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MIS Practicum

Issue Definition

How to Adjust the IT Workforce to Accommodate a Changing Workplace


Companies must adapt to changing environments in order to be efficient and successful. This adaptation may involve the people, processes, or technology of the company. Many environments have been changing due to the economic distress around the world. Thus many companies have been forced to adapt to remain in business. Some firms have adapted and some have not. For any firms remaining, there will be more necessary change to come. The economic distress is not yet over and it will likely take years for world-wide finances to become stable again. On the front line of the economic troubles is the financial services industry. Banks and investment management firms have been forced to adjust at a rapidly increasing rate. Those that did not adjust well enough have left the industry. It is an industry which relies heavily upon IT, thus IT organizations will be forced to adapt with their companies as a whole. One such company that must make tough decisions is Federated Investors, Inc.

The economic downturn has included large losses by firms with excessive bad debts. These losses have led to loss of stockholder faith which decreases the value of the firm. Firms that have lost a considerable amount are victims of the consolidation occurring within the industry. The situation has inflamed so quickly and with such magnitude that governments are intervening, in part by modifying or removing old regulations and also creating new regulations. These events are all occurring throughout the world. Federated Investors is a conservative company compared to competitors. Top competitors include BlackRock, Dreyfus Corporation, and PIMCO (Hoovers.com). These companies will also face the issue of adjusting their workforce to accommodate the changing environment.

When a company’s environment changes, adjusting the workforce may not be the first consideration made. If so, it is usually with reluctance because the common action is to layoff large numbers of employees which reflects poorly upon the company and decreases worker morale for those remaining employed. When IT organizations respond to changes, they typically think of adjusting technologies first. Again, the workforce is not usually the first area considered for change. Actually, IT tends to follow the business’s lead for changing the company. However, with IT being such an important part of business, especially in the financial services and investment management industry, organizations should spend more time analyzing the adjustments that can be made in IT. These adjustments should be other than buying new technology or outsourcing (equivalent to reluctant, large layoffs by companies). A company succeeds by its people, processes, and technologies. All must be analyzed to ensure the most success for the company. In IT, outsourcing could affect people or only processes. Changing technology could be prevented by changing processes. Changing technology could also prompt a change in the workplace. This is may be an unintended consequence or unexpected interaction. If large enough, changing technology to adjust the organization may lead to problems. There is risk involved in adjusting the company and particularly in adjusting IT and its workforce. Since IT is the backbone of the business, this risk is significant and needs to be analyzed thoroughly.

Although the environment is changing and all firms in the financial services and investment management industry are being affected by the same external factors, the adjustment required for a firm to remain successful differs. The health of a firm before the change in the industry and the health of that firm during the changes in the industry point to how healthy the firm will be in the future, should more changes happen in the industry. A factor which contributes to the health of a company is the amount of risk it takes. Also, the amount of resources it has at its disposable, market share, reputation, the culture of the workforce, the technology and standards in place and the third-party support for them are factors affecting the health of a company. Part of the difficulty in deciding how to adjust for a changing environment lays in the fact that the situation must be analyzed separately for each company. There is no way to generalize how to make adjustments because it differs for every situation for every company in every environment.

Understanding that adjustments need to be made is the first step toward creating a successful solution to the current situation. Some industry changes may be temporary or not significant enough to warrant any action by some firms. However, in the financial services and investment management industry, the environment is so unpredictable that a even if a change is temporary, it is likely once this change settles back at a neutral point for the industry, the change may just as soon start moving in a different direction. Regarding the significance of changes, right now there are reverberations all over the world in multiple industries. These changes are unquestionably significant; therefore adjustments need to be made to address them.

The goal of making adjustments is allowing the company to stay in business and remain successful. More specifically, adjustments may be needed to cut out-of-control costs, implement technology to meet new needs for the business, create new processes to comply with new regulations, etc. Making these moves will not only cut losses and/or increase profits for a company. By surviving hard times in the industry, a firm builds its reputation as a stable and successful company. A better reputation can improve market share for a firm and prompt more investment by stockholders. Understanding the issue and reacting appropriately can provide a more stable work environment for the business analysis team and therefore employees may be more satisfied with their jobs, which benefits the company. If there are companies that do not succeed in the new environment, the adjusted firm may be in a position to make an acquisition. Making adjustments to accommodate a changing environment leads to more profits and more power for a company.

All of the benefits of making adjustments to the business can turn negative if adjustments are not made properly. Costs may skyrocket, layoffs may be forced (perhaps from the company being forced to sell), the loyalty of employees and perception from current and potential stockholders may plummet, the business may become inefficient or even ineffective, customers may be lost which decreases market share, and failing to meet regulations can have financial and legal consequences and more. For example, adjusting incorrectly can result in inaccurate information, improper filings or late filings with the SEC which hurts stockholder confidence and the reputation of the company. By not adjusting to a changing environment, a company risks losing profits and losing power. Inefficiencies on the team regarding adjustments for the currently evolving environment in the industry can also affect other areas of support and service like new projects that have been scheduled for a while or maintenance activities.

Another benefit of making adjustments to accommodate a changing environment is the experience which will be helpful in the future. By going through the process of adjusting (analyzing the situation, weighing options, understanding how to best implement changes), knowledge and experience is gained which can be repeated, in theory, in the future. It can be expected that the changes will occur again for the financial services and investment management industry so having the tried and true ability to adjust can be a competitive advantage for a company. Those that decide to not adjust and still manage to survive may not have such luck when the next wave of change crashes on the industry.

Knowing now that adjusting to the changing environment in the financial services and investment management industry is important, it must be decided how to go about making the adjustments. There are multiple options for adjusting to a morphing environment.
· Hire contractors/interns

· Hire new employees

· Seek outside consultants

· Cut labor

· Outsource

· Keep current labor force & train for:

· Change in processes

· Change in technology

· Force changes in business
These changes all apply to Information Technology organizations. A combination of these options may be the best approach for a company.
Depending on the health of the company, as discussed before, the amount of resources needed for success will range from a moderate amount to a very large amount. It is not necessarily true that a high degree of technical skill is required for the adjustment, but the more processes and technology that will be affected the more likely it is that technical skill is needed. Although extensive resources or technical skill may not be necessary, there may be unexpected interactions to adjustments which complicate the analysis and decision for solution. Due to the volatility of the financial services and investment management industry, further changes may occur during adjustments or soon after them. Also, the focus of adjustments is on the IT organization within a firm. The business units or firm as a whole may make adjustment decisions that affect IT’s decisions. If thorough communication and collaboration does not occur during all of the adjustments then the separate actions may conflict with each other, creating unexpected interactions.
The time period to be focused on is the next eighteen months; from the current point in the industry, November 2008, until April 2010. It may be necessary during analysis and decision-making to refer to past information of the industry. A boundary for past information may be considered November 2006 since the majority of the changes in the industry have occurred more recently than this. However, as in any good analysis, the causes of issues must be found rather than just reacting to the consequences of the issues.

To narrow the discussion further, what will follow from this issue identification will be particularly relevant to the financial services/investment management industry firm Federated Investors. It has been specified that the adjustment analysis will be occurring in the IT organization of the company, which is referred to as the Business Information Services Division (BISD) at Federated. Since BISD consists of multiple departments and hundreds of employees, the analysis will be further focused on the business analysis teams. For the sake of information availability, the analysis will be applicable specifically to the Operations and Administrative Business Analysis (OABA) team. The business analysis teams are those that create the strategy for moving through issues regarding maintenance and new projects. These teams also are those that interact directly with the business units. This may prove helpful in minimizing the unexpected interactions of adjustments that were described earlier. Analysis for OABA will pertain to the BISD service and support for nearly all areas of the business.
Currently, the head of OABA is not sure of how the team or the organization as a whole should approach the volatile industry environment. There has been discussion across different groups and no conclusions have been reached yet. Some management members would like to wait out the volatility to see if and how regulations will change. Other management members would like to begin automation of reporting that has been imposed recently by the Securities and Exchange Commission, a regulatory governing body over the financial services and investment management industry. Report automation is just one example of adjustments that are possible and should be considered. Business analysis positions require a moderate level of business knowledge, which the OABA team struggles with at times. Just to create the manual solution for the newly imposed reporting involved multiple people across departments within the company. Considering all possible adjustments, OABA may face difficulties implementing some changes due to lack of experience. Adjustments will also be difficult because many will have to occur in short time frames. Using the reporting requirement as an example again, the industry was only given notice days before the reporting was to be implemented. Additional difficulties for OABA are analyzing the multitude of possible adjustment decisions and obtaining any approvals or funding required for any actions.
The issue of how OABA will adjust its workforce to accommodate the changing environment of the financial services and investment management industry over the next couple of years is a significant issues for many entities. The rest of BISD is affected by business analysis, especially OABA due to its reach into the company. Business units will be affected but will likely only be concerned from a results perspective, not process perspective. The CIO will have interest in OABA’s decisions because he will likely need to give his approval. The CEO will have an interest only at a higher level, seeing OABA as just a part of BISD. Business analysts will need to collaborate with the regulatory department to ensure requirements are met. Senior management will be considered with how adjustments affect the group’s budget. The corporate finance department will be interested for cost-benefit analyses of OABA actions. Adjustments to the workforce will involve the Human Resources department. The facilities management department may need to get involved with workforce adjustments because of the limited workspace and resources available currently.
