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Principles and Priorities of Labor Potential Management at the Enterprise

Abstract. Introduction. Labor potential constitutes an integral, important part of the potential of the company, being
an attribute parameter, which predetermines the competitive success of the company either by accelerating it or leading to a
complete failure in case of poor management.

Purpose. to redefine the definition and role of the labor potential in the company, their characteristics, and the main
principles of development. Clarify the most essential characteristics of the employees, who are the key elements of labor potential
for the employer, and preferences of the management to different methods of treating them in case of poor performance.

Results. Major characteristics of the labor potential were outlined. According to the survey provided at SMEs in Ukraine,
employers put higher rank to professional skills, experience in the company, loyalty and dedication, prior experience in the sphere,
qualifications obtained through formal education, ability to work in a team and cooperate. Less importance was assigned to
psychological traits, temper, physical characteristics, health, physical strength, and marital status, family, moral principles. In the
case of poor performance, 16% of the managers declared their desire to fire the worker but the real rate of termination of the
employment amounted to 31.6% in 2018.

Conclusions. Labor potential of the enterprise is a critical element of the company’s potential due to the unique role in
the economic activity, it can easily facilitate the increase of profit or otherwise lead a company to bankruptcy. It depends on a
range of objective and subjective factors which include personal characteristics of the workers and their ability to cooperate and
are strongly connected with material and information supply. Many of the components can be enhanced without the change of
personnel composition through the training and self-improvement. But this will only happen if the company follows the correct
principles and set distinct goals. Nevertheless, in the case of poor performance managers will consider layoffs with subsequent
recruitment as a possible option with more than 30% of employees being fired during the year on average. Employee retention
should be considered as strategic imperative and resources should be allocated for that.

Keywords: labor potential; human resource; turnover ratio; enterprise potential; personnel characteristics; principles of
labor potential formation.
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HogikoBa O. C., ctapuinii BUk/iazay kapepu eKOHOMIiKM Ta nignpueMHUTBa, CyYMCbKUN HallioHaJIbHUHN
arpapHuit yHiBepcuteT, M. CymH, YKpaiHa

IIpMHUMNY Ta IpiopUTeTH yNpaB/IiHHA TPYAOBUM NOTEHIia/IOM Ha i ANPUEMCTBI

AHomayisa. Tpydosuli nomeHyian nionpuemcmea € HalieaxcAugiwuM eaeMeHmom nomeHyiany nionpuemcmaa 3ag0sku
YVHIKabHIl posai 8 eKoHOMIYHI JislAbHOCMI, 8IH MOJice 1e2Ko cnpusimu 36i/1bWeHHI0 NPpU6YmMKy abo e npu3gecmu nionpuemMcmeo
do 6ankpymcmea. Memoio 0ocaidiceHHs € YMOYHeHHs 8U3HAYEHHs1 ma poai mpydo8o20 nomeHyiasy Ha nidnpuemcmei, tio2o
Xapakmepucmuku ma OCHO8HUX NPUHYUNI8 po3eumky, eUOiNeHHs HAUBaMcAugiwux puc npayieHukKie, skl € KjAn4o08uMu
esleMeHmamMu mpydo8020 nomeHyiaay 045 po6omodasysi, ma ynodo6aHHA KepieHUYmMea wodo pizHux Memooie N080ONHCEHHS 3
npayieHukamu y pasi ix Hedocmamuboi npodykmusHocmi. Cucmemamu3o08aHo 06'ekmugHi ma cy6'ekmugHi gpakmopu, siKi
BK/II0YAIOMb 0CO6UCMICHI Xapakmepucmuku npayisHukie ma ix s3damHicme do cnienpayi i micHO nog's13aHi 3 mMamepianabHo-
iHopmayiliHum 3a6e3neyeHHs M. 32i0HO 3 ONUMYBAHHAM, NpogedeHUM ceped Maaux ma cepedHix nidnpuemcme 8 Ykpaii,
pobomodasyi Hallbinbuwe YiHyioms npogecitini Haguuku, doceid pobomu 8 koMnawii, 10s16HicMmb ma eiddaHicms, nonepedHiil
docgid po6omu y yiill zaaysi, keasigikayiro, 3006ymy 3ae0saku PopmaavHill oceimi, eMiHHA npayrweamu 8 KOMaHOi ma
cnignpayroeamu. MeHuie 3Ha4eHHs1 610 8i06edeHO MAKUM pucam: Ncuxo/102iuHi ocobausocmi, xapakmep, pizuuHi ocob.ausocmi,
cuna, 300po8’si, cimeliHutl cmaH, MopaabHi npuHyunu. bazamo komMnoHeHmie mpy0o8020 nepcoHay MOXCHA 800CKOHAAUMU 6e3
3MIHU CKAAQdY NepcoHany W/AsSIXOM HABYAHHS Md CaMOB800CKOHA/IEHHS, aje ye 8i06y8aemucsi auwe 8 momy eunadky, siKujo
KOMNAaHisi dompumyemucsl He06XiOHUX NPUHYUNIE 11020 p038UMKY | 8CMAHOB/IH€E YIMKI cmpameziuHi ma cepedHbOCMpPOK08i Yii.
Y eunadky noezamoi pobomu 16% kepigHuKie 3as8uau npo 6axcaHHs 36IAbHUMU NPAYIGHUKA, a/e CnpasxcHill 8idcomok
38I/IbHEHHsl CIMOCOBHO CepedHb0061iK08020 Yucaa npayieHukie ckaaso 31,6% y 2018 poyi. IlomyxcHicmb mpydogozo
nomeHyiaay opeaizayii 3asexcums 8i0 yisnozo psdy o6'ekmugHux i cy6'ekmusHux gpakmopis, ki 8KAUAMb 0CO6UCMICHI
XapakmepucmuKku npayisHukie ma ix 3damuicmb do cnienpayi i micHo noeg'sasami 3 mamepiaavHO-iHpOpMaYiliHUM
3a6e3nevenHsM. Ilionpuemyi dobpe yceidomawwoms npogidHy poab mpydogozo nomeHyiany 6 docscHeHHi c8oix yiael i
3a518/415110Mb NPO 6ANCAHHS ympumyesamu npayieHuUkie Ha poboyomy micyi, o Mae psi0 nepesaz i MA€e p032A510aMucs sK
cmpamezivyHuli iMmnepamus i 3agxcou nompe6ye gudizieHHss 000amKo8UX pecypcis.

Kawuoei cnoea: mpydosuii nomenyiasn; awdceki pecypcu; koegiyieHm o6opomHocmi nepcoHa.y; homeHyiasn
nidnpuemcmea; xapakmepucmuku nepcoHaJy; NpuHyunu ¢popmMyeaHHs mpydogo2o nomeHyiay.
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Formulation of the problem. At present, the problems
of rational use of labor potential, its development as a
factor of enterprise competitiveness have not yet found
their distinct place in the system of the general
management of the enterprise and remain at the
responsibility of human resource management. Major
principles of its formation and utilizing may need proper
defining and priorities should be set.

However, it is already safe to say that together with
the information potential, which is also closely
intertwined with other types of potential, labor potential
also constitutes an integral, important part of any of them,
being an attribute parameter, which predetermines the
competitive success of the company either by accelerating
it or leading to a complete failure in case of poor
management.

Analysis of recent research and publications. Labor
potential management has already been developed and
analyzes in the works of Romanov A., Cvetkova I.,
Davydiuk T., however, the labor potential of the company
was often analyzed from the perspective of welfare and
social production, while private needs of the
entrepreneurs and their opinion about the development
of labor potential have often been neglected [1-3].

Formulation of research goals. The purpose of this
article is to redefine the definition, and role of the labor
potential in the company, their characteristics and the
main principles of development. Clarify the most essential
characteristics of the employees, who are the key
elements of labor potential for the employer, and
preferences of the management to different methods of
treating them in case of poor performance.

Outline of the main research material. Mainly
enterprise potential may be considered as an aggregate of
the company’s resources and facilities, which can be
potentially used to reach the goals of the enterprise.
Others point out the ability of the enterprise's system of
resources and competencies to produce results for
stakeholders through the implementation of business
processes [4, p.125]. Even more, it is described by
Romanov A. [1, p.17] to be a result of economic and
production relations between economic entities. Despite
minor discrepancies in the meaning, it is undoubtful that
the economic potential of the company should include
both tangible, and also intangible assets, and market
advantages which may bring economic benefits.

This approach to the identification of economic
potential with a set of available resources is a prerequisite
for the emergence of components of economic potential:
investment potential, production potential, labor
potential, natural resource potential [1, p.24].

Being one of the most important for the company and
combined with all other kinds of potential, labor potential
requires careful consideration and a very specific
approach as it can either boost the economic productivity
and efficiency of all other kinds of potential or lead the
company to bankruptcy and devaluate all the investments
if being ill-treated.

There is an essential difference between labor
potential and just human resource of the company
regarding the purposefulness of using it for the
achievement of the goals of the enterprise, strong
connection between the elements and dependence on
the other kinds of potential, which includes supplies and
working environment [4, p.127].

Labor potential can be defined at macro, micro, and
unit levels. At the macro level we speak about the
aggregate potential of all population of the region with
their demographic characteristics, literacy and education
level, customs, and traditions strongly connected with
desire and attitude to work. It can only be developed
through demographic policy, healthcare, improvement in
the education system.

The unit level is a labor potential of a person with their
particular physical and mental condition, abilities and
talents, personal skills and qualifications, acquired
through formal and informal training and experiences. It
also strongly depends on the motivation and attitude to
work.

The labor potential of the enterprise is one of the most
important components of its economic potential. In a very
materialistic way, labor potential at the enterprise level
can be measured as a totality of the company’s
employees, obliged to work for a legally established
period with publicly acceptable intensity [5]. But it
definitely goes far beyond this simplified definition as
each employee can be characterized by the unique set of
features that determine his ability to create value. These
features include both objective and subjective factors [6].
Worker productivity over a given period of time is a
function of innate ability, the level of effort, and the
environment (the weather, general business conditions,
or the actions of other employees). In the following chart
(Pic.1) main factors, affecting the labor potential of the
company are presented together with the influence of
other kinds of potential. As one can see, some
components of it can be affected by the management and
thus improved while the other could be modified only
through the changes in the staff composition. This
possibility presents many differences from the macro and
unit labor potential as they can only be modified through
the development and improvement of present workers
and population.
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Figure 1 — Factors affecting the formation of the labor potential of the company

Source: author’s own research based on [1,5]

We conducted research on the most important
characteristics, considered by the managers when hiring a
worker and taking a layoff decision at 95 SMEs in Ukraine.
It was proposed to range the factors which define the
value of every particular employee for the company with
8 for the most important and 1 — for the least valuable
characteristic. Afterwards, an average rank was
determined. According to the results, employers valued
most highly professional skills and experience in the

company and less highly — personal psychological and
physical characteristics. The least important among the
others was marital status, moral principles and family
connections. Surprisingly the ability to work in the team
was more important than all the other psychological traits
with an average rank of 4.8 compared to 4.6. Experience
in the company, loyalty and dedication was also more
important than prior experience in the sphere and even
qualifications obtained through formal education.

Table 1. Summarized results of the questionnaire for the evaluation of the most important characteristics of personnel

Characteristic Rank
Professional skills 5.4
Experience in the company, loyalty and dedication 5.2
Prior experience in the sphere 5.1
Qualifications obtained through formal education 4.9
Ability to work in a team and cooperate 4.8
Psychological traits, temper 4.6
Physical characteristics, health, physical strength 3.5
Marital status, family, moral principles 2.5

Source: author’s own research based on [7, 8]

Labor potential management includes evaluation,
optimizing, development of the human resource of the
company together with an instant connection with the
other kinds of potential. It should also incorporate the
stages of determining the need for labor and planning,
identifying parameters for the employees, during
recruitment, placing worker within the company and
possible change of his duties and responsibilities,
development and adjustment through corresponding
kinds of training, stimulate the development of the
professional and personal skills.

Another important aspect is personnel appraisal,
measuring the efficiency of human resource utilization in
the company, finding ways to improve this indicator and

business efficiency. Chasing for the perfect employees
one should not forget about the cost of labor. Being
underpaid will demotivate workers and reduce their
productivity while overpaying will reduce business
efficiency and may lead to bankruptcy [9, 10]. If some
work might be effectively performed by a lower-paid
worker this should remain a priority. Managing labor
potential should include measures to secure workers with
preferable characteristics while setting clear goals for
those, who may improve.

Based on [2, 9, 10] some of the principles of human
resource management have been developed:

1) Maximized economic effect. Every element of
human potential should bring maximal outcome for the
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company through correct work placement and providing
sufficient motivation.

2) Equity. No preference should be given to anyone
based on gender, race, religious beliefs or the welfare
status.

3) Involvement. The most productive workers do not
slavishly follow the orders but take the initiative and
suggest better ways to promote the interests and achieve
the goals of the business. Better involvement in the
process of decision-taking enhances loyalty and
dedication to work.

4) Proper selection. During the recruiting process,
workers should be selected properly and parameters must
be carefully set in order to minimize wrong placement and
reduce the risk of wasting recruitment funds or inflated
expectations of the candidate.

5) Considering the social roles, i.e. role in the family
and social group determines some essential behavioral
patterns and participation in the process of work.

6) Providing diverse activities. Providing the possibility to
use worker in different roles increases chances to uncover
the potential of each individual and find the best application
of it. This can also improve the results of the personnel
appraisal and make it more reliable by identifying features
independent from the functions at work.

7) Providing a possibility for personal development
and stimulating. It will subsequently increase the labor
potential of the individual and the company especially if
cooperation and information exchange is appreciated in
the group. Nevertheless, we should never forget that
targeted personal development should correspond to the
functions performed within the organization because of
the increased risks of brain exodus if combined with
relatively low compensation.

8) Proper utilization of enhanced abilities will create
conditions for a pay rise and secure the employees to the
company. This principle should always be followed in
companies of all sizes if personnel turnover is not
desirable.

9) Setting clear goals based on strategic planning.
Clear goals must be set and considered while creating
plans for the development of personnel. If such long and
middle-term planning is done properly it will help to
discover reserves within the company, loyal to the
company and familiar with internal processes. It will also
reduce turnover because of unexpected changes in
corporate policy.

10) Flexibility. Different factors may affect labor
potential and proper management should allow for the
possible frictions in the personnel or job modifications if a
worker develops his skills and eager to take a more
challenging position.

11) Proper supplies. A substitution between the labor
and capital is possible but better results may be achieved

and productivity will be maximized when labor is
equipped properly with appropriate tools and with the
development of human potential technical supply must
also improve and allow for complete use of enhanced
productivity.

12) The scientific approach to personnel appraisal,
using vast data range, correct methodic for evaluating the
performance, relevant and compatible with the goals of
the company will help to make proper managerial
decisions.

Following these principles will facilitate the complete
use and development of the labor potential of the
company. Although most companies claimed that they try
to minimize personnel turnover, it cannot be completely
avoided. Despite a reasonable and scientific approach, it
is sometimes recommended to allow some frictions in the
personnel. But nevertheless, these changes should be
minimized if other options are available as the workforce
are rather sensitive to the layoffs [8].

A survey has been carried out among the SMEs in the
region regarding their attitude to the improvement in the
human resource structure through layoffs and subsequent
hiring of better more qualified workers.

We assessed the likeliness to terminate employment
in case of poor performance or consider alternative
actions. A yes/no scale was used to estimate the
possibility of replacing the worker if he fails to satisfy the
expectations of the management and investment in the
development of their potential through extra training at
the expense of the company. According to the results, 16%
of managers preferred to substitute the employee with a
better one and 21% even considered the possibility to pay for
their training which proves the understanding by the
management of the specific nature of the human resource.

This is also confirmed by the ranking of the actions of
management in case of poor performance. Employers
would first use verbal reprimands, training, and trial
period, and only after that may consider a reduction in
position or layoff. Very few managers considered the
possibility of a pay rise as an incentive to work better and
it is mainly pointed out that higher salaries should be a
motivation for better workers only.

Despite the fact that entrepreneurs claimed to dislike
layoff as a possible solution for the low-performance
problem and use other methods of stimulation instead,
they still widely use this way of improving the labor
potential of the company. According to recent statistics in
2018 31.6% of registered workers have been fired, and
mostly it was not connected with the reduction of the
number of jobs. This rate has grown since 2014, which was
30.3% at that time. As for the rate of admission, it is
smaller and amounted to 29.2 in 2018 but it has
considerably grown from 22.8% in 2014.
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Table 2. Summarized results of the questionnaire for the evaluation of the possible response of managers to employee’s
poor performance

Question Percentage of respondents agreeing
Would you prefer to replace the wrong worker rather than try to develop his skills 16%
Do you consider the possibility to pay for extra training for you workers 21%

Average rank
(6 — the highest, 1 — the lowest)

If a worker doesn’t perform as expected would you rather:

Use verbal reprimand 4,5
Provide extra training 4,2
Put them on trial period 3,8
Reduction in position 3,2
Layoff 2,8
Consider the possibility of pay rise 2,5

Source: author’s own research based on [7, 8, 11]

Table 3. The rate of admission and employment termination in Ukraine for all reasons in all kinds of enterprises.

2014 2015 2016 2017 2018
The rate of admission 22.8 24.0 26.1 30.5 29.2
The rate of termination 30.3 30.2 29.2 31.8 31.6

Source: State Statistics Service of Ukraine [12]

Based on stated above we can make a conclusion that
in spite of being willing to keep the personnel unchanged
managers may substitute on average 30% of their
employees during the year and this rate is growing which
is similar to American statistics [13].

Conclusion. Labor potential of the enterprise is a
critical element of the company’s potential due to the
unique role in the economic activity, it can easily facilitate
the increase of profit or otherwise lead a company to
bankruptcy. It depends on a range of objective and
subjective factors which include personal characteristics
of the workers and their ability to cooperate and are

strongly connected with material and information supply.
Many of the components can be enhanced without the
change of personnel composition through the training and
self-improvement. But this will only happen if the
company follows the correct principles and set distinct
goals. Nevertheless, in the case of poor performance
managers will consider layoffs with subsequent
recruitment as a possible option with more than 30% of
employees being fired during the year on average.
Employee retention should be considered as strategic
imperative and resources should be allocated for that.
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