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USING HR SCORECARD FOR DEVELOPMENT
OF THE STRATEGIC POTENTIAL
OF MACHINE-BUILDING ENTERPRISES

The methodological approaches using the balanced scorecard, the strategy development for
the engineering enterprises are described in the article. Particular attention is paid to the
system of indicators that use a wide range of (deading and lagging» indicators within the
overall strategy, operations, customer perception, financials indicators to measure the
effectiveness of HR initiatives. HR Balanced Scorecard allows you to monitor the
performance of staff, analyzing his stats, diagnose problems, make decisions and monitor
changes.

B craThe pacCMOTPEHbI METOAOAOTHYECKHE IIOAXOAbI C HCIIOAB30BAaHHUEM CHCTEMBI cbasaH-
CHPOBaHHBIX ITOKa3aTeAeil, IpH pa3paboTKe CTPATETHH OAS MAalIHHOCTPOUTEABHBIX IIPE-
npuaruii. Ocoboe BHHMaHNE yAEACHO CHCTEMeE IToKasaTeAeil, KOTOPbIE HCIIOAB3YIOT IIIHPO-
KHP CHEKTP «PYKOBOAAIIMX K OTCTAIOIIMX» HHAWKATOPOB B paMKax oOIled CcTpaTeruH,
OIlEPAIMOHHBIX IIPOLIECCOB, BOCIIPUATHSA KAUEHTOB, (DMHAHCOBLIX ITOKa3aTeAeil JAS OLEHKH
acpdexkruBHOCcTH HR muHunmarus. HR Balanced Scorecard mo3BoageT KOHTPOAUPOBATH II0-
KaszaTeAH IepCcoHaAa, aHAAHU3HUPOBATEH €r0 CTATHUCTHKY, JUArHOCTHPOBATL IIPOOAEMEI, IIPH-
HHUMAaTh PEIIEHUS U OTCAEKHUBATh U3MEHEHUH.

Y craTTi pO3rASHYTO METOMOAOTIYHI IiIXOAM 3 BHUKOPHCTAHHSIM CHCTEMH 30aAaHCOBaHHX
TIOKAa3HUKIB, IIPU po3pollii cTparerii aag ManHOOyAiBHEX mianpuemMcTB. OcobAMBY yBary
IIPUIIA€HO CHCTEMi NOKA3HUKIB, IKi BUKOPUCTOBYIOTh IIHMPOKHUY CHEKTP «BEAYy4MX i BiacTa-
IOYHX» IHAWKATOPIB B paMKax 3araAabHOI cTpaTerii, onepamifiHuX IIPOLECiB, CIPUAHATTS KAi-
€HTiB, (PiHAHCOBUX IIOKA3HUKIB Oad OLIHKU edekTuBHOCTI HR imimiaruB. HR Balanced
Scorecard m03BOASIE KOHTPOAIOBATH IIOKA3HUKHU IIEPCOHAAY, aHaAi3yBaTH HOro CTaTHCTUKY,
aiarHOCTyBaTH IIpobaeMH, IpUHAMaTH PIllleHHd i BincTeKyBaTH 3MiHH.

Keywords. Balanced Scorecard strategic management, enterprise development,
measurement of achievements, training, human resources, leadership

KarouoBi caoBa. 306araHCOBaHa CHCTeMa ITOKAa3HUKIB, CTpATETidYHe YIIPABAIHHS, PO3BHTOK
MiATIPUEMCTBA, BUMIp MOCATHEHb, HABYaHHS, AIOJCHKI PECYPCH, AiIEPCTBO

KaroueBble caoBa. COaraHCHpOBaHHAas CHCTEMa ITOKA3aTeA€H, CTpaTermdecKoe yIpaBAe-
HHE, pa3BUTHE NPEANPHUITHS, U3MEPEeHHe NOCTHKEHU, 00ydeHHe, JeAOBEeYECKHe PECYPCHI,
AMIEPCTBO

Introduction. The problems of strategic management, how to evaluate and
formulate strategic directions of development potential, and problems of methodological
of predicting outcomes of development strategies are important for modern enterprises
and are analyzed through various aspects in a number of scientific works.

The employees in companies — their «human capital»—are one of the key drivers of
their competitive advantage. It is widely believed that in the next ten years the primary
source of competitive advantage for most businesses will continue to increasingly focus
on the talent within the organization, which means that the ability to effectively manage
the employee talent within the organization is becoming more critical every day. While
management makes decisions continuously about how to invest in human capital, few
companies have an effective process to measure the value created by this «most
valuable» asset.

The long-term effective operation of any company, including an engineering firm,
requires that its growth and development are determined by the right choice of strategic
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guidelines that allow the best way to realize the potential human capital and other
resources of the enterprise. The strategy that the company selects must ensure
sustainable economic growth and development of the company, increasing its
competitiveness [6]. Therefore, engineering firms are now faced with the task of
development of effective management, including strategic management, in order to take
the lead.

The Balanced Scorecard [5] provides a system that leverages the traditional financial
and efficiency measures. Available currently for Human Resources with metrics of
performance from three additional perspectives — customers, internal business
processes, learning and growth.

The balanced scorecard (BSC) is one of the most highly touted management tools
today [2, 9]. The editors of the Harvard Business Review (HBR) identified the BSC as
one of the most significant management ideas of the past 75 years [7]. The BSC is now
being listed as a value methodology along with cost-benefit analysis and return on
investment [3]; it is being used to help change organizational culture [8]; and several
companies have reported improved operational efficiency and profitability as a result of
using the BSC [1, 4]. Researchers have clearly stated that companies of all sizes are
good at developing mission statements and strategies but poor at implementing
operational strategies to achieve them, and that they are poor at measuring whether they
are achieving their mission and strategy. The BSC addresses this problem by linking the
mission to strategy and then translates the strategy into operational objectives and
measures.

Research Aims. Aim of research is to identify what the current investments in
employees match the strategic objectives of the business. The HR is organization a
partner with the business to manage employees as assets. Management needs to pay
attention that more information not just simple cost figures, but and need to track
financial results while monitoring progress in developing our human capital and
acquiring the talent and capabilities we will need for business success. Necessary
research results on the formation and development of the components of Balanced
Scorecard (BSC), namely component «development of personnel.

Results of the research. It must be noted that modern enterprises for sustainable
development should be considered as a condition of the internal environment, as well as
constant and variable conditions of an unstable external environment. At the same time
we believe that the strategic development of the company has properties:

— cyclicity — a property that is to move from quantity to quality, new quality gives
the further development, etc.;

— helicity — the property that is the change of the spiral, with different influences
in the development of the object. Direction can be positive or negative for object
development. There are both upward and downward spirals of development.

Consider the development of the organization as a positive impact of development,
so that a negative effect or a negative development will lead, ultimately, to the
liquidation of the company.

The overall system organization as shown in Figure 1 represents a set of elements of
the internal environment that characterize the capabilities and limitations of a company,
which through the development and implementation of strategic and operational
decisions form the elements of the scope of the enterprise, describing the organization’s
activities in the environment of operation.

Informing about the possibilities of HR Scorecard all the organization’s management
and business partners is an important aspect of the successful implementation of the
strategy of development of the staff.
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Figure 1. HR activities in system of the organization

To use the HR Scorecard special attention should be given to planning, measurement
and analysis job. Should be developed systematic approach to communication and
management training in accordance with the new management tool. Emphasis on the
scorecard should focus on cost characteristics of tools and resources that are provided in
connection with the strategy of business optimization. It also served as a tool, which
allows predicting and anticipating possible problems. Measuring effectiveness is an
important component in the decision-making attachment to the results of the HR
Scorecard.

Internal elements of the enterprise environment affect the formation of element areas
that allow for better internal environment elements. The properties of the organization
reflect the cyclical and helical development.

The elements of internal environment that characterize the capabilities and
limitations of this company, in our view, should include:

— Raw materials (their quality, quantity, price, etc.);

— Technology (existing in the enterprise);

— The means of labor (fixed assets, their characteristics);

— Company personnel (structure, quantity, quality characteristics, etc.);

— Financial resources (equity and debt, generating funds, investment, etc.);

— Structure of the enterprise (the division of responsibilities and work, hierarchy,
degree of freedom in decision making, etc.);

— Management system (principles and tools of management, planning, organization,
control, motivation, coordination and forecasting);

— System information (database, characteristics, information security, etc.);

— The process of converting raw materials into a finished product (value chain,
cost, etc.).
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Development of the elements of the internal environment of the organization
increases the possibilities and reduces limiting on the activity of the company, and thus
contributes to the development of reasonable and timely strategic and operational
decisions, which in turn creates and develops the scope of activity of the enterprise.

The scope of the enterprise, which characterizes the activities of the organization in
its environment functioning includes, in our opinion, the following elements:

— Finished product (the quality, price, consumer value, etc.);

— The market and consumers (market share, new markets, old and new customers, etc.);

— Position within the industry (competitors, suppliers, distribution system and sales, etc.);

— Technology (technology applied, innovation, novelty, etc.).

Development of the elements of the business sector enables a company to more
effectively set strategic and operational objectives, increase productivity and efficiency
of activities of the organization, and provides opportunities for the development of its
internal environment.

For their existing conception about the state of the implementation of selected goals for
objective measurement of the results of implementation strategy, the management of many
Ukrainian machine-building enterprises has used the traditional system of financial-
accounting indicators. In our opinion, in today’s conditions of development, which has
replaced the earlier industrial competition, now it is the time of information competition,
meaning that reconsideration is needed of approaches to the formation, control and efficient
allocation of financial, industrial, intangible and labor assets of the company. Enterprises
need an additional evaluation system, which is linked to accurate and reliable financial
evaluation of such intangible assets as market promotion of new products and services,
potential ability, experience, interest in employee flexibility, customer loyalty, innovation
projects, investment in production and workers, and other assets.

In order to satisfy the needs of Ukrainian enterprises, we are proposing to use the
method of Balanced Scorecard (BSC) [5]. BSC complements the financial parameters
system which reflect the results of grading the development prospects system of
enterprises. Objectives and indicators of the system are formed depending on the
ideology and strategy of each organization and consider its activities on four criteria:
financial, customer relationship, internal business processes, as well as training and staff
development [1].

Figure 2 shows the relationship and subordination between the components of BSC
by shapig the strategy of development of a modern engineering enterprise.

This vision is based on the proposed dual structure of potential strategic development
of industrial enterprises (including engineering), which combines the current state of the
underlying potential and the ability of companies to develop, i.e. the effectiveness of
innovative potential.

Thus, in our view, the modern industrial enterprise faces two major tasks: first,
creation of a system of indicators, and second, its use as an integrated system of
strategic control for their development.

One of the main methods of management for the development potential of industrial
enterprises is to develop a system of evaluation and development of methods of
assessment on development potential and its prediction to identify the priority capacity
of a development enterprise environment.

Linkages between business processes and value chains to human resource actions
and services were clearly defined as the HR Scorecard became a business tool
understood and used across the HR organization. Not only are human capital initiatives
needed to increase employee value delivered to the business, they are vulnerable to
business process changes and the measures taken in isolation can be misleading.
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Importance of HR Scorecard is to obtain information that is contained in the
scorecard, and helps to take timely measures promoting business efficiency.

As an example, can be chosen as one of the most important areas of management,
from the point of view, the cost of personnel for the company — staff turnover, labor
turnover is critical to productivity and cost control. High turnover results are reflected in
the poor performance requires higher costs for training. Impact is in all directions and
affects the profitability of the business. Using the HR Scorecard, HR professionals
monitor and analyze statistical data on turnover, determine the causes of turnover,
calculated negative financial consequences, make decisions, monitor the trend of
improvement.

As a result, there is a need for quantitative and qualitative assessment of the current
(base) potential and capacity for innovation development to guide the process of
formation of competitive advantage and provide evaluation and formulation of strategic
directions of engineering enterprises.

Conclusions. The HR Balanced Scorecard has made it possible for HR managers to
understand how they align to business objectives. They are able to explain not only what
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they are tracking but also how they are performing on essential strategies for the business.
Business environment and the objectives and strategies will continue to evolve, and HR
managers will continue to be flexible and creative in supporting the changes. The value of
the HR Scorecard as a tool is that it can get us to the new goals and measures and through
the process ensure continued learning and change management. The analysis of the
dynamics of integrated indicators characterizing the use of strategic capacity development
for local engineering industry indicates the following:

— the existence of negative trends, which is evident in the decline of manufacturing
engineering products that are competitive on the domestic and foreign markets;

— formation of negative trends associated with the influence of a rapidly changing
external environment and the lack of a clear strategic program for long-term business
development in machine-building enterprises and of strategic management of its
potential;

— strategic development potential is the most important factor for the economic and
strategic security of an engineering enterprise and defines the base for creating a long-
term competitive advantage.

— the balanced scorecard approach can provide accurate and timely information
about the current (base) potential and the potential for innovative development of
engineering enterprises.

We believe that this information will allow for more efficient shaping of
competitive advantages and improve strategic decision making at engineering
companies. HR Scorecard will allow managers to actively engineering enterprises to
improve productivity and achieve strategic goals. In HR Leaders now have a tool
that supports the focus on tactical excellence, ensuring alignment with business
strategy.
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