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SVITLANA NESTEROVA,

VIKTOR PRYSTAYA
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IMPORTANCE OF EFFECTIVE AND TRANSPARENT STRUCTURE OF KPI SYSTEM
FOR THE ENTERPRISE OPERATION
Today's business environment is quite volatile and characterized by increasing competition.
Significant influence of internal and external factors, rising cost of resources, new technological
solutions - all this pushes business owners to seek effective methods of business process management
to maintain a competitive position in the market and achieve the highest financial results. One of the
most critical and important things in these volatile conditions - is the ability to react to challenges

immediately.
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PIHAHCOBE PEI'YJIIOBAHHSI EKOHOMIYHUX ITPOLIECIB

To stay in business - the company must be able to measure each critical process in finance,
logistics, manufacturing, quality, sales etc. So, implementation of Key Performance Indicators (KPIs)
may become one of effective solutions in daily business processes.

Most important functions of key performance indicators (KPI) system in business environment

are:

1) to become transparent and fair tool of measurement of efficiency in broadest sense of
the word e.g.:

- ROIC (return on invested capital) - efficiency of invested resources for investors and business
owners;

- UPPH (Units per person per working hour) - efficiency of manpower in manufacturing area;

- Production Plan execution - efficiency of workers at workplace.

2) effective KPI system is an excellent tool for improvements and optimization process
reinforcement.

So, to achieve maximum efficiency of business processes within the enterprise, we need to be
able to implement multilevel, interconnected system of metrics, which will allow management team
to react quickly to any challenges and issues during economic activities. On top of this KPI’s must
be:

1. Clear and understandable for the function, which is responsible for this metric: TOP manager
of the enterprise will focus on well-known economic metrics such as ROIC (return on invested
capital), Revenue, OP (Operation profit), ITO (Inventory Turnovers) etc., however for site engineer,
or manufacturing worker such metrics will not be clear enough and will not reflect their contribution
to the final output, and most probably this, high level metrics will not be important for the operational
staff.

2. SMART (Specific, Measurable, Achievable, Relevant, and Time-Bound) as much as it could
be: to get appropriate and transparent measurement system, manager need to use KPI's which will be
specific to the process, measurable and discrete (without double standards and interpretations),
defined based on statistical and logical analysis (should be achievable for responsible function), it
should stimulate improvements, but not be too aggressive; KPI should be relevant to the process
executed by function or person and it should be time bounded, - measured at discrete time slots.

3. Integrated into higher level KPI as part of effective management system. Usually, enterprise
KPI structure is built from top to bottom (from Revenue, and Operation Profit metrics down to simple
worker efficiency measurement). This system will have more and more complex structure at the lower
levels of management. Moving down into detailed and complex data flows it is important not to

overcomplicate control system and keep it fair enough for daily activities. Each metric should
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effectively measure the process which is contributing to the high level process, and measured by the
KPI of the higher level.

4. Finally - KPI system must be efficient. Enterprise investments into the implementation and
support of this system cannot be higher than potential earnings from efficiency improvements which
this system can generate.

KPIs are designed to answer questions about company development and motivation to make
decisions about performance. However, usually KPIs create more questions than answers. That is
why it is important that the company's management does not only consider these issues, but also uses
them to succeed through changing management standards.
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YK 657.1
C. B. HECTEPOBA,
. B.I'OJIYBKA

Myka4iBchbKHil Jep:kaBHHUI YHiBepcHTeT

PO3PAXYHOK OBJIIKOBOI BAPTOCTI JJOBI'OCTPOKOBOI'O 3050B’SI3AHHS TA
AMOPTM3AIII JUCKOHTA - METOJAOJIOTTYHAMN ACHHEKT

VY Bianosignocti 1o .12 HIT(C)BY 10 «/lebiTopchka 3aboprosanicte» [1] Ta 1.9 HII(C)BY 11
«3000B’s13aHH» [2] HOBrocTpokoBa 3a00proBaHICTh MiUISATrae BiJOOPKEHHIO 32 TEMEPIIIHBOO
BapTICTIO.

JIMCKOHTYBaHHS — Il MaTeMaTHU4Ha OIepallisi NpUBEICHHS MaHOyTHIX IUIaTeXiB [0
TenepimHboi  (akTyasmizoBaHoi) BapTocTi. YacTo Taky akTyaldi30BaHy BapTiCTh HA3UBAIOTh
Oouckonmosanoro. I10SCHEHHS TaKol aKkTyasizamii J0BOJII MPOCTe: BHACTIOK 3HEI[IHEHHS IPOIIeH Y
9aci iHBECTOp MOBUHEH 0auuTH y CKIadi 3000B’si3aHb Ti TPOIIOBI BEIMYWHH, SKi BIAMOBITAIOTH
aKTyaJbHOMY PIiBHIO IiH, yMOBaM PUHKY, CTYIICHIO PU3HMKY CaMe Ha JaTy MOTalleHHs. 3HEeIlIHEHHS
rpomieii 00yMOBIIOETECS PAOM (DaKTOPIB, SIK OT 1HOIALIEI0, BTPATOIO JIIKBITHOCTI TPOIICH i Yac
iXxHbOI iIMMOOLTI3aMii y BUTIIAAI 3000B’s3aHHS, PU3UKOM. | KIJTbKICHO BCTaHOBIIIOETHCS CTaBKOIO

TMCKOHTYBaHHS, sIKa 11 ()aKTOpU BPaxoBYeE Ta CIyr'ye BUMIPHUKOM IXHBOTO BIUTMBY. CIipaBelITMBUM
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