For example, the 
National Association of Public Administrators believes there should be two 
major objectives to a classification and compensation system: 

o Employees should be treated fairly and equitably. 

:l The classification system should support effective work accomplishment 
and achievement of agencies' missions. 36 

Those principles would be a good place for evaluators to begin the 
assessment of California's demonstration projects. 

Summary 

T he State's classification plan is both cause and symptom for much of 
what ails the personnel system. Fortunately, it also has proven to be 

the most fertile ground for reform. Departments are experimenting with 
ways to make the system fair but flexible, and the early indications are that 
improvements can be made. But the value of those experiments will be 
diminished without meaningful evaluation that will help policy makers 
decide how best to expand the reforms throughout state service. 
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PRINCIPLE FOR REFORM 8: 

Coordinated Recruiting 
The State needs a coordinated and effective way to ensure that the 
most qualified candidates know about the opportunities in state 
employment and are encouraged to pursue those opportunities . 

• :. Coordinate efforts. In good economic time and bad, the 
State needs to lure talent into its workforce. While the 
needs of individual departments change from year to year, 
the State's overall recruitment effort should be consistent 
and consolidated . 

• :. Recruit to Serve. Because of the reliance on promotion to 
fill higher classifications and because of the nature of 
public employment, the State's recruitment efforts should 
manifest the values and social importance of a career in the 
civil service. 
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.:. Coordinate Efforts 

A n under-whelming aspect of the State's personnel system is that with 
few exceptions it only considers those applicants who consider the 

State. Other organizations, private and public, have figured out that in good 
times and in bad it pays to recruit the best talent. The State, on the other 
hand, has failed to make that smallest investment in recruiting new 
workers. 

A program manager for recruiting at California State University, Sacramento 
-- perhaps the most likely campus to recruit entry level professionals into 
state service -- said "six or seven" state agencies sends job flyers to the 
campus, but no agency sends representatives to talk to students about 
working for the State. While 200 companies recruit at the campus, the 
manager said the State does not come to informational meetings, or even 
brief the recruiters so that they can answer questions from students. 

We are never sure what is expected from us. We are not even sure 
what their forms look like, who to call if we have questions, or where 
to send students if they want to apply.37 

The State's personnel officers said recruitment only becomes a topic of 
discussion when jobs go unfilled because the labor market is so tight. And 
since for so many years in the early 1990s unemployment was high, there 
was no recruitment plan to put in place as the economy improved and help 
wanted ads increased. 

Historically, the State Personnel Board functioned as both a control agency 
for the merit system and as the centralized personnel office for state 
departments. With the advent of collective bargaining, the Department of 
Personnel Administration took on some of the "personnel office" functions, 
while individual departments gradually assumed responsibilities for 
recruiting, testing, and selecting new hires. 

As a result, in recent years, individual departments, DPA and the SPB have 
all launched recruiting efforts -- often times inspired by a unique need for 
workers, the demands of the marketplace, or the personalities in charge of 
particular organizations at particular times. Inversely, none of the agencies 
believes it is responsible for recruitment in the State - for assessing the 
needs, developing a plan, finding the resources and training the staff, and 
then evaluating the effectiveness of the efforts. 

As a result, the State's recruiting efforts are sporadic. Recruitment efforts 
have seldom been orchestrated. The success of recruitment and retention 
efforts are only gauged informally by the number of positions a department 
would like to fi11, but cannot -- rather than by assessing the caliber of 
employees the State is hiring, promoting and retaining. 

The Governor's 21 st Century Action Training Team, while focused on 
training, recognized that a high performance workforce requires a 
continuum of effort: 
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State government needs to recognize and regard those civil servants 
who excel in their jobs and we need to recruit the best and the 
brightest into the state workforce. Recruiting agencies should ensure 
that the State is hiring, training, rewarding and promoting a workforce 
that is capable of moving state government into a more competitive and 
innovative organization. 38 

The State Personnel Board reported that it is launching a recruitment effort 
at 20 university campuses, which will include visits. It also is attempting to 
coordinate "recruiting" by providing a common internet site for prospective 
applicants to explore the opportunities in state service. But these are 
minimal efforts when the labor market is tight and the State's labor needs 
are diverse. 

Some of these problems could be resolved by clearly defining the roles of 
central personnel agencies. But departments and the oversight structure 
will need the skills, technology and resources to develop and evaluate an 
effective recruiting effort. 

Importantly, recruiting may not be best performed by a single state agency. 
The better model may be a coordinated effort in which the techniques and 
resources are orchestrated by one department for use by all departments . 

• :. Recruit to Serve 

I t is only a sign of the times that private companies are mobbing 
university campuses and offering large signing bonuses to graduating 

seniors - even those with liberal arts degrees usually not drafted by the 
private sector. And the State will not likely ever have to compete with a 
Fortune 500 company to attract the best social science graduates who are 
interested in helping welfare families get back on their feet. 

Still, there are hundreds of government agencies in California alone - each 
of them looking for young and talented individuals to help them meet 
challenges similar to those facing California. 

Recruiting also is important because many people who seek government 
employment are interested in public service and tend to stay with agencies 
for a long time. This tendency is reinforced by selection policies, described 
in the next chapter, that for better or worse favor candidates already 
working for the State. 

That means the pool of candidates for entry level professional jobs, such as 
the staff services analyst classification, will in 10 or 15 years be the pool of 
candidates for management positions. To ensure the State has an adequate 
reservoir of high-quality senior level professionals and managers in the 
future, the State should continuously invest in recruiting the best possible 
college graduates from university campuses. 

Finally, the Commission was reminded that an essential part of working for 
the State - and as a result, any recruitment effort - is the aspect of public 
service. The State otTers young professionals something besides an expense 
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account -- the opportunity to make a difference. That benefit must be 
presented to candidates in order to attract those who find value in public 
serVIce. 

Chester Newland, a senior statesman among public administrators, told the 
Commission that the civil service is more than a job and one purpose of 
personnel reform should be to preserve and enhance the civic culture, and 
the public service of those in government employment. 

That goal is consistent with efforts to create high performance organizations. 
To pursue either goal, the State should begin at the beginning -- by actively 
and visibly recruiting those who have the initiative to embrace change, the 
intellectual capacity to make change, and a spirited desire to serve the 
pUblic. 

Summary 

T he state does virtually no recruiting in good times or in bad to draw 
young, energetic graduates from its own university system into its 

workforce. Recruitment is particularly important because the pool of 
candidates for managing public programs is most often comprised of those 
who start their careers with government. Today the job market is an 
applicant's market, with employers making monetary offers to grads that the 
State would be hard pressed to match. Still, the State's presence on 
university campuses should be persistent - along with major high-tech 
companies and the Peace Corps. 
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PRINCIPLE FOR REFORM 9: 

Accurate Selection 
The State's examination and selection process should be adaptable 
to the needs of individual departments and specific positions, while 
more effectively allowing for merit-based decisions . 

• :. Make good job-person matches. While the traditional 
system has been an effective bamer to patronage, it 
frequently fails to identify and allow the State to hire the 
most qualified candidate . 

• :. Adaptability. Many of the State's departments have 
unique personnel needs, and the examination and selection 
process needs to efficiently meet those needs . 

• :. Efficiency. A fundamental shortcoming of the system is its 
cost of operation. In addition to the drain on budgets, the 
costs prompt managers and personnel officers to find ways 
around the system, encouraging decisions to be made on 
ease rather than merit. 
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.:. Make Good Job-Person Matches 

T he State's examination and selection procedures lie at the heart of the 
traditional civil service system. The key words in the statute are that 

exams must be "competitive" and that selection must be limited to those 
who scored highest on the test. 

What the Law Requires 

Government Code Section 18900 requires that 
I ists be establ ished as a resu It of competitive 
exam i nations. 

Section 18901 states that earlier lists take 
precedence over later lists and says that lists 
will last from one to four years. So if a list 
does not include candidates that the employer 
wants to hire, they are stuck - even if someone 
who is more qualified is waiting to be hired, 
but is not on the I is!. 

Government Code Section 19057.1: "For any 
open employment list, there shall be certified 
to the appointing power the names and 
addresses of all those eligible whose scores, at 
time of certification, represent the three highest 
ranks on the employment list for the class, and 
who have indicated their willingness to accept 
appointment under the conditions of 
employment specified." 

Examination and selection have 
become routine issues in discussion 
of civil service reform - mostly 
because the procedures used to 
ensure fairness did not function well 
and created huge hurdles for both the 
most qualified candidates and 
managers trying to fill vacancies with 
the best possible workers. 

Selection 1S one area where 
improvements have been made. But 
selection-related reforms have been 
limited for the same reason as 
classification-related reforms. 

Most of the improvements are on a 
limited scale. Most of the changes 
apply to a limited group of 
classifications or a limited number of 
departments. Most of the changes do 
not apply to rank-and file. Most of 
the new procedures are being done 
under temporary waivers from specific 
civil service statutes. 

These improvements are valuable learning lessons, but they do not 
represent the kind of systematic change that is needed. 

In general the examination and selection process works like this: Candidates 
file applications. Those who meet minimum qualifications are allowed to 
take the exam the next time it is offered, usually every one to four years. The 
exam is scored, the results are ranked and the list of "eligibles" is certified. 
Depending on the classification, departments can either hire from the top 
three individuals or the top three rankings of individuals on the list. All 
openings must then be filled from eligible or "reachable" candidates who are 
on the list for as long as the list is valid, which is typically four years.39 

Among the many problems that personnel officers, managers, candidates 
and civil servants who would like to advance, two greatly inhibit good job­
person matches: 

:::J Examinations can be inaccurate. Examinations often do not 
accurately identify the best person for the job. One reason for this is 
that exams have been built on the parameters of classifications. The 
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classification may be too broad for the specific position, or too narrow if 
the demands on that position have changed. But either way, it is time 
consuming and costly to change classifications and create a new exam, 
so managers often rely on inaccurate examination tools. 

o The candidate pool is frozen in time. Many examinations are only 
offered at specific times, sometimes years apart. So the hiring lists can 
only include those people who happened to take the test on the day it 
was offered. As a result, the best people on an old list are often no 
longer in the job market, while qualified people who were not in the job 
market when the test was offered are not eligible. 

One example of the State Personnel Board's efforts to remedy this problem 
is its "on-line" examination for staff serVIces analyst (SSA), the large 
classification that represents entry-
level professionals. The exam allows 
a candidate to take the "test" at any 
time, and within a matter of days 
become eligible for selection. Prior to 
the new test the State would only 
offer the exam every few years, 
effectively denying many new college 
graduates the opportunity to begin 
their career by entering state service. 

To take the test, applicants must 
meet mInImUm requirements in 
education and experience. The test is 
comprised of a series of "life 
experience" questions that are used to 
"score" candidates based on the 
breadth of their experiences. The test 
is intended to gauge experience in 
communication, analysis, technology 
and leadership. Based on the data, 
departments can search among the 
successful candidates for those people 
who report to have skills or the 
experience to meet the department's 
needs. 

The test, however, is a significant 
departure from previous exams 
because it is pass-fail. Everyone who 
passes the test based on merit is 
ranked third. Because of preference 
points required by statute, veterans 
who pass the test are ranked second 

The IT Litmus Test 

The State has had a particularly hard time 
attracting and retaining high-quality 
information technology (IT) personnel. To 
explore the problem, a task force was created 
to identify the barriers to developing an 
effective IT workforce. 

I n an October 1998 report, the task force 
reached conclusions that resemble problems 
common throughout the personnel system, but 
are most evident in technology units. Among 
them: 

liThe State's examination process is 
decentralized, slow and highly dependent on 
intra-department coordination. It is not able to 
respond to rapidly changing business needs. 

liThe State's IT classification structure does not 
, adequately describe the current work and fails 
I to accommodate the rapidly changing needs of 

the Information technology industry." 

The group also noted that the State does not 
invest in the training and development of 
individuals. The State's compensation package 
lags the industry and is not flexible enough to 
reward individuals. And the State does not 
effectively market job opportunities or recruit 
employees. 

and disabled veterans who pass the test are ranked first. 

The board reports favorable reviews by the departments using the SSA 
exam. However, while the instrument has provided for continuous testing, 
it has not eliminated the rigidity of the selection process. At one point in the 
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fall of 1998 no department could hire a candidate who had ranked third 
(nearly everyone who had passed the test) because of a single laid off state 
employee with a limited set of skills who was seeking to be rehired. Under 
re-employment rules, the laid off employee was rank one, and the veterans 
were bumped to ranks two and three. All of the non-veteran candidates 
were pushed into the fourth rank and as a result ineligible for hire -
regardless of their qualifications . 

• :. Adaptability 

As one potential solution to the inaccuracy of the selection techniques, 
departments have tried to adapt the examination and selection process 

to meet their particular needs. While there has been some success in this 

Hiring to Meet the Need 

Like many organizations, the Health and 
Welfare Agency Data Center was having 
trouble recruiting competent information 
technology staff. Under the demonstration 
law, the data center collapsed classifications 
for data processors and support staff. 

It then developed an examination and 
selection process that allows for specific jobs 
to be advertised to the publ ic, and for anyone 
meeting the minimum qualifications to apply. 
Candidates are reviewed by a team of 
employees who assess the candidate against an 
establ ished standard. 

The Data Center believes the process is more 
efficient and more accurately identifies the best 
candidate for a new position. 

area, the most notable changes have 
been made under the demonstration 
project law, which allows civil service 
statues to be waived. As a result, 
those reforms are limited. 

For example, the Department of 
General Services' demonstration 
project described in Principle for 
Reform 4 has allowed the department 
to create selection procedures that 
were good at finding the kinds of 
professionals needed to work in its 
property management and 
procurement units. Many of the 
candidates are professionals who 
have not worked for government, are 
not familiar with the complicated 
selection process and who may not 
have gone to the trouble of figuring it 
out. 

By streamlining the selection 
process, the department was able to broaden the candidate pool, which 
would seem to advance the principle of seeking the most qualified candidate. 
To ensure the decision is merit-based, the department assesses applicants 

based on position-based criteria. The management consolidation project 
also described in Principle for Reform 4 provides for departments to fill 
management positions through a similar process. 
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.:. Efficiency 

The State does not calculate how much it spends on examinations. But 
even if it did, those costs would only be a part of the costs associated with 
the cumbersome selection instrument. 

Preparing exams, conducting exams and scoring exams can be enormously 
time consuming as sometimes thousands of candidates apply, even for 
positions that will have a few openings over the "life of the list." The large 
applicant pool frustrates both applicants and examiners - applicants 
because they take tests for jobs they are not really qualified for and so have 
little chance of winning, and examiners who must score thousands of tests 
to find a few candidates who the department might want to hire. 

Department personnel officers say they must frequently live with out-of-date 
exams because they do not have the resources to craft new ones - and as a 
result they must live with the consequences of an inaccurate examination. 

High examination costs are the primary reason why departments chose to 
promote from within rather than look for a more qualified candidate in 
another department or outside of state service. While the outcome may be 
acceptable if the in-house candidate is suited for the job, the money saved 
by forgoing an open examination may be quickly lost if the promotion does 
not work out. 

The inefficiencies of the selection process can increase costs in terms of 
qualified candidates who do not seek state employment. At best, the 
cumbersome procedures are a mystery to candidates and line managers. 

The system is amazingly complex. Private classes are offered in how to get 
state jobs, and as one of the instructors put it, the most important 
characteristic a candidate can have is persistence. Departments publish 
guides for managers to guide them through the overgrown decision tree. And 
union officials say they routinely have to coach members how the system 
works, and these are the workers who managed to get through the selection 
process the first time. 

Evidence of the system's complexity is Capitol Weekly, a newspaper that 
survives because it is a source of job notices. As the newspaper says in a 
Page 1 note to readers: "Gaining state employment and advancing in state 
service is a complicated process requiring a great deal of tenacity for all 
ambitious people." 

The State Personnel Board and some unions maintain that the problems 
with the selection process are not systematic, but symptomatic of poorly 
trained and under-funded department personnel offices. The system works, 
they maintain, if it is used properly. 

The SPB also points out that other than conducting exams, departments can 
hire employees from other departments, temporarily fill the jobs with 
employees on "training and development assignments," and through 
promotion. But each of these options limits the pool in ways that may 
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prevent the department from hiring the most qualified candidate and 
eventually departments should hire from the outside. 

Summary 

W ith the exception of limited reforms, the State's selection procedures 
do not always efficiently screen out unqualified candidates or 

effectively identify the most qualified candidates. Because of costs involved, 
the adherence to ineffective rules and overall inefficiencies, the process often 
prevents the timely filling of vacancies. In part because of these 
complications, managers are discouraged from looking outside of the civil 
service to find the most qualified candidate, and rather look at the 
promotional pool for the most qualified candidate already within the civil 
service system. 
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PRINCIPLE FOR REFORM 10: 

Supportive Training 
State policy makers and program managers need to use training 
programs to improve the effectiveness of their organizations, to 
support re-engineering efforts and prepare workers for new 
assignments . 

• :. Coordinate efforts. In recent years substantial efforts 
have been made to coordinate training strategies and 
opportunities, but the potential benefits for coordination 
have not yet been realized . 

• :. Train for change. One skill universally needed in 
perfonnance-based organizations is the ability to bring 
about change . 

• :. Measure benefits. Too often program managers view 
training as a reward for good workers and a punishment 
for bad ones. To often policy makers view training as a 
luxury, easily cut in lean years. But training has the 
capacity to increase efficiency, allowing departments to do 
more with less. 
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.:. Coordinate Efforts 

While the State has made some significant improvements in its training 
programs, more needs to be done to ensure that the State adequately and 
wisely invests in training. The greatest need is coordination - between 
workers and supervisors, supervisors and their department leaders, and 
among departments. 

Training for the 21 st Century 

The Governor's task force noted that 
technology, teaching techniques, business 
practices and changing public services all 
require the state to re-examine which state 
employees are trained and what they are 
trained to do. 

investing in the development of our workforce 
is a matter of economic competitiveness for 
the State of California. it should be regarded 
with the utmost seriousness and urgency. Our 
state requires a workforce which not only 
values the complexity of California, but one 
which is trained to provide the highest levels 
of customer service to our residents and those 
who visit our great state. 

Partly in response to the Little Hoover 
Commission's 1995 recommendation 
that trammg be increased, the 
Governor created a task force, which 
published recommendations in 1998. 
The group's report, Developing a High 
Peljormance Twenty First Century 
Workforce for California Government, 
recommended ways that departments 
integrate planning efforts with their 
strategic plans. 

The task force urged the Department 
of Finance and the Department of 
Personnel Administration to provide 
assistance to departments in how to 
use training to develop the skills 
needed to reach their goals and 
objectives. 

It recommended that departments identify specific performance needs and 
the training that would develop those skills. And it urged employees and 
supervisors to rely on individual development plans to tailor training needs. 

At this level, significantly more work is needed. While development plans 
are supposed to be crafted for each worker, the State does not have a 
uniform mechanism to ensure that the plans are prepared. The State does 
not even know how many are prepared. It is commonly recognized that 
development plans are not prepared for many employees. And when the 
development plans are prepared, there is nothing to ensure that the training 
is actually acquired . 

• :. Train for Change 

T he Governor's 21st Century Training Action Team provided departments 
with concrete ways that training could be linked to a department's 

strategic plan to build the personnel infrastructure needed to focus and 
improve customer service. Similarly, the establishment of an executive 
institute with the University of Southern California has the potential to 
provide the State's top managers with needed skills. 

Another next step for the State is to make sure that trammg lS used 
effectively throughout the ranks of employees: Supervisors need the skills 
to more effectively deal with poor performing workers, to nurture the careers 
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of young and promising workers, and to keep veteran workers current in 
their skills. In addition, more training needs to be geared toward emerging 
problems so state agencies can better prepare and adapt to new challenges. 

Training should not be viewed simply as a mechanism for dealing with 
under-performing employees. Training also needs to be viewed as a tool to 
raise the standard of performance for all employees. 

One commentator believes training is most valuable when it is integrated: 
when the training is integrated with an organization's strategic plan and the 
training integrates the needs of the organization and the needs of the 
individual. 40 

.:. Measure Benefits 

Most importantly, managers need to be able to measure the benefits of 
training so that they can make better decisions about when and how to 
make that investment. This information will be particularly important if the 
State is to resolve the chronic problem of cutting training budgets with the 
first sign of fiscal stress. The Governor's task force noted: 

'Dollars invested in state work 
force training are returned to the 
taxpayers in the form of savings 
created by improved efficiency. 
Some experts estimate that the 
return on investment for training is 
as high as three dollars saved for 
every one dollar invested. We 

Education Yields Return 

The Secretary of Labor's task force on 
excellence in government found that training 
can make the difference in bringing about 
change. 

believe that, at a mzmmum, i /I In Madison, a city-wide quality improvement 

investments in training pay for i effort helped to improve a contentious 
themselves through subsequent i relationship between city building inspectors 

I and private electrical contractors. 
efficiency improvements. "41 Management, the inspectors and contractors 

Still, it is easier to cut training than to 
layoff workers. But if training is a 
wise investment in good times, it is a 
wise investment in bad times. The 
issue is knowing which investments 
in training will yield quicker benefits, 
and which will provide long term 
benefits. With this information, policy 
makers and program managers will be 
better equipped to use training to 
achieve the efficiencies sought during 
hard times. 

worked together to develop a compliance 
program that emphasized education over 
punishment. It led to a program that enhanced 
safety and conservation of resources. While 

I cost red uction was not a goal of the effort, the 
< training to implement the program reduced by 

25 percent the number of inspections needed 
to complete a project. That efficiency 
improvement saves $30,000 a year - a more 

I than lO-fold return on the cost of the training." 

Training costs are not counted and reported uniformly. Some departments 
include lost staff time and travel in their cost computations, while others do 
not. Further there is an incentive to bury training costs in budgets to hide 
them from budget cuts. 
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Training is viewed as an earned benefit in some institutional settings. For 
example teachers and medical personnel can be awarded leave time for 
acquiring credentials, sabbaticals and continuing education. And the 
insecurity of training budgets has prompted some training proponents to 
argue that training should become an employee-funded benefit. While this 
approach would protect the training from cuts, there might be negative 
consequences if management "loses ownership" of training and has 
difficulties incorporating training in the collective bargaining process. 

The Administration's training blueprint argues that the best way to budget 
training is to make it part of the department's strategic plan and allow it to 
be budgeted as part of the cost of implementing that strategic plan. 

However, some concerns are raised by this approach. Training that yields 
quick benefits may be favored over training with greater but longer paybacks 
because department budgets are prepared annually and immediate 
improvements are easier to document and report. 

Still, in the end, both investments will yield returns to the State, a dynamic 
enhanced by the stability of the workforce. The Governor's task force 
reported: 

State employees tend to enter state service and remain public 
employees during the remainder of their career. Given the length of 
employment for most public sector employees, the ability to maximize 
employee performance can result in significant benefits to the people 
of California. For example a l-percent improvement in the 
effectiveness of each employee is the equivalent of an addition of 
approximately 2,500 employees. 42 

Summary 

S ignificant progress has been made in identifying ways that the State can 
better coordinate training efforts and that departments can better use 

training to develop the personnel resources needed to reach their goals. In 
implementing those improvements the State needs to improve its efforts to 
evaluate and measure the benefits of training to provide policy makers with 
the information needed to make investment-based decisions in training. 
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PRINCIPLE FOR REFORM 11: 

Fair, Efficient Discipline 
The State needs a graduated disciplinary system that strives to 
resolve issues as early as possible, at the lowest level possible, and 
in ways that benefit both the employee and employer . 

• :. Improve people management. A traditional failing of 
state service is that small personnel problems become 
complicated discipline problems. Many of these issues can 
be resolved earlier by improving the skills of supervisors 
and mangers to deal with competence and behavioral 
problems . 

• :. Clarify venues. Increasingly, the fractured personnel 
system is divided over how disciplinary appeals will be 
resolved and who will resolve them. The appeals process 
cannot be substantially improved until this issue is 
resolved . 

• :. Focus on outcomes. The traditional system has 
developed elaborate procedures to ensure protections. 
Those protections have gone far beyond the need to 
insulate workers from political retribution and the 
procedures themselves prevent the swift and fair resolution 
of disputes that benefit employer and employee. 
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.:. Improve People Management 

While most state workers are never the subjects of formal discipline actions, 
how the State deals with poorly performing or misbehaving workers remains 
a system-wide controversy. 

Historically, management's concern with the disciplinary process has rested 
with the long quasi-judicial appeals process. Fearful that formal discipline 
actions - adverse actions in state parlance - would be appealed to the State 
Personnel Board, managers reportedly 
shy away from taking any action at 
all. As a result, small problems fester 
into large ones. When actions are 
taken and appeals are filed, the 
departments and unions are saddled 
with high costs of the appeals process 
-- and as a result no one really wins. 

Some changes are underway in an 
attempt to minimize the kinds of 
cases that can be appealed through 
the board's quasi-judicial process and 
to develop alternative means of 
resolving discipline-related disputes. 
For example, the State Personnel 

Board has instituted an 
"investigatory" appeal that involves an 
abbreviated hearing process for cases 
in which the parties or the 
administrative law judge believe the 
court -like hearing process is 

Exploring a Streamlined Process 

The State Personnel Board has initiated a 
streamlined appeal process for resolving minor 
disciplinary appeals for excluded employees. 

The process provides for a 3-hour hearing before 
an administrative law judge, with each side 
getting 90 minutes to present their side of the 
story. The hearing is not bound by the formal 
procedures of evidence and most of the case can 
be presented in writing. 

The administrative law judge forwards a 
i proposed decision to the board within 15 days, 

and the case must be closed within 90 days of it 
being opened. The All or the two parties can 
opt out of the process if they believe it is in the 
interest of fairness to do so. 

unnecessary. So far, the process is only available for managers and 
supervisors, but the board intends to publish regulations extending that 
process to rank-and-file workers. 43 

The State needs to continue to find ways to resolve disputes more quickly. 
But the State also needs to find ways to prevent simple management 
problems from turning into large personnel issues. 

Some department personnel offices have developed speCific training to help 
new supervisors learn how to deal directly with employees who are not 
meeting expectations. The training assumes that most professionals 
recruited into supervisory positions are expert in their subject area, but 
have little experience or training in managing other workers. The 
departments report that their assumption was correct, and they are seeing 
the benefits of the training in higher morale and fewer discipline actions.++ 

In particular, the training helps supervisors to diagnose problems, works on 
the skills necessary to clearly communicate with the worker, and makes 
them familiar with the solutions that can be used to remedy the problem. 
The personnel officers believe the training gives the supervisors confidence 
to deal with problems that they would otherwise avoid. 
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While most of the problems are cured for good, the personnel officers said 
supervisors also are trained on how to deal with recalcitrant employees who 
do not respond to corrective measures. By making supervisors familiar with 
the more formal discipline process, personnel officers believe supervisors will 
be more willing to initiate adverse actions in necessary situations. 

••• • Clarify Venues 

As with most issues concerning the State's personnel system, even the 
discussions about how to reform disciplinary policies have been complicated 
by the conflicting values and venues. 

The issue - controversial by nature -- is burdened by an underlying tension. 
Under the merit system, crafting and administering discipline policy was a 
function of the State Personnel Board. Under the collective bargaining 
system, disciplinary policies, including grievance procedures, are often a 
"bargainable" issue. 

In 1997 the Department of Personnel Administration negotiated a 
streamlined procedure for resolving minor disciplinary appeals with the 
bargaining unit that represents Highway Patrol officers. While similar 
provisions were rejected by other unions, the California Association of 
Highway Patrolmen said swift and fair discipline is a value shared by both 
management and labor, and labor trusted management that the new 
process would be fair, and not just swift. But of equal importance, the 
process was allowed by the State Personnel Board -- not because it could 
shape the policy, but because its administrative law judges will be the 
neutral party in the new process. 

Conversely, in 1998, the Department of Personnel Administration negotiated 
streamlined procedures for resolving minor disciplinary appeals with the 
bargaining unit that represents firefighters with the California Department 
of Forestry and Fire Protection. In this case, the disputes will involve an 
independent mediator and be reviewed by a labor-management committee. 
In this case the State Personnel Board has indicated that it will sue DPA on 
the grounds that discipline is the jurisdiction of the board, and it has no role 
in the new process. 

When the State Personnel Board fashioned a streamlined disciplinary 
appeals process, it limited it to excluded employees - not because those 
workers have an inherent different set of circumstances. Rather, the board 
recognized that the unions would quickly challenge a decision to 
administratively create a discipline process for rank-and-file workers. The 
SPB is now preparing to extend the same procedures to all civil servants, 
even though it anticipates being sued as quickly as the regulations are 
printed. 

Regardless of who should establish and administer the discipline process, 
that decision is probably not one that is best left to the courts. The 
outcomes and the process should be cooperatively derived with the public's 
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interest in mind. The current path is for that policy to be derived through 
litigation, with history as a guide . 

• :. Focus on Outcomes 

Finally, in developing a discipline policy, the State should focus on the 
desired outcome. The desired outcome of the traditional merit-based 
process was to protect professionals from being fired for political retribution, 
or to make way for a patronage appointment. The procedures evolved 
significantly beyond that point - and to the point where the public now 
believes that incompetent civil servants cannot be fired. 

The State still needs a way to resolve merit-related appeals to ensure the 
integrity of the merit principle. But more importantly, the State needs a 
graduated disciplinary system that resolves disputes as early as possible, at 
the lowest level possible, and in ways that benefit both the employer and the 
employee. 

The system should focus on prevention first with effective intervention to 
correct inappropriate behavior or employee deficiencies. The process must 
have a swift, but fair way to resolve disputes of minor disciplinary actions. 
And it needs an efficient and binding process for resolving major adverse 
actions. 

Summary 

Discipline has been a more controversial issue than it should be, in large 
part because it has come to represent the tensions between labor and 
management, the merit system and collective bargaining. Clearly, the 
discipline appeals process has cost the State and the public more than it 
should. But even more money could potentially be saved by preventing 
discipline problems - with good selection, good training, good management. 

86 



Conclusion 

87 



LtTTU HOOVER COM,''v1155/0N: STATE WORKFORCE 

88 



CONCLUSION 

Conclusion 

N o organization, public or private, charged with such important 
functions as keeping the peace, educating children, and protecting 
the environment would choose to operate under the morass of 

archaic and stifling rules that comprise the State's personnel system. It is 
unreasonable to expect state agencies operating under these rules to 
succeed. 

In this report, the Little Hoover Commission presents principles for 
rebuilding the State's personnel system into one that would fairly and 
efficiently allow state agencies to pursue their missions with the necessary 
competence and alacrity. 

The first two principles provide mechanisms for change: an Executive 
Council to establish common goals and nurture the reform efforts in 
individual departments; and, workplace-level committees, where through 
consensus, managers and rank-and-file workers can identify barriers to 
efficiency and effectiveness. 

The remaining principles are guideposts, expressed in terms of desired 
outcomes, for reforming specific aspects of the personnel system. Among 
them are: the organizational structure of personnel-related agencies; the 
procedures used to recruit, examine and select new employees; and, the 
characteristics of a competence-based management corps. 

Virtually all of the concepts embedded in these principles have been drawn 
from the lessons learned by others -- who in their communities and their 
states are stewards of the public interest. And conceptually, many of the 
should-be partners in California's government can agree to these general 
principles. 

The duty before the State, the opportunity at hand, is to progress from 
conceptual principles to the workplace reforms. 

Each year thousands of statutes are enacted and regulations are adopted. 
With increasing detail, these mandates and rules are intended to alter the 
course of government or improve its effectiveness. 
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Each year, the State adopts a budget, which provides the resources for these 
initiatives. The resources are allocated in the currencies of bureaucracies 
- fiscal year dollars and au thorized positions. 

But these time-honored mechanisms for steering and fueling public 
programs work in isolation from the duplicative oversight, the conflicting 
objectives, and the dysfunctional rules that control the ability of workers 
and managers to pursue legislated goals. 

The 1990s have been a particularly challenging time for state departments. 
The decade has been characterized by rapidly growing and changing 
demands for public services, erratic funding for public programs, and 
vitriolic debates over the appropriateness and effectiveness of the policies 
that have defined government during the second half of this century. The 
ability of California state government to respond has been hobbled by 
unworkable personnel rules and bitter animosity between public employees 
and their employer. 

Other state and local governments faced many of the same challenges as 
California. But they responded by developing a partnership between labor 
and management to creatively deliver the public services that the public 
needs. The leadership in these agencies - the leaders in labor and the 
leaders in management - have recognized that effectiveness cannot be 
legislated or dictated, and that ineffectiveness is not in their own interest or 
the public's. 

The elected officials in these governments also have recognized that their 
agenda for change will only succeed if the executive branch agencies are 
capable of change themselves. 

And that is where this issue transcends the civil service system or personnel 
procedures. It is why these reforms cannot be pursued unilaterally or 
isolated from the organizations that must live under these rules. 

The purpose of civil service reforms is to improve the quality of public 
service. The lesson that California has learned in recent years is that civil 
service reform for the sake of civil service reform has little value or hope of 
fulfillment. 

The purpose of reforms must be to improve public service. And the means 
must be cooperative -- because if those reforms are not embraced by the 
public servants who must perform the public's work, then they will 
inevitably fail. 
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APPENDIX A 
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The following people served on Civil Service Advisory Committee. Under the Little 
Hoover Commission's process, advisory committee members provide expertise and 
information but do not vote on the final product. 
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Association 
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Office of Human Resources 
Dept. of General Services 

Ms. Susan Bowick 
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Vice Chair, Assembly Public 
Employees Committee 

Mr. Jonathan Brock 
University of Washington 
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