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Motivated person is a driving force any company, independent of company’s size or
purpose. Most companies do not give great value to motivating human resources or they can
not properly analyze motivating system. The purpose of the article is to determine the
mechanism of effective enterprise and human resource management based on key
performance indicators.

An entrepreneur needs to bring the employees goals closer to the main goals of the
enterprise by meeting the needs of the staff, creating the necessary internal factors that give a
positive effect and expected results. The main task facing the theorists and practitioners is the
search for methods that allow enterprises to achieve their goals, using a new understanding of
motivational approaches. One of these approachesisthe use of key perfor manceindicators—KPI.

KPI isademonstration of successin particular situationsor in particular singing chains.
It is possible to say that KPI —quantitative indicator of the actually reached the results.

Key performanceindicators KPI are a set of quantifiable measures that a company uses
to gauge its performance over time. These metrics used to determine a company’s progress in
achieving its strategic and operational goals, and to compare a company’s finances and
perfor mance against other businesses within itsindustry.

The KPIs a business follows will depend upon its particular industry, and while some
metrics will be important across an organization, each department will likely track KPI
metrics specific to its own goals.

K PIs can be used within a company or department to track its goals and deter mine how
best to achieve the best results.

Managing with KPIs often means working to improve leading indicators that will later
drive lagging benefits. L eading indicators are precursors of future success; lagging indicators
show how successful the or ganization was at achieving resultsin the past.

The relative business intelligence value of a set of measurements is greatly improved
when the organization understands how various metrics are used and how different types of
measur es contribute to the picture of how the organization is doing.

Using key performance indicators, companies have the opportunity to formulate a
strategy correctly, identify the important factors that influence the outcome of the enterprise,
compar e the results of staff work and their assessment. With the help of KPI it is possible to
approach the system mor e qualitatively motivating and stimulating staff in the company.

Key words. motivation, system of motivation, human resources, KPI, key performance
indicators.
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MoTuBoBaHa 0c00a € pyLIiiiHOI0 CUJIOK OYyAb-AKOI KOMIAaHii, He3aJ1e:KHO BiI po3Mipy
200 Mern kommanii. BigbmicT, kKoMmaHiii He HaJalOTL BEJIHMKOr0 3HAYEHHST MOTHBAIIl
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JIOACHKHUX pecypciB, a00 BOHU He MOKYTh NPaBUJIbHO MPOAHATI3ZyBATH CHCTEMY MOTHBAIILii.
MeTto10 cTraTtTi € BH3HAYEHHS MeXaHi3My e(eKTHBHOIO YNpPAaBJiHHS NiINPHEMCTBAMH Ta
JIOACHKHUMH pecypcaMu HA OCHOBI

KuarouoBi cioBa: MoTuBamis, cucremMa morTuBaiii, gwacbki pecypeu, KIII, kiaw4dosi
NMOKA3HUKH e(eKTUBHOCTI.

Formulation of the problem
In order to evaluate the effectiveness of the worker, it is necessary to evaluate the results of his work

in quantitative terms. KPI (Key Performance Indicators) allows you to analyze how much human effort is
consistent with the resullt.

Today, the KPI system is one of the tools on the basis of which companies develop an effective and
fair system of motivation for staff. KPI indicators should be calculated based on the company’s goals,
because they determine their achievements with them. Motivation of employees ensures performance of
duties with maximum efficiency. Ukrainian companies are rardy using key performance indicators in the
company’ s management process. The reasons for the unpopularity of this mechanism are:

- ignorance and inahility to correctly use KPI;

- lack of managerial experiencein thefield of modern methods of personnel assessment;

- inapplicability of the foreign mechanism of construction of the KRI to Ukrainian enterprises,

- opposing employees for changes in the organi zation.

For the successful introduction of KPI and, and increase in the level of motivation of employees,
Ukrainian company executives need to gain experience from foreign partners. Foreign enterprises have
successfully learned to implement the KPI system. For the most part, key performance indicators are used
by large companies, but it is also advisable to use the system at small enterprises.

Analysis of recent resear ch and publications

For many years, many economists and scientists have researched their mechanism for managing the
system of motivation based on KPI, in particular, V. V. Kruglov, M. A. Chepenko — they studied the main
trends in the formation of mechanisms for motivating personnel at a trade enterprise on the basis of KPI
[1], V. N. Yarishina analyzed the advantages and disadvantages of using KPI, the principles of system
implementation [2], O. Ye. Kuzmin and O. M. Bodaretzskaya investigated the relationship between the
concepts of “motivation” and “motivating” in the system of motivating the staff of enterprises [24],
V. Kononenko — formulated an approach to building a system of motivation based on a balanced system of
indicators [3], V. V. Titiaev, A. A. Shakhbazova [4], A. K. Klochkov — researched KPI in the practice of
foreign enterprises [5], O. A.Gavrysh, L. E. Dovgan, I. M.Kreydych, N. V. Semenchenko studied the
concept of “labor potential” enterprises “and methods of influence on it [6], €c.

Setting goals
The objectives of this article are to study the stages of the formation of a system of personnel
motivation based on key performance indicators (KPISs).

Presenting main material

Effectively developed system of motivation characterizes a set of interrelated measures that
stimulate an individual employee or labor collective as a whole to achieve the individual and common
goals of the enterprise (organization) [15].

The management of human resources is aimed at ensuring that employees work in a coordinated
manner, have an interest in what they do and in the results they get. To be able to manage human
resources, you need to use an effective system of motivation. Study of literary sources in the given
problem, has made it possible to systematize the basic approaches to the definition of the concept of
“motivating” by different scientists and scientists, presented in the table 1.

Needs generate in the employee's minds an interest, and interest in turn — motives. Accordingly,
motives predetermine a certain behavior of the employee, encourage him to commit acts and actions in
order to receive rewards and achieve personal goals[14].
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In order to give a person the right motivation to perform his duties, the manager needs to have an
understanding of what goals to be achieved and for what period. For this purpose, it is considered
necessary to assess the employee' s performance with key performance indicators.

Table 1

Approaches to the definition of “ motivating”

Ne Author Definition
1. | M. Meskon, M. Albert, | The process of motivating people to work, which involves the use of motives of
F. Hedouri [7, p. 360] human behavior for the achievement of personal goals or goals of the

organi zation.

2. | D. Bohunya[9] The subjective aspect of human activity, represented by a wide range of needs,
desires, fedings, interests.

3. | A. Kalinichenko [10] The accumulation of internal and external driving forces that prompt a person to
work, determine the type of its behavior, orientate towards achieving the goals

4. | V. Shynkarenko, O. The process undertaken by managersisto identify the forces (motives) and to

Krivoruchko [11] devel op incentives that motivate individualsto act toward achieving their

personal goals and goals.

5. | M. Mexon [12] The process of inducing oneself and othersto work to achieve the persona gods
and goals of the organization.

6. | A. M. Colot[13] The aggregate of internal and external driving forces that prompt a person to

work, determine the behavior, forms of activity, give this activity orientation,
focused on achieving the personal goals and goal's of the organization.
7. | O.Ye Kuzmin, O. G. The type of management activity that provides the process of inducing yourself

Melnyk [18] and other employeesin activities aimed at achieving persona goalsand
objectives of the organization.
8. | S. A. Shapiro[19] The process of conscious choice of a person of a type of behavior, determined by
the complex influence of external (stimuli) and internal (motives) factors
9. | V. I. Chobitok, A process aimed at identifying staff capabilities by influencing itsinterna and
S. V. Dybalina[20] externd driving forces (needs, desires, fedings and interests) with material and moral
incentivesin order to achieve its personal goals and objectives of the enterprise.
10. | F. 1. Khmil [21] The key to understanding human behavior and opportunities to influence it that

i's causes, incentive incentives for activities.

Source: [7, p. 360; 9; 10; 11; 12; 13; 18; 19; 20; 21].

Table 2
Factor s of motivation of employees of the organization
Moativationa factor The degree of satisfaction
Material encouragement The need for high wages, materia rewards, a set of benefits and allowances.
Comfortable working Need to have good working conditions and a comfortable environment.
conditions
Structuring work The need for aclearly structured work, the rules for itsimplementation are set.
Social contacts The need to communicate with a wide range of people, have close relationships
with colleagues.
Recognition of merit The need for others to appreciate the achievement of an individual.
The pursuit of achievement The need to set complicated goals for you and achieve them.
Power and influence The desireto lead others, the desire for competition and influence.
Diversity and change The need for constant change, the desire to be ready for action.
Self improvement The need for salf-improvement and devel opment as a person.
Interesting and useful work The need to have a socially useful job.

Source: [25, ¢. 106].

92




Before applying the tools and methods of motivating staff, it is necessary to determine that thereis a
motive for a person. As arule, this is not one factor, but several. Analysis of AA Cheban made it possible
to distinguish factors of motivation of employees of the organization, which is given in thetable. 2

The term KPI was first proposed by Peter Drucker. KPI is an evaluation system that helps
organizations determine achievement of strategic and tactical (operational) goals. This tool allows you to
control the business activity of employees and the company as a whole in real time [8]. KPIs are used to
quickly assess the current value and the state of a particular metric compared to the target value.

To usethe KPI system effectively, business executives must comply with the requirements shown in
fig. 1.

Fig. 1. Requirements for KPI indicators

Proposed on the basis of [8, p. 89; 22, p. 183; 23, p. 164].

The generalization of literary sources on the problem of the effectiveness of KPI use made it
possible to propose the following main requirements:

- measurable, that is, the ability to represent the indicator in digital terms;

- controllability — clarity and ease of measurement of indicators in one method;

- theinterest of the company’s employees in increasing the motivation and use of KPI;

- achievement and reality for execution, the company should have enough resources to get the
desired results;

- relevance - relevance to what measures are measured;

- controls — possibility of impact on indicators.

- limited quantity.

Scientists Kaplan R. and Norton D. recommend to use in the assessment of human resources no
more than 20 indicators of KPI [16]. Panov M. suggests using no more than 10-15 KPI indicators,
otherwise managers will be overwhelmed by planning [17].

Theanalysis of key performance indicators of different scholars has allowed to distinguish a number
of advantages of using KPI:

- formulation of clear objectives of the enterprise with concrete values;

- operational control of the results of the enterprise and the possibility of influencing them;

- timely response to complex situations;

- timely adjustment of goals, optimization of plans;
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- assessment of the state of management at the enterprise;

- identification of successful business directions;

- motivation of employees to achieve results;

- Objective assessment of the work of employees.

Deveaoping and implementing a KPI system is a complex process that heeds to be taken seriously and
planned. Over the years, research and practical use of KPI has created a sequence that requires the imple-
mentation of the KPI system. On the basis of a general understanding of the sequence of KPI implementation
in the enterprise, we were asked to carry out several steps, which are presented in the table 3.

Table 3
Stages of implementation of the KPI system
Phase number Phase content
1 2
Phase 1 Initiation of the project team and development of a plan of measures setting the timing of the

expected results. From the very beginning of the implementation of the system, the manager of
the highest levels should agree on its application in the company. It is recommended to develop
KPI in the top-down hierarchy — from the main goal of the enterprise to the objectives of the
units and functionals

Phase 2

Formulating the company’ s strategy and goals, regulating all processes that will accompany the
KPI system. On the basis of a defined strategy, a “tree of goals’ of the enterprise is being built.
The strategy of the company should be divided into specific strategic directions, within which
the tasks for separate structural subdivisions are allocated. The optimization and coordination of
the organizational structure isbeing carried out

Phase 3

Directly develop and describe the KPI, set up an information system, identify the units for
which amotivational schemewill be formed, and define goals for these divisions.

Employee training and staff explanations are what the KPI system needs. If you implement key
indicators, only on the instructions of the leadership, then you may encounter misunderstanding
and rejection of this system by employees. If the opinion of the employees is not taken into
account, and they are ssimply faced with the fact — to create a strong team and achieve their
goalswill not work

Phase 4

Identify key performance indicators for units that have decided to use the KPI system

Phase 5

Setting valid values of indicators that will characterize the level of performance of the work
performed:

- the base —the worst value allowed from which the counting of theresult begins;

- norm —aleve that must necessarily be achieved in the light of circumstances (for example,
the situation on the market), the characteristics and complexity of work, the capabilities of the
employee;

- atarget isan over-normative level to which one mug strive.

Phase 6

Definition of aformulafor calculating wages. But the definition of theratio of “fixed part” and
“variable part” in wages.

The fixed part, that is, the salary, is unchanged, since the base rate is predetermined and does
not depend on the outcome of the performance of functional duties.

It is on the variable of the wage component that the KPI will affect, that is, the size of the
variable part of the salary of each employee depends on the final result of his work. Thus, the
use of the KPI system motivates staff to perform their duties efficiently. The variable part of the
monetary remuneration must be at least 30% of the salary of the employee.

Along with the formula 1, a standard salary calculation is carried out.

F
ZH=—, 1
Z «y

where ZP — salary; F —fixed part; Z — variable part (premium).
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Continuation of Table 3

1 2

The calculation of the variable part is based on the results of the activity, if the known size of
the bonus fund, then the maximum bonuses are determined initially for all KPIs, depending on
their weights:

Z.» = PX, (2
where Z, — maximum premium for KPI; P —fund for employee bonuses; k —weight of the
indicator.

For calculations it is necessary to establish to what extent the indicators will affect the variable
part. The weight of the most important KPI' should not be higher than 50 %, but the least
important isnot less than 5 %. Total metric is 100 %.

The prize for each KPI is calculated as a fraction of the maximum bonus, depending on how
much the actual value of the given indicator exceeds the normative. The premium on indicators
for which the norm has not been reached is smply not charged. Formula 3 isthefinal one for
determining the size of the variable part of the employee’ s wages.

2=7Z_.%, (©)
where v — the effectiveness of the work performed.
Phase 7 Control of CRI. Only with a complete system of control may fairly determine the effectiveness

of the work performed. It will have to take into account specific key indicators. for example, the
number of calls per day for the sales department, the number of units for the production
department. It is necessary to introduce a reporting system, and to automate the metering
process.

Phase 8 Analysis of the implemented system of indicators, detection of deviations and their correction.
If the system is implemented correctly, then each employee will be able to track their
performance and the relationship between them and their wages.

Conclusions

The implementation of the CRI system is a lengthy process that requires attention and clarity of
application. The main possibility when using the CRI system is to measure the performance of the
company as awhole, its individual units and each employee. For efficient use of the system, it is necessary
to use indicators that reflect the impact of each employee’s actions on the company’s strategy. KPIs are
certain criteria (indicators) that help you understand what actions are needed to achieve the ultimate goal
and improve performance.

When devel oping the KPI methodol ogy, it isimportant to focus on:

- thecorrectness of the definition of the strategy and objectives;

- explaining the benefits of KPI to employees;

- identification of important indicators and criteria;

- control and coordinate the use of decisive KPIs.

Thus, the KPI toal is useful and has many advantages when it is used. Use this system regardless of
the size of the company. The main condition is that the determination of KPI indicators should be
consistent with all stages of the implementation of the system, since their use improves the motivation of
human resources.

Prospects for further research
The KPI system requires further research, since this issue is always in the process of development.
Despite the already established requirements for the indicators and stages of application of the system, it
needs to be improved.
Make sure you have researched as many key performance indicators as you can to determine which
ones are appropriate for your industry. From there, determine which KPI targets will help you further
understand and meet your goals, and then integrate them throughout your department. KPIs should match
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your strategy, not just your industry. The prospect of further research in this direction is to develop the
tools of the KPI system.
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