Ready, Set, Turn a

Profit!

Find out how one company successfully transformed its HRD
department into a business expected to sell its servicesback

to the parent company and develop external consulting revenue.

By DAVID W. NOER

find that your human resource depart-

ment now was expected to operate in
a profit and loss environment. Imagine
having to behave like a business that sells
services back to the parent organization
and, in order to survive, quickly develop
external consulting revenue. Could your
department cope?

The HRD function at Control Data did
more than cope—it thrived afterjust such
atransformation. Why the company made
such a drastic change two years ago and
how it has benefited should interest HRD
departments that must soon face bottom-
line finances.

I magine arriving at work one day to

in diverse organizational environments.
At the same time, they lacked the desire
and venture capital to strike out on their
own as independent consultants.

The last and most significant motiva-
tion was the sheer cost of the operation.
As in many organizations, Control Data
maintained a talented HRD staff chat year
after year refined, developed and
marketed their products within the organ-
ization. The cost of maintaining these
professionals rose each year, while the
value of their efforts diminished. If the
staff could maintain their professional
edge, pass on much of the expense base
and costs to external customers and still

Participation and communication are essential

There were a number of reasons for
Control Data to place its corporate per-
sonnel staff in a profit and loss environ-
ment. The organization actively facilitates
entrepreneurship. Part of its operating
philosophy and corporate culture isto spin
off business segments into smaller, more
innovative and often independent organ-
izations. Many of Control Data's human
resource products—particularly our
employee attitude surveys, job evaluation
systems and productivity programs—
were requested by outside organizations.
A number of the HRD professionals in-
volved in designing and developing these
products wanted to expand their horizons
and help solve human resource problems
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provide substantial (if reduced) internal
service, everyone might win. The exter-
na customers would get the benefit of
user-proven products and services with
much of the developmental costs already
paid by Control Data, The parent com-
pany would realize a significant reduction
in its costs, and the members of the cor-
porate development staff would have the
best of both worlds—the freedom and en-
trepreneurial spirit of an independent
business, coupled with the security and
stability of a large organization.

Good morning, you're
on your own

It wasn't quite that easy. There were
some slippery spots in our path from a
corporate staff to afully functioning busi-
ness unit.

The size of the organization and the

timing of our budgeting cycle forced the
corporation to make the change an edict.
Most corporate staff woke up one morn-
ing and found that they were no longer
staff resources buried in the cocoon of a
large company, but were now revenue
producers, measured on aprofit and loss
statement. Most found themselves in a
situation not of their own making.

It took alongtime to work through this
issue. In some cases, we have had to
transfer people back to administrative
positions in the parent company. For the
majority, the pride and enhanced self-
esteem that go with being a profit con-
tributor have convinced people to remain
inabusiness environment. (Bear in mind
that participation and communication are
essential; lack of discussion leads to re-
sentment.)

Many of our corporate people had
started their careers in technical and
developmental roles. Some were not ex-
troverts, and interpersonal communica-
tions skills were not among their greatest
assets. We learned that asuccessful HRD
consulting business requires a variety of
personalities, and customer skills are nec-
essary. But back in the early days,
many—even the most marketing-oriented
people—were afraid of meeting cus-
tomers. They feared rejection. What's
more, at adeeper level, they felt that if we
didn't get a 100-percent response rate to
our selling activities their paychecks
would suffer. In fact, Control Data's
strategy was to wean them gradually from
corporate fundingby providing alarge cor-
porate subsidy in the first year.

Not surprisingly, we found we needed
our own medicine—training. There isno
substitute for continual training, both in
attitudes and skills. Any organization at-
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It is difficult to be both a vendor and a colleague

tempting to do what we did has to com-
mit itself to plan continual sales, customer
contact and business orientation training.

Everyone gets trained

Desire, enthusiasm and dedication can
move mountains. But it is unrealistic to
assume that successful staff executives
from fields such as training and develop-
ment, compensation and benefits, peson-
nel research and organization develop-
ment can immediately make the ad-
justments necessary to understand
marketing, accounting and business plan-
ning concepts.

It is one thing to manage a large and
sophisticated training and development
staff function. It is another to manage a
business that sells training and develop-
ment and requires technical development
funding, pricing decisions and financial
analysis. So our leaders, too, had to
undergo training and orientation. There-
fore, we recommend involving profes-
sional line executives in this kind of ven-
ture in order to bridge the gap between
professional staff management and line
management skills.

Those who stay behind

Staff whose duties were primarily ad-
ministrative remained with the parent
organization. Those whose duties were
primarily developmental moved into the
consulting business. This led to some in-
teresting issues. The most bothersome to
the new consultants was that many of
their former peers no longer treated them
collegially. Those who remained in ad-
ministration began treating the new con-
sultants as costs to be minimized—not as
fellow staff assets to be nurtured. Worse,
the administrators were jealous that the
consultants would have al the fun bring-
ing products to the outside market—while
they had to stay home and mind the store.

We learned that joint planning and or-
ganization development activities are
essential. From the consultant's perspec-
tive, it isdifficult to be both avendor and
a colleague. From the parent ad-
ministrator's perspective, it is psycho-
logically difficult to pay for something
once free.
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Isit worth it?

Is the reward worth the risk and
trauma? | think the overwhelming majori-
ty of our employees would respond with
a resounding "yes'! Our external sales
grew beyond our projections; we profited
from the beginning, and our products and
services are valued in the marketplace.
Our employees have grown in self-esteem
and are proud to be profit contributors, as
opposed to staff spenders. For us, it has
been well worth the effort.

But beforefollowing our path, you need
to consider these conditions for similar
success:
¢ Make a long-term commitment. Putting
an internal staff function into aprofit and
loss environment is expensive, requires a
change in culture and an extensive com-
mitment to training. Before any organiza-
tion makes the decision to transform its
staff functionto alineenvironment, these
costs need to be weighed carefully, and
top management committed for the long
term.

« Have goodproducts and excellentpeople.
No amount of planning or commitment
can gain marketplace acceptance for
mediocre staff or products. Before
deciding to put your human resource
function in aprofit and loss environment,
it is essential that the people have skills
that are valued in the external market, and
that human resource products be relevant
and meet real customer needs.

« Embed your effortsin a strategy. The
marketplace is large, complex and fluid.
If you have excellent people and products
that meet customer needs, someone will
buy them. The risk isin getting spread too
thin, trying to serve too many masters and
failing for lack of focus. Agree on a
strategy- and forceyourself to adhere to it.
Lead with diagnostic products and follow
with applications that meet customer
needs. You might even grow to the point
where you can turn down business you
don'freallv need.

Thousands of managers used this
book in hard cover. Now
reprinted in desk-sized soft cover,
ifsready to help your managers
to complete their projects
successfully.

Are your project managers faced with —

- Insufficient authority/unlimited
responsibility

- Lack of coordination with the project
team

- Limitations on funds, personnel, time

- Inaccurate information/confused
inputs

This programmed instruction book
provides a step-by-step approach to
successfully organizing, managing and
completing technical projects. It uses
field-tested methods with practical
exercises, case studies and fast-feedback,
progress-checking tests at the end of
each chapter.
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