
TALENT DEVELOPMENT

Growingtalent
ona Deadline

Thecommonviewof talent developmentis that it takes
time andfinancialinvestmentto producetop class

managersandstaff. Veryoften, time is just not available.
We spoketo MohamedAshraf Iqbal,ManagingDirector of

FederalAuto HoldingsBerhad,to understandthe
challenges.

MUch of the management talent
development research relates to
very large companies and

multinationals. In such companies, there is
significant investment in training and
development. There is also an infrastructure
that gives varied and international
opportunities for personal growth and a
hierarchy that allows progressive
development. Unfortunately, these are
advantages of size that will not be available
to the same extent to all companies.
However, this does not stop innovation to
win through where there is determination to
progress.

When Ashraf, a former consultant with a
history of turnaround work was appointed
as Managing Director of Federal Auto, he
walked in with some tight timelines. He
explains, "we had a number of people-
related challenges and little time to deal with
them because we needed a significant profit
improvement."
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. . . "we had to
build a framework for
the continuous

development of staff
so that the profitability
and business

improvement would be
sustainable and not a
short-term
revival". . .

Part of the difficulty was that Federal
Auto had originally been the importer
and distributor of Volvo cars, so their
whole infrastructure was geared to this,
including the skills and culture of the
people. When the company went from
importing and distributing to being purely
a dealer, in other words a sales outlet, the
revenue streams and profit points shifted
and many of the staff had skills which
were no longer needed.

Ashraf explains his solution to the
skill development issues in this
challenging environment. "Like most
business issues, there were a number of
competing priorities in terms of staff and
staff skill requirements. First, there was
no doubt that we had to boost

profitability. Second, we had to build a
framework for the continuous

development of staff so that the
profitability and business improvement
would be sustainable and not a short-
term revival. We also had to make

decisions such as whether to hire people
or work with the people who were
already with us."

Before coming to Federal Auto,
Ashraf had spent a number of years with
Hay Consultants, the human resources
consulting group. With this background,
he makes an interesting observation that,
"there is definitely a great difference in
consulting solutions and those that
management teams come up with."
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According to Ashraf, "the consultant
usually gives a best practice solution but
the management team has to go with a
best - fit - at - this - time solution. The

business pragmatism that is necessary
means that far more creative solutions
need to be found to resolve staff

development aspirations."

As a first step, Ashraf redefined the
functions which were at the head office
and those which were with the 7

dealerships that the group has. "We gave
the dealerships a lot more power to make
quick decisions in the sales and service
area. This empowerment worked very fast
and turned order takers into sales people
very quickly. One of the most significant
areas to devolve to the dealerships was the

ability to give discounts without recourse
to head office. Surprisingly, once that
decision took effect, our discounting
actually went down!" That is perhaps a
very important lesson to take away in
terms of staff motivation. Accountability,
the power to act and responsibility all
have to go hand in hand. All in all,
through empowerment, gross margin
retention improved by a whopping 100%.

"Whilst this change in staff
management had great revenue results, a
more significant one was changing the
staff focus towards customer service. The

way that Volvo's dealership revenues work
is that your margin entitlements are partly
linked to the quality of customer service,
as determined by customer feedback. By

. . . "All in all,
through empowermen~
gross margin retention
improved by a whoppir:g
100%". . .

developing our staff in this area, we had
tangible improvements in after sale
service and this reflected immediately in
our improved revenue." All in all, our
incremental revenue from the increased
customer satisfaction was 10 times the
investment we made in customer service

training.

This was a classic case of focusing
staff development in the areas that really
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drive a business and seeing an immediate return on your staff
development investment.

An area where returns are slighdy slower, but probably more
significant came from what Ashraf terms, "the team talent."
\Vhilst traditionally, talent development has been linked to
developing the skills and ability of individuals and succession
plans that involve individuals, Ashraf sees this focus as not
entirely appropriate.

"Every team has a combined set of talents, the strength of
which is far greater than taking the talents of individuals in the
team." Whilst obviously you have to have a process for
developing individuals, the greater challenge for CEOs, is how to
leverage the best performance from the combined team talent.
This is more important for medium-sized companies because
they have fewer people and only small margins for error."

Federal Auto decided to change the majority of the
management team and bring in people from outside, on the
assumption that they needed, "freshness, no emotional baggage
and the energy that comes with taking on a new challenge."
Ashraf made it clear that central to the turnaround was "to shifi
our mindset from a wholesaler to a retailer."

It is interesting that the selection of people was related more
to their functional expertise rather than their automotive
background. There were hires for instance, from food,
pharmaceuticals, petrochemicals and the finance industry. It was
clearly a risk to bring in senior people from outside the industry,
"but it was a well mitigated risk, because I had a reasonable
autOmotive background having worked in the industry in
Europe, so I knew that I could carry the new team from an
industry knowledge perspective if I needed to. The upside in
rerms of new perspectives and innovative ideas we could borrow
from other industries has been terrific and has proven well worth
the small risk."

What Ashraf was doing was developing a unique team with a
unique set of experiences that was totally aligned with what
needed to be achieved at Federal Auto. The team has been

successful and in the 12 months that the team has been together,
the dealerships' bottom line has improved by RM7.9 million with
income growing by 14% and costs reducing by 18%. However,
there is always a challenge in retaining a winning team.

A revival built on a small group of people has to be
considered to be a short term necessity and you certainly need a
process for the ongoing development of the team talent. The
alternatives are to grow your own people or to have a moderate
amount of churn in your winning team.

"We have to expect some natural attrition," explains Ashraf,
"so we have a strategy to set up an organisation structure which

. . . "you have to give people
the opportunity to take risks and
make mistakes; the staff
development from both the wins
and the losses is tangible. If you are
unwilling to experiment with new
ideas, then don't expect to develop
andgrow"...

will allow growth of individuals from within. I started the
turnaround with a very flat structure. The only management
positions were really the managers of our various branches. We
now have three managerial positions in each branch. We have a
Head of Sales, a Head of Parts and a Head of Service. This

makes business sense as it allows a specialised focus on our
revenue streams and at the same time, it provides opportunity to
build managerial experience. The organisational structure will
now provide its own succession mechanism."

Whilst global organisations have the opportunities and
diversity to provide excellent management development
opportunities, a significant lesson from the Federal Auto
experience is that these advantages are nice to have but they are
not critical. Creativity and innovation can also provide very
significant opportunities for development.

However, being creative is not sufficient. If you look at the
Federal Auto case study, two other elements come across very
clearly. First, the staff development steps were not taken in
isolation of the business. Business development and talent
development went hand in hand and complemented each other.
In fact, the two things were so closely linked that it was even
possible to measure the impact of the changing skill sets of staff
on the revenue line.

The second element that is critical to the success formula is

support from the top. Ashraf was absolutely committed to the
belief that improving bottom line performance is direcdy linked
to better people and better team performance. He motivated his
team by building the right environment for innovation and
allowing risk taking, even in a tough market when the natural
reaction would be one of caution. Ashraf sums it up best
himself, "you have to give people the opportunity to take risks
and make mistakes; the staff development from both the wins
and the losses is tangible. If you are unwilling to experiment
with new ideas, then don't expect to develop and grow." 0
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