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MIS Practicum

Issue Background

How to Adjust IT Workforce to Accommodate a Changing Environment:

Investment Management Industry

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.


Following is a summation of different sources and viewpoints on the current situation. Sources include general business publications, general IT publications, publications which are specific to the Investment Management industry, and vendor and consultant whitepapers.


General business publications include Business Week. In one article, the author’s viewpoint is that companies need to “invest in radical IT change or hunker down and wait for the storm to blow over.”
 This article does mention financial institutions in particular trying to survive the current changing market environment. According to Gartner, a company “treading middle ground risks blowing the IT budget and having little to show for it.” Gartner’s Alistair Newton feels that companies which will take a big bang approach will need to align more closely to the business, using business metrics and producing strong business cases. 
 Examples are given of innovation which may provide radical results for financial services firms. The article also mentions that marketing techniques may be an area for adjustment. The significance of adjustment is emphasized by stating that the turbulent market creates opportunities for customers to be stolen. For example, “financial social networking startups using Web 2.0 technology to cut financial institutions out of the market.”


Another article from Business Week discusses a currently popular trend of “IT budgets being slashed.”
 It is crucial for IT to make business cases for its work right now. IT also needs “to manage the costs of keeping the lights on” which is traditionally one of the largest portions of the budget. Ways to cut back the budget include reducing the workload on employees which may be done by discontinuing investment in work that does not provide a comparatively significant benefit to the department or the company as a whole. Investments in IT work may be classified according to business priorities and a suggestion made in this article is to “cut or kill projects with payback greater than a year.” Another possibly controversial suggestion is to negotiate lower levels of service for the business. 
 This may be controversial because IT risks creating a reputation for themselves as not being able to satisfy its customers, a reputation which the department has historically struggled to improve or at least maintain.

A general IT publication is Information Week. One of the headlines on the publication’s web site mentioned the cap on H1-B visas being raised, which allows more foreign nationals to enter the U.S. to work, which may affect the IT industry. A specific Information Week article offered ways to cut costs:  “virtualization, cloud computing, and SOA”
 (service-oriented architecture). While the previously mentioned article discussed cutting the IT budget in ways that may inhibit growth and achievement of long-term goals in the department, this article suggests that working toward long-term success can still be done in times of economic hardship. To prepare for the future companies should “not increase the budget but focus.”
 This is an indication that prioritization is a crucial focus point. There will still be discomfort in adjusting priorities but companies can “work through the discomfort in changing to focus the strategy.”


Another article from Information Week cites Citigroup’s change in IT leadership with the appointment of a new CIO in July. An explanation is provided of what is expected of a CIO for a company which is struggling during the economic crisis. This action of instilling change leadership and the expectations of the new leader is a current trend.


Another general IT publication is CIO. An article from this periodical discusses offshore outsourcing not simply from a costs viewpoint but for a risk management viewpoint. “If the outsourcing is going to be done in a country other than the country in which the sourcing organization is located, it may be necessary to examine the political environment of the service provider’s country.”
 Caution is emphasized for companies considering offshore outsourcing and guidelines are provided for those that decide to take this approach. Multiple types of risk are defined, including business continuity. “Organizations need to develop a strategy for understanding and managing these risks, which are dynamic and fluid.” Various lifecycles of outsourcing have been proposed and basic stages and guidelines can be summarized from these. Companies can apply outsourcing analysis through these basic stages and using these basic guidelines and then cater them to their particular environment for maximum effectiveness. A distinction is made between outsourcing, off-shore outsourcing, and developing an off-shore captive center. Guidelines for outsourcing analysis include visiting the outsource location and performing a thorough audit of the site and the processes involved in service there.
 A main conclusion point of this article:

Information security has a significant contribution to make to this outsourcing/off-shoring lifecycle. The contributions include but are not limited to performing risk assessments to address confidentiality, integrity and availability of information assets to be outsourced, analyzing the security controls of the short list of service providers and performing in-depth site audits of the selected service provider’s security control environment.
Interestingly, a connection is made between risk management, including information security, plus compliance management, and maximization of profits for a company.


Industry specific publications have less discussion regarding how to adjust the workforce, especially IT, to accommodate the changing environment. The Investment Management Association did not have any significant commentary available. Neither did the Investment Management Weekly online publication. The Wilmer Hale law firm provides regular industry summaries, one of which is for the Investment Management industry. In October of this year, the update that was provided was an awareness message for the new regulation surrounding short sell transactions.


Specific examples can be found of the current workforce adjustment issue. Summarized from a CIO article, the CIO of a real estate development firm “has deferred all new technology development projects until 2010….He also cut outside consultants as well as 20 percent of his full-time staff” due to the gloomy forecast of the economy.
 This is a clear indication that the workforce is being affected due to the suffering economy and that IT in particular is being hit hard. The Investment Management industry is thought to be one of the most reliant upon IT due to electronic trade delivery and the intense need for information management. Closer to this industry is American Express which announced in October that it was cutting 7000 jobs “(approximately 10 percent of its global staff).”
 A company within the IT industry, Sun Microsystems, is another example of a company which is suffering and being forced to take action during this economic downturn. There are many articles discussing this event.

Vendors and consultants have been publishing articles relating to this issue. One source for such information is NetworkWorld. One article discusses whether adjustments should be made to the culture of a company or to its technology. The argument is that using technology to try to adjust the way people work will cause more problems.
 Another article from this source mentions that “hundreds of thousands of jobs are expected to open up in the technology sphere in the next decade, but not nearly enough new workers are lining up to step into those positions.”
 This is an interesting claim to make in September 2008, in the midst of possibly the worst economic crisis ever. However, a very reasonable statement made by the author of this article is that companies must hold on to their inside IT experts.
 An opposing opinion on the situation is that companies should “let the kids do it.” In other words, let a new generation of IT employees into the companies.


Another consultant source is ASTD which collects whitepapers to provide. One such whitepaper is from Softscape. This paper discusses the struggle of companies to prepare their workforces for future demands.
 Again, it is interesting that a source predicts large growth in companies given the current economic situation. However, this paper was written earlier this year, before the economic downturn progressed at its most rapid rate.


There does not appear to be a general agreement on how to approach the issue of adjusting the IT workforce to accommodate the changing environment. There are multiple approaches being analyzed, suggested, and considered. This indicates that the issue is a difficult one to handle. Some sources suggest changing technology processes, some suggest changing the culture of the workforce, some suggest changing the expectations of the IT department, some suggest reprioritization of work, some suggest cutting work, and some suggest greater diligence in analysis surrounding IT work.


One of the articles mentioned addresses the concept of right-sourcing which is the analysis of whether to outsource near-shore or off-shore. Collaboration technologies like Web 2.0 are seen as an increasingly strong threat to the investment management and financial services industries. There are legal issues to consider with outsourcing, whether near-shore or off-shore. These topics are all discussed within academic coursework in the MBA/MS-MIS program.


More general academic principles apply to the human resources side of making adjustments to a workforce (IT or any). For example, corporate social responsibility considers the effects of large layoffs to the communities surrounding the company. Economics analyzes the possible actions to be taken by the government. For example, whether raising the minimum wage would help or further hurt the situation.

This specific issue has not been considered before due to the specific time period being analyzed for this issue and the magnitude of the issue. The closest situation for comparison is nearly a century ago so comparisons and analysis would likely not be valid or accurate currently.


The general issue and the cause of companies being forced to adjust their IT workforce to accommodate the changing environment can be contributed mainly to poor practices by companies in the financial services and investment management industries. These companies have brought the trouble to themselves as well as to every other industry by a domino effect. There are many prongs to this greater issue and analysis is currently being performed by various entities in great depth.
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