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Abstract: The methodology and basic elements of the business process of one-stage economic
assessment of organizational projects for personnel management at Russian enterprises are presented.
The aim of the study is to analyze and develop clear criteria for assessing the effectiveness of projects
and improving personnel management systems for enterprises of different industries and types of
activities. The economic and financial assessment of projects aimed at the development of personnel
management systems is based on the general methodology for the commercial assessment of projects,
which is presented in the so-called United Nations Industrial Development Organization (UNIDO)
methodology. The article proposes the resulting model “maximum costs of the HRM”. The features
of the proposed methodology are based on the assumption of future digitalization and are associated
with the need for a preliminary calculation of the maximum possible project costs, localization of the
projects under consideration at existing enterprises, and the mandatory separation of project goals
for increasing sales or reducing the number of personnel. In accordance with the different objectives
of the projects, a certain order and special indicators of decision-making are proposed. Companies
with a different structure of costs could be assessed via the proposed model and the results presented
in the article. The model allows us to create an information base for reasonable decision-making on
HR management (HRM) projects and future digitalization of settlements.

Keywords: organizational project; HR management; economic assessment; economies of scale;
personnel management; labor productivity; profitability; standard costs

1. Introduction

Digital transformation of business processes is the most important area of the modern
Russian economy [1,2]. Several factors favoring the transition to a digital economy have
already evolved: the Internet is actively used by the population, there is high demand
for digital content and services, and there is robust participation on social media. On the
other hand, Russia continues to lag behind the EU countries in terms of digitalization of
business, digital skills, and e-government services. Furthermore, businesses often lack
the motivation for digital transformation due to restrictive administrative barriers and
inconsistent legal frameworks [3]. Therefore, developing a comprehensive strategy for
the digital economy, providing steady economic growth, and providing social prosperity
are among the country’s top priorities. Aside from removing the barriers to create a more
liberal climate in the labor market and working to provide an effective communication
infrastructure, the strategy should necessarily focus on developing human capital, as
employees with unique skills and knowledge are becoming one of the key resources of the
digital economy. In this context, it seems particularly important to carefully explore the
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effects induced by digital technologies in personnel management. The technologies can be
used for solving various management problems, analyzing links between industrial and
commercial facilities, and developing decision-making criteria and a regulatory framework
for calculating costs and revenues [4,5]. An organization’s personnel management system
is a part of the general management system; achieving the main goals of the organization in
the market depends on whether this system has been constructed properly and functions
effectively.

Personnel management in the digital age is a focus of considerable attention; a
large amount of scientific and practical literature is dedicated to diverse aspects of this
problem [6–9]. Investment and organizational projects are used by enterprises to improve
personnel management systems [10]. The main difficulty in making decisions on the fi-
nancing of work is the difficulty of reliably determining their economic and financial effect.
The United Nations Industrial Development Organization (UNIDO) methodology can
be used for commercial evaluation of projects [11]. The traditional school of personnel
management considers projects related to personnel from the perspective of the personnel
management process without taking capital investments into account [12]. The project
approach, on the other hand, has few methods that do not rely on investment analysis.
Personnel management projects often have a greater social effect and only indirectly affect
the growth of sales and profits [13]. A significant part of these projects requires relatively
small costs in comparison with the renovation of technology and equipment, and the
“human factor” has a greater influence in decision-making than analytical calculations.

In the context of digitalization, the key skills for people are adapting to a changing
environment and being able to constantly acquire and apply new knowledge [14]. A
growing concern is that in the future, with the advent of robots and increasing automation,
there will be a threat of severe unemployment, which is why people need to constantly
gain new skills, instead of focusing on a specific area [15,16]. Of course, the structure
of employment will change, but this does not mean that people will not be able to find
work: on the contrary, professions will appear that do not currently exist. In the context of
digitalization, information analysis will remain an advantage of the employee’s work [17].
New technologies will be able to help facilitate more convenient and faster analysis, but
decision-making remains with the individual. In this regard, an important issue yet to be
properly addressed in literature is improving the methodology for calculating project costs
depending on the objectives set in the analysis.

The goal of the study is to analyze and develop clear criteria for assessing the ef-
fectiveness of projects, to describe the regulatory framework for costs and incomes from
improving personnel management systems for enterprises of different industries, sizes
and profiles. In addition, the authors aim to identify the key points and the most diffi-
cult situations arising in economic calculations and in making decisions on financing and
implementing projects.

In view of the goals set, the authors make an attempt to compile a comprehensive
methodology for determining the overall maximum cost of financing HRM projects of
specific enterprises, choosing an efficiency criterion and constructing a procedure for
determining the economic efficiency of organizational projects.

2. Theoretical Fundamentals and Methodology
2.1. Literature Review

The study of the issues of economic analysis of investments in HR as the most impor-
tant resource of an organization has always been relevant in the Russian Federation and
other countries of the world. Russian and other researchers consider “human resources”
to be a set of people in an organization who have certain knowledge, skills, qualities,
and potential [18,19]. The modern rethinking of approaches to people management is
taking place against the background of the creation of effective concepts of human resource
management and in conditions of limited funding [20]. Intellectual and creative activity is
currently regarded by many scholars as the main source of innovation [21]. Fundamental
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issues related to different aspects of establishing effective HRM practices for an enterprise
have been considered, for example, by Lado and Wilson [22], Kucharčíková et al. [23], and
Albrecht et al. [24], Viktorova et al. [25], and Valebnikova et al. [26].

Investment activity is a particularly intriguing subject in relation to human resources
of the organization; it has been considered by numerous Russian and foreign researchers,
such as Shaw et al. [27], Lopez–Cabrales, and Valle–Cabrera [28], Wang et al. [29], and
Lo et al. [30]. Diverse elements of the HRM system as an innovative component of the
enterprise were assessed by Laursen et al. [31], Kim and Choi [13], and Wikhamn [32]. The
issues of measuring and diagnosing the personnel potential of an enterprise and improving
the current personnel costs were discussed by Sardi et al. [33], Nijs et al. [34], and Osranek
and Zink [35].

Despite the large number of works dedicated to economic and financial analysis
of projects for personnel management, many practical issues have not been fully re-
solved [36,37]. In particular, numerous attempts have been made to construct innovative
methodologies for modern HRM practices [38,39]. Intriguing examples are presented
in [40,41], dealing with employer branding, i.e., a range of measures for managing and
influencing an enterprise’s reputation as an employer among current or potential employ-
ees and key stakeholders. A positive relationship was found between not only employer
branding and improving an enterprise’s reputation, but also, perhaps even more signifi-
cantly, increasing the confidence and motivation of individual employees, contributing to
their better overall performance. In the digital environment, where skilled and experienced
workers are one of the rare resources available, such methodologies play a crucial role in
forming a responsible organizational culture.

Widespread and rather complex issues of HR management at operating enterprises
include the procedures for developing personnel management projects, their economic and
social assessment, choosing those that are acceptable and effective for each company, and
their practical implementation. The small amount of costs and the difficulty of reliably de-
termining the future effect of HRM projects stimulate managers to make intuitive decisions
with the full influence of the “human factor”. While team members should only know
their responsibilities, the project manager should create project plans based on common
goals [42,43]. The processes of digitalization of economic and financial activities require
standardization of business processes, the development of clear decision-making criteria,
and the development of a regulatory framework for calculations. Most organizations
design their HR processes to encourage certain desirable staff behaviors (norms), which is
believed to maximize the chance of organizational success. This set of processes is called
strategic human resource management (SHRM) [44].

Human resource management drastically affects the total cost of the project because it
controls the productivity of materials and equipment that constitutes the remainder of the
direct costs [45,46].

The project-based company is generally defined as one in which the majority of
products made or services offered are not bespoke designs for customers [47]. Gareis [48]
takes a more proactive view where the project-oriented organization makes a conscious
choice to be so.

Based on the authors’ research in the field of economic analysis of the implementation
of work on HRM at operating enterprises, it was found that for operational projects, the
calculation scheme can be significantly simplified and limited only to the second stage. As
part of HRM integration, employees will be able to estimate their labor costs for performing
various tasks using the method under consideration, managers will be able to assess the
capabilities of subordinates and select the necessary leadership style in the best way [49].

Organizational projects differ in financing from a company’s turnover and attributing
the costs of their implementation to a fixed part of the operating costs. The terms of
implementation of organizational projects usually do not exceed a year. For such projects,
the calculation of discounted indicators of commercial efficiency is not required, and
the calculation of payback periods is necessary in individual special cases [50,51]. The
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effectiveness of such projects is determined by their impact on the financial condition of
the enterprise and the growth of its profitability. In accordance with the authors’ approach
on the basis of UNIDO methodology, the most acceptable criterion for making decisions
on the assessment of HRM projects is a possible increase in cashflow raised from labor
productivity. The use of this very criterion made it possible to develop a fairly simple
methodology for assessing the economic efficiency of organizational HRM projects at
operating enterprises.

Considering the business processes of various HRM projects, it was also found that
the most difficult task was to determine the results, i.e., the planned income, for the projects
aimed at increasing product sales and improving labor productivity [52]. This is due to
the existing regulatory framework established for planning. Projects aimed at improving
the production culture and qualifications of the production personnel, motivation and
incentives, adaptation and mentoring, HR marketing, HR planning, reducing staff turnover,
increasing team spirit in the company, etc., typically yield an increase in labor productivity
of 0.3–1.1% or more within this framework [53,54]. The figure varies greatly for businesses
of different sizes. The effect of “economies of scale” is that the same organizational project
can bring an increase in revenue and profit of 10 million RUB per year at a large enterprise,
and 50,000 RUB per year or less at a small enterprise. As a result, implementing HRM
projects worth up to 10 million RUB is effective for a large enterprise, while the upper cost
limit is 20–30 times less for a small one. Therefore, the primary task was to analyze the
costs of such projects and possible methods for increasing profits.

2.2. Methodology for Developing the Model

The considered model of preliminary cost estimation should be rather simple and
acceptable for practical application. The main purpose of the model development is to allow
making more reasonable decisions on organizational HRM projects, which are currently
being made based on the experience and intuition of managers. The model has been tested,
but it remains controversial from the point of view of its complication by introducing
additional variables, such as cost rates for standard HRM projects, planned profitability of
sales, and other factors. In the process of researching the economic issues of HRM practices
at enterprises, the authors worked out the technologies and business processes for the
development and implementation of HRM projects in detail. Based on this, the key points
and the most difficult situations in economic calculations and in making decisions on
financing and implementing projects were identified. So, it was found that investments in
improving the HRM systems of enterprises pursue the same goals as investments in fixed
assets of companies, as well as in the opening of new enterprises and industries. Three
main goals of HR projects in operating enterprises were identified:

• growth in sales volumes and labor productivity,
• reduction of operating costs and headcount,
• growth in sales and a reduction in operating costs.

In this regard, the authors assumed that the economic and financial assessment of
projects aimed at the development of personnel management systems can be based on
the general methodology for the commercial assessment of projects, which is presented in
the so-called UNIDO methodology [55], and is the basis for numerous banking and other
methods of assessing the effectiveness of projects operating in the Russian Federation and
other countries.

At the same time, it was found that a significantly larger share among HRM projects (in
comparison with innovative and technological projects aimed at improving fixed assets and
equipment), i.e., up to 90%, is taken by relatively inexpensive and short-term organizational
projects [56] (see Table 1).
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Table 1. Main types and focus of HR projects.

HR Management Projects at Enterprises and Their Economic Focus

Investment projects
(10–15% of projects realized)

Organizational projects
(85–90% of projects realized)

Reducing the cost of
production and operating

costs of the company and the
number of personnel

Increase in the sales volumes
and decrease in the cost of

sales, operating costs

Increase in sales volumes and
labor productivity

The authors’ earlier studies [57,58] considered two- and one-stage systems for eco-
nomic evaluation of projects for personnel management. Commercial efficiency in such
systems is assessed based on return on investment (ROI) calculations and discount indica-
tors. Additionally, studies were carried out on the impact of project implementation on
labor productivity, profit growth, profitability of sales and assets, and changes in the level
of operational risks for a given company. A specific set of indicators was constructed for
decision-making at each stage. Additional indicators were chosen based on the methodol-
ogy for financial diagnostics of enterprises, focusing on a specific company, regarded as an
object, where the project under consideration is implemented.

The methodology for localizing projects for HRM at enterprises was considered
in [59]. Issues of risk assessment based on the mechanism of operational leverage in the
implementation of HRM projects were also considered in [60].

Currently, there are multiple problems at enterprises concerning personnel manage-
ment. In particular, the system of motivation and rewards is poorly formalized and does
not include the characteristics related to human capital. Knowledge management is not
carried out systematically. Organizational policies do not reconcile corporate and individ-
ual values. No risk-based approach is applied in planning and developing HR processes.
Talent and leadership management is not centralized; in fact, improving leadership skills
and engaging employees in innovative development are not encouraged sufficiently. Func-
tions performed by employees are often duplicated. Introducing HRM can help resolve
these problems.

3. Results
3.1. Testing and Validating the Methodology for Assessment of Personnel Management Processes

Analysis of business processes aimed at improving HRM at enterprises uncovered the
following variable factors affecting the maximum possible amount of costs for the project
depending on the criterion of profit growth from sales:

• the annual volume of sales of the operating enterprise, Sales (mln RUB per year),
• the share of variable costs in the volume of sales, Sv,
• the planned percentage of increase in labor productivity and sales volumes as a result

of the implementation of the HRM, Kpl,
• the actual and planned profitability of sales of the considered enterprise’s return on

sales (ROS) in %.

The following dependence of the maximum acceptable amount of investment in the
organizational HRM project-Depmax-on the identified variables was established:

Depmax = Sales × (Kpl − 1.0)× (1.0 − Sv −
ROS
100

). (1)

It was assumed that the maximum acceptable amount of investment in the HRM
project Depmax is limited by the additional profit from the company’s sales, which appears
as a result of an increase in labor productivity and an increase in the volume of product
sales. In other words, if the costs of the HRM project are not more than the expected
additional profit from sales, then the implementation of the project will not bring an
economic loss (i.e., a decrease in the profit from sales received by the company before
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the project is implemented). However, such a project can bring significant social impact.
An important point: to calculate Depmax, not all additional profit from sales is calculated,
but only part of it associated with savings in fixed costs (hereinafter additional profit
from sales).

An objective analysis of business processes at operating enterprises in Russia in all
spheres of activity shows that companies are constantly implementing many projects, both
in personnel management and in other types of activities (software, logistics, production
and sales technologies, etc.). Therefore, the authors considered it insufficiently justified to
include all the planned profit from sales in the financing plan for HRM projects.

The following rationale can be proposed for this formula.
Firstly, the sum of fixed costs in the planned option and profit from sales due to

savings in fixed costs could be considered as the planned volume of sales minus planned
variable costs and minus planned profit from sales, which depends only on profitability:

sales × Kpl − sales × Kpl × Sv − sales × Kpl × ROS/100

Secondly, fixed costs in the basic option do not change with increasing sales. Therefore,
the fixed costs in the basic option are equal to the fixed costs in the planned option. So, the
expression could be written:

sales − sales × Sv − sales × ROS/100

Let us consider the difference between the first and the second expressions:

(sales × Kpl − sales × Kpl × Sv − sales × Kpl × ROS/100) − (sales − sales × Sv − sales × ROS/100)

This formula can be transformed as follows:

Sales × Kpl × (1 − Sv − ROS/100) − sales × (1 − Sv − ROS/100) =

= sales × (Kpl − 1) × (1 − Sv − ROS/100)

Thus, formula (1) is obtained.
Kpl is a coefficient that takes into account the planned growth in sales volumes of the

enterprise as a result of the implementation of the HRM project. For example, an increase
in sales of products by 1% is reflected by a coefficient of 1.01, while an increase in sales by
0.5% is reflected by a coefficient of 1.005, etc.

In Table 2, Kpl equals 1%. The data in Table 2 illustrate that at large enterprises,
companies with a lower share of variable costs, and enterprises with a lower profitability
when planning HRM projects, there are more financial opportunities for the implementation
of these projects, i.e., the Depmax value with the same planned growth in sales increases
significantly by 1% as sales volumes increase from RUB 75 million to RUB 3500 million
per year, the share of variable costs in revenue decreases from 0.90 to 0.60 and 0.30, and
profitability decreases from 7% to 4%.

The resulting model “maximum costs for HRM (“MAXHRM”) allows us to simply
automate the first step of the business process of work to improve HR management at
any enterprise. This step consists in determining what the maximum amount can be
allocated from the company’s turnover for HRM projects, without reducing sales profit
and profitability. Table 2 shows the results of calculations for this model for enterprises,
given in a comparable form in terms of sales and labor productivity.

The study of human capital management processes was carried out at small and
medium-sized enterprises of various fields of activity, carrying out innovations in core
activities and personnel management. The studied enterprises are engaged in the pro-
cessing of agricultural products, the repairing of power equipment, as well as retail and
wholesale trade.
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Table 2. Calculation of the maximum standard costs for the implementation of the organizational HR management (HRM)
project with a planned increase in labor productivity and sales of products Kpl by 1%.

Enterprise
Sales Volume for

Previous Year, Million
RUB/Year

Share of Variable
Costs in Volume

of Sales

Profitability of Sales for
Previous Year, % ROS

Maximum Acceptable
Amount of Investments in
HRM Project, Million RUB

A 001 3500.0 0.90 7.0 1.050

A 001 3500.0 0.60 7.0 11.550

A 001 3500.0 0.30 7.0 22.050

A 001 3500.0 0.90 4.0 2.100

A 001 3500.0 0.60 4.0 12.600

B 003 75.0 0.90 7.0 0.023

B 003 75.0 0.60 7.0 0.247

B 003 75.0 0.30 7.0 0.450

B 003 75.0 0.90 4.0 0.045

B 003 75.0 0.60 4.0 0.270

The presented material shows a significant difference in the maximum possible costs
and, accordingly, the economic efficiency of the project, for example, to increase the produc-
tion culture for a large and small enterprise. For a large trading company with an annual
sales volume of 3.5 billion RUB and a share of variable costs in revenue of 90%, this amount
when planning a growth in sales volumes from the project by 1% is 1.050 million RUB. For
a small enterprise with an annual turnover of 75 million RUB and with the same share of
variable costs, this amount should not exceed 23,000 RUB.

In the process of studying the implementation of HRM projects at various enterprises,
it was found that companies with a lower share of variable costs (i.e., working with a
higher operational risk), as well as with a lower profitability of ROS, are more promising
objects for the implementation of effective HRM projects. This is illustrated by the results
of calculations using the “MAXHRM” model in Table 2. For enterprise A 001, with a
share of variable costs in the volume of sales of 60%, the maximum acceptable amount of
investment in HRM projects increases to 11.55 million RUB, compared to 1.05 million RUB
in the case of a share of variable costs of 90%.

This is due to the fact that when implementing HRM projects aimed at increasing sales
volumes, the cost of production increases less than the revenue, due to the presence of a
constant part in them. A “scale effect” is formed, i.e., the relative savings in the company’s
fixed costs.

Thus, when planning an increase in sales as a result of the implementation of the
UP project by 1%, current costs (cost of goods sold) will increase with a share of variable
costs in revenue of 0.9 by 0.9%, and with a share of variable costs of 0.6, will only increase
by 0.6%.

0.9% − 0.6% = 0.3%; 0.3% of 3500 million RUB is 10.50 million RUB (2)

For the second situation (for an enterprise with a greater share of fixed costs) an addi-
tional increase in sales profit for an enterprise with an annual sales volume of 3500 million
RUB per year will be 10.50 million RUB. Accordingly, the maximum acceptable amount of
investments in organizational HRM projects will also increase:

1.05 + 10.50 = 11.55 million RUB (3)

In addition to the share of variable costs in revenue, an important factor determin-
ing the maximum amount of investments in organizational HRM projects at operating
enterprises is the actually achieved level of profitability of ROS. The less profitable the
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enterprise is, the more it needs HRM projects and can allocate a larger amount for these
organizational works. So, according to the data in Table 1, it can be seen that if the initial
(starting) profitability of sales ROS for the enterprise under consideration is not 7%, but
4%, then the maximum acceptable amount of investment in HRM projects increases from
11.55 million RUB up to 12.6 million RUB.

Table 2 considers enterprises with approximately the same sales volumes and labor
productivity from the sample under consideration, differing in the share of variable costs
in sales (from 0.3 to 0.9) and profitability of sales (from 4% to 7%). Enterprises with a
lower share of variable costs and lower profitability have a higher level of operational
(production) risks due to large investments in innovative activities.

The main goal of such activities is to increase production efficiency and to create com-
petitive products, services, and activities that will bring additional profit in the foreseeable
future. To effectively implement such models in enterprises, all business processes must be
integrated and coordinated, and management and staff must have the determination and
ability to implement them.

Based on the provisions of the previously developed two-stage methodology for the
commercial assessment of projects, the authors formulated and tested a one-stage method-
ology for the economic analysis of operational projects for personnel management. At the
same time, the procedure and criteria for assessing the impact of project implementation
on labor productivity and profit growth of the company in question, profitability of sales
and assets, the level of production, and operational risks were developed.

The proposed methodology for calculating the cost based on the economic potential
of the business of operational personnel management projects includes three main areas:

- fixing a plan to identify the superiority and defects of events, centers of decreases and
increases in costs, and directions of raising and lowering risks,

- finding and evaluating the criteria and characteristics of costs as well as the perfor-
mance of such solutions for the organization

- drawing up a risk map and assessing changes in risks under the influence of various
measures to minimize them.

From the point of view of financial assessment in the proposed methodology, plans
are divided into 3 groups by target orientation:

- plans, which the implementation of the increase in the volume of sales of products
depends on;

- plans, investments in which only affect the reduction of labor costs, the number of
personnel and, in accordance with this, current costs and production costs;

- the components of the personnel management system, which affect both the reduction
of operating costs, for example, and the increase in the volume of sales of products.

Efforts to motivate and incentivize sales personnel or open irrespective training
centers to increase sales and profits are good examples of the above. On the other hand,
the automation of work in production units and the training of personnel to perform new
functions mainly affect the reduction of headcount, growth of labor productivity, and a
decrease in the operating costs of the enterprise.

The main criterion of efficiency for organizational HRM projects, which differ in terms
of goals and technologies, was adopted as a single one: a constant increase in profit from
sales or increasing profitability of ROS. This gain or additional profit from sales depends
on the relative reduction in cost of sales and operating costs for the project. Therefore,
the basis for calculating the effectiveness of organizational HRM projects according to the
proposed methodology is the calculation of project costs and analysis of changes in current
costs of the enterprise in question. It is for the analysis of current costs that the controlled
characteristics of the enterprise are recommended.

Additional income is always associated with increased financial, commercial and
industrial risks. In this regard, the authors’ methodology introduced controllable charac-
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teristics of the company in terms of risk change of operational leverage and the financial
safety margin.

3.2. Results Obtained Using the Proposed Methodology

Numerous calculations were carried out for operating small and medium-sized busi-
nesses, the results of which are partially presented in Tables 3 and 4.

Table 3. The results of the economic assessment of PM (personnel management) projects for a small enterprise.

Economic Indicators Basic (Original) Option Option 1 Option 2 Option 3

Number of staff 21 21 21 21
Annual sales volume, RUB mln 152.0 153.368 152.608 152.00
Sales volume growth in% - 0.9 0.4 -
Cost of production (operating costs), RUB mln, including 148.0 149.883 148.748 147.848
Fixed costs 137.0 138.233 137.548 137.00
Variable costs 11.0 11.650 11.200 10.848

Increase in fixed costs 0.650 0.200 0.150
Decrease in fixed costs - - 0.302
Profit from sales, RUB mln 4.0 3.485 3.860 4.152
Increase in profit from sales −0.515 −0.140 0.152

Labor productivity, million RUB/person per month 0.603 0.609 0.606 0.603
Return on sales, ROS, % 2.63 2.27 2.53 2.73
Break-even threshold, Million RUB 111.47 118.05 113.49 109.92
Financial safety margin 40.53 35.31 39.11 42.08
Operating leverage 3.75 4.34 3.90 3.61

Table 4. The results of the economic assessment of HRM projects for a small innovative enterprise.

Economic Indicators Basic Option Option 1 Option 2

Purpose of project: reducing cost due to staff reduction Divisions of management Divisions of production

Number of personnel 55 48 35

Project costs, Million RUB − 0.01 0.01

Annual sales, Million RUB/year 190,000 190,000 190,000

Cost (operating costs) Million RUB/year, including 160.000 158.8 158.0
Variable costs 120.0 120.0 112.0

Fixed costs 40.0 38.8 46.0

Profit from sales, Million RUB/year 30.0 31.2 32.0

Increase (additional profit) of profit from sales, Million
RUB/year − 1.2 2.0

Payback period, year − Less than half year Less than half year

Labor productivity, (sales per person/month)
thousand RUB 287.9 329.9 452.4

Return on sales, % 15.8 16.4 16.8

Operating leverage 2.33 2.24 2.44

HRM projects aimed at increasing the sales of products in companies with a high level
of variable costs and relatively low fixed costs are less likely to affect additional profits and
labor productivity growth due to “economies of scale”. This is illustrated by the calculation
model (Tables 2–4).

According to the cost structure of the actively innovative companies (the share of
variable and fixed costs shown in Table 1 and labor productivity in Tables 3 and 4), the
authors could make an important conclusion. Tables 2–4 contain the results raising from
the comparison of the cost structure of the enterprises actively investing in innovations.
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The use of the proposed methodology for the economic assessment of organizational
HRM projects makes it possible to create a sufficiently substantiated information base for
making effective decisions, improving and automating calculations in the context of the
future digitalization of the Russian economy. The research shows the difference in the
economic indicators between the 4 options. Innovative companies with high fixed costs
could be more effective at increasing the volume of their activities but becoming large-scale
businesses. Projects aimed at increasing labor productivity and, accordingly, increasing
sales of products by 0.9% for option 1 and by 0.4% for option 2 are ineffective by calculation.
Option 3 of the project was aimed at purchasing special software for organizing the remote
work of employees and reducing the company’s leased space by 40% for a total amount
of 0.302 million RUB per year. The cost structure investigation could help with assessing
projects clearly from the investments’ point of view. In the first two options, the HRM
projects aimed at reducing the number of employees may be more cost-effective. The
results of one of these calculations for a small innovative enterprise are presented below.
The case of Russia shows that the investor judging the effectiveness of HRM projects should
take into account the cost structures of innovative enterprises which could be ineffective
for small innovative enterprises (effective Russian innovative companies as a rule differ
from its large-scale businesses).

According to the authors’ methodology, special comparative tables are recommended.
Table 3 shows the results of the economic analysis of three HRM projects, two of which are
aimed at increasing labor productivity, and the third at reducing the current costs of the
enterprise and reducing the cost.

The profit from sales will decrease for the enterprise by 0.515 million RUB as a result
of option 1, and by 0.140 million RUB under option 2. As a result of their implementa-
tion, project costs (in Table 2, the increase in fixed costs of the enterprise) of 0.650 and
0.200 million RUB, respectively, are not covered by additional sales profit. Other con-
trollable economic characteristics, besides labor productivity, also decrease. Thus, the
profitability of ROS should decrease from 2.63% to 2.27% and 2.53%, respectively, under
options 1 and 2. The operational risks of the enterprise’s activities increase, the margin of
financial strength decreases, and the operating leverage increases.

Using the model according to options 1 and 2, can immediately give the maximum
allowable amounts for effective projects (i.e., additional profit from sales excluding the
project cost) for option 1 as 99,000 RUB and for option 2 as 44,000 RUB, which involves
much smaller planned costs for these projects. When drawing up a special calculation
program, after receiving too small maximum allowable amounts, further calculations can
be omitted. With the digitalization of settlements, this issue will be resolved automatically.

In option 3, in contrast to the first two, the result of the sale is determined quite clearly
and is expressed in a specific amount of reduction in rental payments during the year. For
a small enterprise, such a project turns out to be more effective than projects aimed at
increasing labor productivity and sales. If we return to Table 1, it is clear that for a larger
enterprise, options 1 and 2 could be more effective.

Table 4 shows the results of an economic analysis of two HRM projects aimed only at
reducing the number of personnel in a small innovative manufacturing enterprise.

For this enterprise, when working out the development plan, the options for HRM
were also considered, aimed at increasing the volume of sales of products. As can be seen
from the table, this company has a relatively high share of variable costs in the volume of
sales of 63.3% (120 of 190 million RUB). As a result, the option of the personnel motivation
project aimed at increasing the volume of product sales by 0.6% allows for planning the
maximum amount of project costs (i.e., additional profit from sales excluding project costs)
with an amount of 0.240 million RUB. In accordance with the model:

Depmax = 190 × (1.006 − 1.0)× (1.0 − 0.632 − 0.158) = 0.240 (4)

This is significantly less than the development options presented in Table 3, aimed at re-
ducing the number of personnel and providing additional profit from sales of 1.2 and 2.0 mil-
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lion RUB. The information received is enough to make an acceptable effective decision at
the level of enterprise development planning.

Such an assessment allows making more informed decisions on the implementation
of operational HRM projects. Table 3 shows the reporting data of the operating enterprise
(baseline–basic option) and the results of economic analysis of three HRM projects, two of
which are aimed at increasing labor productivity by 0.9% and 0.4%, and the third is aimed
at reducing the current costs of the enterprise and reducing the cost.

The results of calculations using the authors’ methodology show that projects aimed
at increasing labor productivity and, accordingly, an increase in sales of products by 0.9%
for option 1 and by 0.4% for option 2 are ineffective. The profit from sales will decrease for
the enterprise as a result of the sale of option 1 by 0.515 million rubles, and under option
2 by 0.140 million rubles. As a result of their implementation, project costs (in Table 4, the
increase in fixed costs of the enterprise) 0.650 and 0.200 million rubles are not covered by
additional sales profit. As a result of the implementation of these projects, the company
may suffer losses.

Such information is useful for a manager who makes decisions on the implementation
of a project. If he considers that these projects to be important for solving social problems,
then he can estimate in terms of what it will cost the enterprise to obtain the desired social
effect.

The rest of the indicators in the table: labor productivity, profitability of sales ROS,
break-even threshold, financial strength margin, and operating leverage complement the
results of the economic evaluation of HRM projects and are secondary for decision making.
These are indicators that are widely used in economic calculations, and the authors use a
standard approach in their calculation formulas. The formulas for these indicators were
given in earlier works by the authors.

The main economic criterion for making decisions on operational HRM projects is
additional profit from sales. This indicator can be calculated when evaluating projects in
special tables (an example in Table 4) or, which sometimes simplifies and speeds up the
work, according to the special formula Depmax proposed in the article.

4. Discussion: Personnel Management and Open Innovation
4.1. Organizational Project and Personnel Management

Discussing the connection between personnel management and open innovation
concept, the authors could explain the ideas contributing to previous research in both
theoretical and methodological levels as well as the empirical level. From the theoreti-
cal point of view, the authors have made an attempt to consider a special approach to
assessment of organizational HRM projects as a system for localizing projects using a
simplified approach to calculating costs, income, and the level of operational risks. In terms
of further improvement, the business process of economic assessment and decision-making
on projects with the target focus “increasing the volume of sales and reducing the cost,
operating costs” is currently being worked out in more detail.

As far as the methodological level is concerned, the economic focus of HR management
projects is identified in the article and the assessment of it is determined to be based on
two factors: determination of the commercial efficiency and the impact of the project on
operational characteristics of the enterprise. The goal of this study consisted in clarifying
some important issues regarding the increase of the level of digitalization of HRM processes
(taking into account the definition of digital ecosystems [61], as well as the features of
the personnel management digital model [62]), such as both developing clear criteria for
assessing the effectiveness of such projects and determining the regulatory framework
for costs and incomes from improving personnel management systems for enterprises of
different industries and types of activities, sizes, and specializations.

Considering the empirical level, the authors could prove that the practical contribution
of the article is to create a scientific basis for the development at various enterprises of their
own methods of economic evaluation of HRM projects. The technique is actively used by
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various enterprises of St. Petersburg (Russia) in their activities, as well as by the Russian
universities in the educational process. A serious approach to planning the development
of enterprises always involves the development of several scenarios. For the economic
study of such scenarios for the development of the personnel management system, the
methodological materials outlined in the article are recommended.

The authors have found that the approach to the learning flows in the project-based
organizations [63] could be considered as being in accordance with the findings in this
research. The authors agree that an organizational context takes place in different fields.
So, the approach to investigating any specific issue (e.g., a multilevel of learning flows
approach [63]) could be considered from the organizational point of view at individual,
team, and organizational levels. The work [64] proves that the organizational challenges
are an underestimated area in projects. Thus, the authors could assume that investigating
the organizational projects in personnel management is an important part of the research
at theoretical, methodological, and empirical levels.

4.2. Personnel Management in Projects for Open Innovation

The findings considered as a fundamental theory for the authors’ approach include
Christensen’s determinants of an open innovation model associated with the industrial
dynamics of an industry segment undergoing a process of radical technological inno-
vation [65] unraveling the Chesbrough’s Open Innovation concept, which was initially
studied from the company-level perspective (in contrast to the closed innovation old model).
JinHyo Joseph Yun considered the open innovation engineering model, including both
open-innovation engineering channels and determining ways of operating the channels
through conceptual experiments [66]. The effects of the mechanism design (fundamental
to the study of incentives and information [67]) could be expanded and implemented for
developing new business model from open innovation and Schumpeterian new combina-
tions [68,69], as well as an open innovation based business model design compass [70].

The implementation of innovative activities by companies is always associated with
the implementation of innovative projects. Within the framework of the open innovation
concept [71], any idea can be inside the company and turn into its project: a project with a
result in the form of a finished product, and an organizational project with a result in the
form of improving any processes. The consideration organizational HRM projects from
the point of view of open innovation concept could be an interesting approach for further
research.

5. Conclusions

Let us now summarize the key findings of the study.

1. The authors have developed special comparative tables that will allow the most
correct analysis of the proposed calculations and facilitate the adoption of rational
decisions in the implementation of projects.

2. The methodology proposed by the authors allows obtaining maximum values for cost-
effective projects; in addition, at the stage of the calculation program, unprofitable
projects will be immediately cut off, which allows us to reduce the time for their
analysis and use the resources for the implementation of the effective projects.

3. An important issue considered is the separation of organizational projects from
investment projects for economic evaluation. Development for this group of projects
involves a simplified one-stage methodology for economic assessment and a specific
criterion-additional profit from sales. The proposed approach could be treated as a
special concept for evaluating organizational PM projects: a system for localizing
projects, as well as a simplified approach to calculating costs, revenues, and the level
of operational risks.

The article proposes a system of economic calculations, including a preliminary
assessment of the maximum acceptable costs for a specific enterprise, a business process
for calculating costs and revenues for planned HRM projects, and a criterion for making
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decisions on the implementation of organizational projects in the form of additional profit
from sales.

An important debatable issue is the separation of organizational projects from invest-
ment projects for economic evaluation. Development was completed for this group of
projects of a simplified one-stage method of economic assessment and a specific criterion
that is additional profit from sales.

The proposed methodology can be used in practical implementation of professional
standards at the enterprise, in team building, and in successful interaction within them,
aiming at the implementation of certain innovative tasks. Moreover, the methodology
can be a certain guideline for employers as to what criteria are important for a particular
function and what can be required from a specialist to achieve the assigned tasks. The
technique has been tested and is effectively used in practice. The model has been tested in
a number of enterprises from the considered sample.

It was found that the one-stage system of economic assessment of organizational
HRM projects allows us to create an information base for reasonable decision-making
on the implementation of projects and future digitalization of settlements. Furthermore,
using a single economic criterion for organizational HRM projects in the form of additional
profit from sales of the enterprise and control characteristics allows creating conditions for
objective and reasonable decision-making on the implementation of projects.

The results obtained by the proposed approach can be valuable for innovative manu-
facturing enterprises, as well as for small and medium-sized enterprises in both the service
sector (repair, food industry) and trade sector.

A limitation of the study is that the extent and structure of the Russian economy
was excluded from consideration, as the authors preferred to focus on particular cases of
HRM implementation. However, future studies can include this topic for a more thorough
understanding of how the results obtained can be generalized for the Russian and European
economy.

The following directions can be suggested for further research on the design and
implementation of HR management projects at operating enterprises:

• a special methodology should be developed for economic assessment of organizational
HRM projects, as opposed to investment,

• the model for finding the maximum acceptable amount of costs for the HRM project
for specific enterprises should be tested to understand how it reduces the amount
of necessary economic calculations in HR management and increases the validity
of decisions.
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