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The Emerging IT Skills Shortage
Creating a Talent Readiness Strategy
By Tom Casey, Eric Seubert 
and Tim Donahue

While the global downturn is a sobering reality, it would be in the best interests of CIOs to resist the perception that, despite layoffs, there is an abundance of available IT talent. To do so, would deny the previous, current and future state compelling evidence that there will be a paucity of available domain resources.
The horizon for the next 20 years indicates that talent for critical IT positions will be scarce. This counterintuitive situation is a complex one, arising from a number of factors with no easy remedy in sight.
The Dynamics within the IT Domain
First, the IT employment picture is robust when compared to the general job market. The National Association of Computer Consultant Businesses recently reported that IT employment in the United States dropped by nearly 1 percentage point – the largest one-month decline in nearly three years. Even so, the NACCB’s IT Employment Index shows that IT employment was still up 2.1% over the previous year. The IT job market remains brighter than the general job market in a year-by-year comparison. This circumstance is unlikely to change dramatically.
Secondly, when there are layoffs in IT, some of those who have lost their job will choose to seek “second careers” outside of IT never return to IT.  The lure of an IT career will have diminished due to the alternative opportunities that will present themselves for technically trained managers.  This portends scarcity when the economy rebounds and organizations need to replenish resources. In addition, those recently left jobless who choose to remain in IT may be tempted to pursue roles that either wouldn’t ordinarily interest them or are beyond their skills and experience. This mismatch of skills and aspirations will require careful supply and demand navigation by CIOs. Moreover as the function reinvents itself looking towards a balance between IT and Business-related competencies, the criticality of the shortage will be more in evidence.

Thirdly, before the global recession there was a visible IT skills shortage due to a lack of matriculation in the domain. For example, in the United States since 2000, there has been a decline of approximately 39% in degrees granted in Computer Science.
Lastly, for cost efficiencies many organizations are being asked to do more with available IT resources. Even assuming that incumbents possess the requisite skills, candidly more aspiration than certainty, this intensified productivity request while lacking concomitant rewards, has the potential to disenfranchise IT employee engagement.
The External Labor Market Vagaries
There are also sweeping global demographic and socio-economic factors at work that will shape the labor marketplace for years to come, underscoring the need for robust workforce planning. A lack of a robust IT workforce plan in the opinion of the authors will be an unsuccessful endeavor in proving Einstein’s definition of Insanity: “Continuing to do the same things in pursuit of a different result.”
For instance, trends show that foreign-born, U.S.-educated workers began returning home shortly after gaining valuable work experience. This reverse migration is a millennium phenomenon, as previously the desire of graduates had been to remain in the U.S to pursue employment interests.

 There is also the fact that 18% of the IT workforce is rapidly approaching retirement age, a situation further complicated by the aforementioned decline in academic matriculation.

Just in case a CIO believes they can “import” the talent to avoid calamity, they need to be mindful that the IT talent shortage is not limited to the United States; it is a global shortage. For example, low unemployment in parts of the European Union is exacerbating an already shallow IT talent pool in the U.K., Ireland, Norway, Sweden, Finland, Austria and Switzerland. In Asia, Indian IT service providers are attracting all available talent, leaving CIOs with insufficient staff to develop and run mission-critical systems. CIOs in the Middle East are witnessing demand for certain IT engineering positions exceed industry norms by 300% to 400%.

Compounding the talent shortage facing CIOs is a segment of the IT department’s workforce whose current IT skills are obsolete and inadaptable for today’s evolving complex technologies.  
Unless otherwise addressed, in the immediate future CIOs will lack the talent to provide mission-critical applications that manage customer and supplier relationships.  The net affect is an overall reduction in an enterprise’s competitiveness and a weakened market position.  

The Concept of IT Talent Readiness
To resolve the talent crisis, CIOs need a more evolved approach than the prevalent skill or talent gap analysis. This approach is nothing more than a new spin on a 1980’s concept. One of its weaknesses is that the approach identifies gaps in every nook and cranny of the IT organization. That’s fine if you want to “boil the ocean.” 
It is also an approach that is predominantly internally focused thereby being insensitive to the dynamics of the IT marketplace.

Our approach, developed in concert with our CIO clients, determines the most critical IT positions, what we refer to as “Critical Constituencies,” and assesses them for acquisition, development, retention, and replenishment opportunities – what we refer to as IT Talent Readiness (ITTR).
The ITTR protocol identifies positions that are business-critical. These positions, if unstaffed, understaffed or populated by incumbents with low engagement, can result in an application crashing with no one to get it up and running or a project falling critically behind schedule while exceeding budgets. Gap analysis will eventually discover these problems, but as ITTR focuses on the mission, skills, and motivation of the incumbent, with an awareness as to the external marketplace. It is perceived by our clients as a more aggressive and thoughtful intervention.
The ITTR protocol to talent planning is a business strategy that the CIO uses while constructing or, in some cases, reconstructing a global IT talent supply chain, and includes steps for: 
· Examining internal demographics and external labor force trends

· Assessing skill and proficiency gaps of incumbents
· Aligning workforce projections with business strategy 

· Assessing the “change readiness” of the HR processes to support the IT function

IT Talent Readiness Features
The ITTR protocol has features that are different from other approaches, including:
1 – An Outside-In Perspective to Understanding Labor Realities
Outside-In is a concept that emphasizes outside or external realities over internal as the mechanism for shaping change. It is enhanced with a supply and demand analysis to create a comprehensive and grounded understanding of current and future labor realities as characterized by:
· External labor force supply conditions

· External labor force demand conditions
· Internal workforce supply conditions

· Internal workforce demand conditions 

2 – Critical Constituency Emphasis for Controlling Talent Management Risks
The value of critical constituency analysis is that it prioritizes positions where controlling talent management risks have the greatest return. For example, minimizing turnover of application developers for a mission-critical business application has a greater return to the business than project controllers.

A critical IT constituency is a role that satisfies at least one of these conditions:

· Business Criticality: A vacancy in the position can have severe enterprise-wide consequences and possibly result in the organization being out of compliance with internal policies or external regulations, resulting in fines, penalties or damaged brand.
· Business Impact: The position significantly contributes to a key business outcome.  A vacancy in the position creates the possibility that the organization will, among other things:
· Under-achieve its revenue, cost or profit plan for the period
· Under-achieve operating or safety performance measures
· Experience a significant decline in the organization’s productivity, skills or output levels
· Experience a significant erosion of product or service quality and customer satisfaction

3 – Incumbent Evaluations to Improve Proficiency, Retention and Cost

An incumbent evaluation is a capability assessment of the occupants of a critical constituency. The rationale for an incumbent evaluation during workforce planning is simple. It allows identification of recruiting, development, retention and displacement opportunities for the critical constituency. 
In most cases, workforce planning focuses on development and retention opportunities because of their potential for optimizing the life-cycle costs of the critical constituency. More importantly, investing human capital dollars in development and retention opportunities for a critical constituency produces a higher return on investment and greater impact on achieving business outcomes. Minimizing development and retention costs achieves only a short-term savings - in exchange for eventual higher recruiting costs and reduced time to productivity.

4 - Scenarios to Blueprint Best Options to Future Situations
Many existing workforce plans have a linear approach to the future:  whatever HR currently maintains as a critical constituency’s job description is what the organization will staff in the future, should a vacancy occur. This approach bypasses opportunities to examine alternative strategies. Workforce planning is an opportune time to examine the requirements of the position to determine potential staffing scenarios relative to four options:
· One-to-One Replacement: The critical constituency’s role and responsibilities, as documented today, remain the same in the future.

· Redistribute Accountabilities And Eliminate Position: The critical constituency’s role and responsibilities are redistributed to existing staff and the position, as currently constituted, is dissolved. 

· Reconstitute a New Role Architecture: New technologies or processes are expected to dramatically reshape the critical constituency, resulting in an entirely different role and responsibilities.  

· Outsource: The critical constituency is filled with external labor, yet responsibility for managing the critical constituency remains with the IT organization. This option can be used as a short-term solution to a capability gap – provided there is knowledge transfer from the vendor to the organization.
When embarking on workforce planning, whether or not the ITTR protocol is used, four lessons learned have emerged from our experiences that can help make your initiative more successful:
1. Clear Ownership by the CIO: Workforce planning is a strategic program and should be owned by a sponsor who has the appropriate authority to make workforce and employment decisions – in this case – the CIO.  
2. Two-Way Communication:  Select communication vehicles that facilitate two-way interactions with key stakeholders to enhance understanding, acceptance and ownership of workforce planning.
3. Policy and Procedure Integration: Workforce planning is not a one-shot effort, but a new way of managing talent that involves new practices for an organization. It is important for the CIO to build workforce planning into the IT management team’s formal responsibilities as well as collaborate with HR to integrate existing talent management policies and practices into a broader workforce planning approach.  
4. Performance Measurement. The most important lesson we can impart to a CIO is to make workforce planning happen faster. Performance measures are key to influencing the “speed” and effectiveness of the initiative and should include project cost, quality control and outcome effectiveness measures.
IT Talent Readiness Justification
By undertaking an IT Talent Readiness posture, CIOs will accomplish more than creating a plan for the IT talent shortage. CIOs will:
· Create a data-driven scenario plan that is realistic and aligned with internal and external business case and labor market circumstances
· Bring appropriate focus to and alignment of all relevant Talent initiatives
Talent Readiness is a business strategy that is critical to the entire enterprise…including IT.  Creating a Talent Readiness IT Workforce Plan is an urgent business priority and will remain one for the foreseeable future.  
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