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Ahistorically tight labor mar-
ket is making San Diego 
companies think hard about 
how to keep their top talent 

from leaving for greener pastures.
The shortage of skilled workers is 

hitting a number of industries across 
the spectrum, leading to competition 
for qualified job candidates in life sci-
ences and technology, CPA firms and 
the hospitality sector, among others, 
said business owners and experts in 
the field of employee retention. Ac-
cording to one published report, a 
South Bay restaurant is experiencing 
a shortage of trained taco makers.

“With the job market the way it is, 
(employee retention) is certainly on 
the minds of a lot of the owners,” said 
Bruce Strumlauf, a shareholder with 
the CPA firm LevitZacks. “It’s really 
an employees’ market.”

Retention “is a concern of all com-
panies right now,” said Robin Toft, 
president and CEO of the Toft Group, 
an executive search firm that focuses 
on the life sciences sector.

‘Talent Crisis’
“The problem is there’s a talent 

crisis going on in the world,” said Toft. 
“This is the biggest candidate-driven 
market I’ve seen in 10 years and the 
candidates are in complete control.”

That observation comes against a 
backdrop of a 3.9 percent national 
unemployment rate for July, according 

to the U.S. Bureau of Labor Statistics. 
Closer to home, San Diego’s unem-
ployment rate stood at 3.7 percent in 
June, the most recent figure available, 
said Alan Gin, associate professor of 
economics at the University of San 
Diego.

As companies look for ways to keep 
their employees happy and on board, 
businesses are paying particular atten-
tion to those with highly specialized 
skills, and to key executives who are 
vital to the success of the firms where 
they work.

Competition is fierce between the 
biotech hubs of San Diego, San Fran-
cisco and Boston — as well as upstart 
biotech centers in Texas — with com-
panies aggressively pursuing candidates 
outside their home markets, in  some 
cases paying hundreds of thousands 
of dollars in signing bonuses, Toft said.

It’s Not Just Money
While compensation is central to 

retaining key employees, employers 
also point to such factors as flexible 
schedules, opportunity for advance-
ment, workplace diversity and quality 
of life issues.

“We find there’s a lot more to that 
we need to do as employers to keep 
people happy. It’s not just about com-
pensation,” said Gina Champion-Cain, 
CEO and owner of San Diego-based 
American National Investments Inc., 
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San Diego County 
Labor Stats

Unemployment rate

June 2018   3.7 percent or  
58,400 unemployed

June 2008   6 percent or  
92,800 unemployed

Total Labor force (those working or 

looking for work/unemployed, includes 

small business owners)

June 2018 1,582,000

June 2008 1,547,300 

Key sector job growth  
over 10 years

Health care,  
up 34,900 to 129,700

Tourism, leisure and hospitality,  
up 29,100 to 197,300

Government,  
up 25,800 to 255,900

Professional scientific and technical 
services (includes biotech, R&D,  

engineering, legal and architectural), 
up 14,500 to 132,700

Management,  
up 5,800 to 22,200

Telecomm, down 3,600 to 8,400

Source: Alan Gin, associate professor of 
economics at University of San Diego

A Tightening Job Market

San Diego’s supply/demand rate from 2008-2018 shows an increasingly tightening labor sup-
ply since the financial meltdown. The supply/demand rate is the number of unemployed per-
sons divided by the number of total ads. For example, if the supply/demand rate for an area is 
4.0, that means there are four unemployed job-seekers per every advertised available opening. 
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In July, labor demand rose in 19 of the 20 largest U.S. 
metro areas, including San Diego, and declined in one. San 
Diego’s supply/demand rate is lower than the country’s and 
the West’s and lower than many other major metro areas. A 
lower rate implies a tighter job market.
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The Right Incentives  
Can Keep Your Talent 
From Taking Off

a real estate development firm that has branched out to 
include its own brand of restaurants, coffee shops, retail 
outlets and a clothing  line. The company has about 600 
employees.

ANI offers employees flexibility in their schedules, 
and also to work remotely, whether at home or at one 
of ANI’s facilities, said Champion-Cain. The company 
reimburses employees for the costs of advanced educa-
tion and encourages mentoring, while also sponsoring 
social events and community activism. Workers are even 
allowed to bring their dogs into the office.

Beyond amenities, “The most important thing is to 
make sure you’re very transparent as to the goals of 
company and where you see the vision going, and they 
(employees) buy into it,” Champion-Cain said.

Toft agreed that flexible schedules and working from 
home are hugely important to the next generation of 
workers, noting that such issues are the “No. 1 ask” of 
women and millennials.  “Give them a little flexibility 
and they will walk across water for you,” she said.

Also important to younger job candidates is work-
place diversity, including by age, gender and ethnicity. 
To attract and keep younger employees, said Toft, com-
panies “need to make diversity a core value.”

Training Opportunities
Another way to keep good employees, she said, is to 

offer training and opportunities for career advancement.  
She said such measures have proven successful at her 
own company, where 14 of the 20-person workforce are 
women, and most of her employees have been with her 
since she founded the company in 2010.

One reason competition is so tight for life sciences 
workers is that many positions require a decade or 
more of experience in their field. That makes it doubly 
important to bring in younger workers and develop their 
talent until they are ready for top jobs.

“You have to take a chance on people right now, you 
have to bet on youth,” Toft said.

One method that many companies are either using 
or considering as a way of keeping their key personnel 
from leaving is a deferred compensation plan, said Cory 
Grant, founding partner and shareholder with Grant, 
Hinkle & Jacobs, a Solana Beach firm that helps clients 
with business succession and executive retention plans.

Such plans are more important than ever in the 
current robust economic times, when unemployment 
is low and employers must compete to land qualified, 
talented employees, said Grant.

Deferred Compensation Plans
While many companies offer qualified retirement plans 

to their employees, such as 401(k) plans, non-qualified 
deferred compensation plans can be targeted at the hand-
ful of key employees who are seen by a business owner 
as crucial to the success of an enterprise, Grant said.

Contributions to a non-qualified plan are not tax de-
ductible as are those to a qualified plan, Grant said, but 
employees are permitted to defer taxes until retirement, 
when they are likely to fall into a lower tax bracket.

Grant said his firm uses tax-advantaged life insurance 
policies as a vehicle for amassing cash value, which can 
then be paid out to a key executive who has met certain 
predetermined conditions, such as remaining with the 
company for a set period of time, or hitting specified 
performance goals. He said some three-quarters of 
Fortune 1000 companies use such life insurance plans 
to fund executive retirement plans.

In one example, Grant said his firm helped set up 
a plan for a senior vice president of a company who 
earned $100,000 per year. The employer contributed 
$25,000 per year to the plan, which could grow to as 
much as $500,000 with investment earnings over a 
decade. At the end of the vesting period, or when the 
executive leaves, the money provides an income stream.

“It’s like stopping work on Monday but getting paid 
until Friday,” Grant said.

Toft said many of her clients have established stock 
incentive programs for key employees, in which the 
executives become vested over an agreed-upon period 
of years. Before they are vested, they cannot keep the full 
amount in their account.

“If they leave it is painful, they have a lot of unvested 
equity sitting on the table,” she said.

In the past, said Champion-Cain of ANI, such arrange-
ments were known as “golden handcuffs,” because they 
discouraged a key employee from leaving before he or she 
became fully vested in the deferred compensation plan.

In the case of her company, said Champion-Cain, she 
has set up deferred compensation plans for company 
officers which vest over a period of five years.

“It’s a substantial reward, it’s a win-win for every-
body,” she said. “It’s certainly very motivating for the 
folks involved in the program on the executive level in 
our company.”

Keeping key executives is important to her company, 
especially as it continues to grow and expand to new mar-
kets, such as Orange County, Los Angeles, San Francisco 
and the Pacific Northwest, she said. “We’re on the move.”

‘Phantom Stock’
Along with deferred compensation plans built around 

life insurance policies, Strumlauf of LevitZacks said, 
there are a number of vehicles for keeping executives 
on board, such as a partnership into which company 
stock is transferred, allowing the key employees to 
share in gains when the stock is sold. Another option 
is “phantom stock,” in which employees are given a set 
number of shares without actually owning the stock.  
The employees receive any appreciation in the stock’s 
value after they are vested.

Along with helping boost a company’s productivity, 
executive retention plans can also improve a company’s 
value when and if  the owner decides to sell.

Reduction of Risk
That’s because an executive retention plan can help 

lower the risk of buying a particular company, since a 
potential buyer will be assured that key employees will 
stick around for the transition and beyond, said Steve 
Schenk, a director with Vantage Point Advisors, a San 
Diego firm that specializes in business valuation.

Three primary ways to increase the value of a compa-
ny, said Schenk, are growth, profit margin improvement 
and the reduction of risk.

“Having a stable workforce and long-time employees 
who understand the business, industry and the com-
pany, can lower the risk profile of the company,” said 
Schenk, thus increasing the company’s value. 
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Footnotes:
1. Total ads are all unduplicated ads appearing during 
the reference period

2. Supply/demand rate is the number of unemployed 
persons divided by the number of total ads. For 
example, if the supply/demand rate for an area is 4.0, 
that means there are four unemployed job-seekers per 
every advertised available opening. 

Adopt a remote culture: Allowing 
employees to work from home or another 
remote location won’t work for all compa-
nies, but this is something many of today’s 
employees want, said DelCastillo. “You are 
improving their quality of life without spend-
ing a lot of money. If you want to attract 
and keep top talent, you have to be ready 
to let them work from a remote location.”

Training as an incentive: Most mil-
lennials want training to expand their skills, 
and not necessarily in school, said DelCas-
tillo. Employees can learn through a formal 
training program or a special project.  One 
approach is for the company to provide seed 
money to develop an employee’s business idea.

Mentorships: These relationships be-
tween seasoned employees and their new-
er counterparts provide a valuable re-
source, while also helping to build com-
munity in the workplace, and allowing 
employees to feel protected and incentivized 
to reach their goals, DelCastillo said.

Recognize employees’ spouses: 
After keeping employees working late 
each night on a challenging project, his 
(former) employer sent gifts to the work-
ers’ spouses, to show appreciation for their 
support and understanding, DelCastillo 
said. This gesture resonated with both 
employees and their family members. 

Timely feedback: Employees deserve to 
hear from their supervisors, whether they 
“aced” an assignment or need improvement, 
DelCastillo said. Giving regular feedback be-
fore a formal evaluation keeps employees in the 
loop and lets them know how they are doing.

Listen to employees: Create a structure 
in which the employer checks in regularly 
with workers to determine their level of sat-
isfaction with their jobs and the workplace, 
and this applies to both the C-suite and the 
rank-and-file. “Get down into the trenches 
and say ‘How are you feeling?’ Those small 
things allow employees to feel they are 
worth something to the company,” he said.

Upward mobility: In the past, employees 
often spent their entire career with a single 
company. These days, they plan to spend only 
a few years at a company before looking for 
new opportunities, said DelCastillo. “Offer-
ing people a meaningful upward mobility 
program is a very important retention tool.”

Creative compensation: This could in-
clude more time off, such as every other Friday, 
allowing employees to have a three-day week-
end to enjoy San Diego’s climate and beau-
tiful surroundings.  “Sometimes monetary 
rewards are not what keep people,” he said.

Digital media society: Help employees 
build a network to stay involved with the 
company no matter where they happen to 
be working.

Daniel DelCastillo, a lecturer at San 
Diego State University’s Fowler College 
of Business and human resources consul-
tant, has identified nine methods for re-
taining key employees, compiled through 
his own experience and information provided 
by the Society for Human Resource Management.
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