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The Dodd-Frank Wall Street Reform and Consumer 
Protection Act was passed over five years ago in 
response to the economic recession of 2008. The 
tighter regulation brought about by the bill has had a 
ripple effect throughout the financial services industry 
in the United States, and some would argue globally. 
One significant impact of this legislation has been the 
rising importance of roles such as Chief Risk Officer 
and Chief Compliance Officer in the world of finance.
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Q:  HAS HEAVY REGULATION LED TO FINANCIAL 
SERVICES ORGANIZATIONS DELAYING HIRING 
EXECUTIVE TALENT UNTIL THEY HAVE FULLY 
IMPLEMENTED PRACTICES TO COMPLY WITH THE 
NEW REGULATIONS?

BK: Financial services firms realize that they must have 
executives in place who not only understand their industry, but 
also understand how these laws will affect their organization 
directly, and more broadly, the entire industry. 

That being said, to be in compliance with many points of Dodd-
Frank, companies found that they needed to build massive 
and complex IT infrastructure and finance reporting processes 
to handle things like data and reporting. This is a considerable 
investment and companies lacking the resources to bolster 
their infrastructure either exited the business, merged or was 
acquired by larger companies.

At the same time, regulations limited further the amount of risk 
and debt financial services companies could take on, thereby 
limiting revenue, growth, and profitability. Furthermore, the 
potential fines for not being in compliance with new laws could 
result in figures that amount to billions of dollars. All of this 
has had a chilling effect on organizations and management in 
financial services with regard to executive staffing and staffing 
in general. 

In taking all of these factors—particularly the costs associated 
with complying with new regulations—into consideration, 
many financial services organizations have deferred hiring at 
all levels of the business. The exceptions would be positions 
such as Chief Risk Officer (CRO), Chief Compliance Officer 
(CCO), their functional areas, as well as other control functions 
such as audit and product control. In some cases, financial 
services organizations have taken this opportunity to reassess 
their executive level talent to respond better to the evolving 
requirements.

However, outside of these two functions, executive level staffing 
in financial services has been less robust, but is shifting and in 
some cases slowly increasing with a better understanding of 

these requirements, increased confidence around managing 
risks, and further clarifications from the regulators. 

Q:  ARE THE POSITIONS OF CHIEF RISK OFFICER AND 
CHIEF COMPLIANCE OFFICER BECOMING MORE 
PROMINENT IN FINANCIAL SERVICES COMPANIES 
AND, IF SO, HOW ARE THESE EXECUTIVES SELECTED?

BK: In the past, people in these positions typically reported 
to the Chief Financial Officer or Chief Operations Officer, and 
they were not seen as part of the senior management team. 
Today, these roles are considered so critical to organizations 
that many of these individuals report directly to the highest 
level executive in the company and, in some cases, the Board. 
The current mindset is that the CRO or CCO can add value to the 
organization on many levels beyond that of just compliance. 
This is a fundamental change in the way many financial services 
businesses operated from ten years ago or before the financial 
crises of 2008.

I find that these candidates typically come from related 
sectors such as banking, insurance, investment management, 
management consulting or accounting and usually have a 
background in risk management, finance or auditing. But 
people in these positions are required to have a host of 
strategic and soft skills that go beyond technical knowledge. 
Just like other executives, they must understand the industry 
and regulation as it relates to their industry, be very tuned into 
developments in the sector, and be adept at developing strategy 
and implementing tactics. They have a seat at the table as part 
of the executive leadership team and in key strategic meetings, 
as such, they must possess an executive-level presence to 
report and respond to the Board members and regulators. The 
responsibilities and duties of people in these positions have 
mushroomed. As a result, the CRO or CCO cannot rely on only 
having a solid technical background to tackle these roles. There 
is simply too much at stake for the organizations in question.  

On top of regulatory compliance issues, people in these 
positions also have to worry about other external forces such 

In this article, Bob Kobayashi, NGS Global’s Financial Services Practice 
Lead in the Americas, examines how Dodd-Frank, and other regulations, 
are playing a role in the way financial services organizations are now 
managing risks and the types of individuals needed to help ensure that 
their organizations are in compliance with these laws. 



M&A as an Exit Strategy: The Executive Leadership Dimensions

as cyber-attacks. It is interesting to note that a position like 
Chief Risk Officer is also becoming more common in other 
industries as cyber-attacks increase and become potentially 
more destructive to companies and individuals. 

Q:  IS THERE A SATURATION OF EXECUTIVE 
CANDIDATES IN THE FINANCIAL SERVICES SECTOR?

BK: With regard to human capital requirements in financial 
services, I believe it is safe to say that there are fewer of the 
traditional positions one would expect to find in organizations. 
But since many people left the world of finance after the 
financial crisis hit, I don’t think there is a saturation of executive 
talent. 

Both smaller and larger companies suppressed hiring for years, 
albeit for different reasons. Smaller companies found that they 
were challenged by financial resources to handle what was 
required for Dodd-Frank compliance. While larger companies 
had the resources to manage regulation, but they were not 
entirely sure how the new regulations would be implemented 
within the industry as a whole or what compliance mechanisms 
needed to be in place within their business in particular. 

However, regulation is not necessarily the only thing that affects 
financial services organizations. The industry overall appears to 
be shrinking in terms of the number of companies and I believe 
that external forces will continue to have an impact–both good 
and bad.

Take, for example, “Brexit”. The financial markets had a violent 
reaction to that. Most people in the financial services world 
never thought that Britain would vote to leave the EU, and 
they did. Events like that have a ripple effect on global financial 
markets, which in turn, affects staffing at all levels.

Once again, I think the exception to the freeze on hiring is for 
those individuals in security, compliance, and IT positions. 
Because they are in such high demand, these executives can 
command top dollar, their positions are of higher stature, and 
finding qualified people to fill those roles is competitive. 

Q:  AT THIS POINT, MOST FINANCIAL SERVICES 
COMPANIES ARE REQUIRED TO HAVE IMPLEMENTED 
PROCESSES AND PROCEDURES TO BE IN COMPLIANCE 
WITH NEW REGULATIONS. HAVE YOU SEEN AN 
UPTURN IN THE INDUSTRY WITH REGARD TO HUMAN 
CAPITAL NEEDS?

BK: New regulations restrict the dollar amount of bonuses 
that individuals can receive, and the perception is that some 
countries with less stringent financial regulations than the 
United States will have advantages over companies here. This 
has led some top talent to leave the financial services industry 
entirely as they do not agree with public disclosure of salaries 
and bonuses. 

But when you are considering human capital needs, the 
situation is quite complicated, and many variables figure into 
how these organizations manage themselves. Companies 
that have stayed in the market realize that they have critical 
staffing needs that they must fill, and they all revolve around 
compliance with regulations. 

I would not say this has resulted in an upturn because the 
staffing landscape in this sector was relatively weak for the past 
few years, rather it has stabilized and created a new funnel for 
staffing.

Q:  DO YOU FIND THAT FINANCIAL SERVICES 
ORGANIZATIONS ARE INCREASING THEIR HIRING 
FOR OTHER COMPLIANCE-RELATED POSITIONS, 
SUCH AS AUDITORS AND ANALYSTS?

BK:  Absolutely. That is what I was referring to when I said 
there is a new funnel for staffing. The regulations that are 
required now to be in business in this sector are so complicated, 
so deep, and so numerous that you need a multitude of people 
to manage it. In the past, firms would rely on their legal staff or 
perhaps bring in consultants to help them tackle these issues. 
But the laws and regulations are so complicated that financial 
services firms really need in-house expertise to respond to or 
be proactive on a consistent and on-going basis. That requires 
companies to make a conscious investment to have the right 
talent in place.

Dodd-Frank had to be implemented in 2015, and now these 
organizations know what they need to do to adhere to the 
regulations. As a result, they have greater clarity with regard to 
their human capital needs. Many are now scrambling to be–or 
remain–in compliance. Therefore, in the past twelve months, 
there has been an increase specifically in roles that support 
finance, control, and risk.

There are also regulations governing banks that are 
headquartered outside of the country but have widespread 
operations here. For example, if they have assets over a certain 
dollar amount, they must form what is called an Intermediate 
Holding Company (IHC) and a US risk committee. 
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The risk committee is managed by either the IHC or the 
organization’s Board, and they too must have a CRO that 
oversees their operations here. Furthermore, many foreign-
based financial organizations are finding that as they attempt 
to comply with regulations, they must establish or reassess 
their risk governance, data management, and IT infrastructure 
capabilities to support the IHC entity. 

As the dust settles, non-U.S. banking organizations are also 
finding that they need to hire more people to focused on risk 
and compliance, if they wish to operate here.

Q:  DO YOU FIND THAT THE DEMAND FOR CRO 
AND CCOS IS ALSO INCREASING AMONG SMALLER 
BANKS?

BK: The demand has increased across all financial 
organizations regardless of size. The real issue for smaller firms 
is the expense associated with compliance, which has inevitably 
driven up the cost of banking and has been especially damaging 
to small banks.

However, even if their size excludes them from a great deal of 
the regulatory requirements of Dodd-Frank (and other) laws, 
it is still a prudent decision to have a CRO or CCO depending 
on the size of the institution and many do. It is not a matter of 
whether or not the organization can afford the cost of hiring a 
person with the technical and strategic skills. The question also 
arises of what exactly the responsibilities of these positions are 
in small community banks versus what they are responsible for 
in large banks. In some cases, the job specifications are quite 
different and candidates going from one environment to the 
other must be aware of the differences. 

It is important to note, however, that the CEO of the organization 
is ultimately the person responsible for managing enterprise-
wide risk. The responsibilities of the CRO and CCO are to help 
navigate the changing regulatory environment and ensure the 
organization understands what an acceptable risk is and what 
is not, and what must be done to comply with current laws. 
Ultimately though, it is still the CEO who makes the final decision 
regarding how much risk the organization can withstand. 

IN CLOSING:

The Dodd-Frank Act was introduced to make the financial 
system more stable, but it has also resulted in unforeseen effects 
and unintended consequences. The costs and complicated 
regulations have resulted in the need for financial services 
organizations to pull back from some previously lucrative trading 

activities and hire key, non-revenue generating individuals 
who can navigate efforts to interpret the new guidelines and 
implement practices and procedures to comply with them.

At the same time, financial service organizations that did not 
have the resources to keep up with Dodd-Frank requirements 
had to exit markets or stay in business through mergers or 
acquisitions in order satisfy new capital requirements. 

All of this has ultimately resulted in a need for community, 
national, and international financial enterprises to hire people 
who are skilled in risk management and compliance. 

As financial services organizations continue to understand the 
impact of the new regulations and what the regulators expect 
of them, they can prepare for the future by having the right 
executive human capital in place to navigate the changing 
regulatory environment and ensure that their organizations are 
well positioned to manage risk, maximize profits, and maintain 
compliance. 
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