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INTRODUCTION OF KPI METHOD INTO
THE SYSTEM OF FINANCIAL SECURITY
ENSURING AT THE ENTERPRISE

Abstract. The author resolves important scientific and practical tasks on development of the methodological approach to the
evaluation of personnel as the basis of financial security. Key findings and recommendations are as follows.

It is determined that the evaluation of staff is a procedure that is performed to identify the extent to which professional, business
and personal qualities of the employee, quantitative and qualitative results of its work correspond to certain requirements of pro-
duction and the enterprise.

22 staff assessment methods are revealed — they are descriptive method of valuation, classification method, the method of
assessment of work regulation, the method of questionnaires and comparative questionnaires, tests, comparison method, the
method alpha-numeric scale, interviewers, structured behavioral interview, committees method, «360 degrees» method, method
of independent judges, ‘assessment center, method of business games, a method of management by objectives, management
of achievements, the method of the standard benchmarks, the method of crucial situations, the method of rating behavioral set-
tings, a method of the behavior observation scale and a method of specified distribution.

It is proved that today acceptable method of staff evaluation is key performance indicators method (KPI), as it combines global
goals with the goals of the enterprise and individual employees. This helps to improve the quality and efficiency of the staff of
the company as well as the performance of the organization. Based on the comparison of actual performance achieved with
defined KPI the achieved results of an employee are derived. This allows you to reward him for the work. The advantages of
using the KPI method is that the employee bonus depends on the performance of his personal KPI; for each employee there is
the assigned responsibility for a particular area of work; an employee is aware of its contribution to achieving the common goal
of the company; KPI method focuses on staff motivation.

Application of KPI method in ensuring financial security of the company will improve the quality and efficiency of the staff of the
company.

Hence, if the financial director of the company fulfills the plan of the key performance indicators of 100%, he will receive the
planned salary according to the established norm of labor payment fund.
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K. B. OpexoBa

KaHanAaT eKOHOMIYHMX HayK, OOLEHT, XapKiBCbKMI iHCTUTYT B6aHKIBCbKOI crnipaBu

YHiBepcuTeTy 6aHKiBCbKOi cnpasu HauioHanbHoro 6aHky Ykpaiium (Kuis), Xapkis, YkpaiHa

YNPOBADKEHHA METOAY KPI B CACTEMY 3ABE3NEYEHHA

®IHAHCOBOI BE3MNEKW NIANPUEMCTBA

AHoTauifa. Po3rnAHYTO Cy4acHi MeToam OuiHIoBaHHA nepcoHany. [JoBeaeHo, WO CbOroAHi HanbinbL NPUAHATHO BUKOPUCTO-
ByBaTV METOZ KJIOHOBMX MOKa3HWKiB edekTuBHOCTI (KPI), OCKinbku BiH noegHye rnobasnbHi wini nignpvemctea 3 uUinaMu
niapo3ainiB Ta okpemux npauiBHUKIB. Llelt MeTon A03BONAE NIABULIMTY AK AKICTb po6OTM nepcoHany, Tak i epeKTUBHICTb
[iANBHOCTI NiANPMEMCTBA 3arasiom.

Ha ocHOBI MOPIBHAHHA peanbHO AOCArHYTUX MOKa3HWKIB i3 OLIHEHUMM BM3HA4aloTbCA pe3ynbTaTh npaui cniBpobiTHMKa, 3a
AKMMU BiH MOXE OTpMMAaTK BiANOBIAHY BuHaropoay. lNepesaramm BukopuctaHHa metoay KPI € 1oro opieHTauia Ha MmoTuBaito
nepcoHany: po3mip 6oHyca cniBpobiTHMKa 6e3nocepeaHbo 3aneXxXnTb Bif, BUKOHAHHA Oro nepcoHanbHux KPI; 3a KOXXHUM
CniBPOGITHUKOM 3aKPpinneHo BiANOBIAANBHICTL 3a NEBHY AINAHKY PO6OTH; CMiBPOBITHWK YCBIAOMNIOE CBill BHECOK Y AOCATHEH-
HA CninbHOI MeTW nmignpuvemcTBa. HagaHo npakTWyHi pekomeHaauii Wwoa0 BNpOBaAXKEHHA ONMCaHOro MeToay OUiHOBaHHA
nepcoHany B cuctemy 3abesneyeHHA (piHaHCOBOI 6e3neKn nignpuemcTaa.

Knioyosi cnosa: nignpnemcTso; hiHaHcoBa 6e3neka; nepcoHan; MeToAu OLiHIOBaHHA nepcoHany; meton KPI.

E. B. OpexoBa

KaHOMAaT 3KOHOMUYECKUX HayK, AOLEHT, XapbKOBCKUA UHCTUTYT 6aHKOBCKOro Aena

YHuBepcuteTa 6aHKoBCKOro aena HaumoHansHoro 6aHka YkpaunHbl (Kues), XapbkoB, YKpanHa

BHEAPEHUE METO[AA KPI B CUCTEMY OBECINEYEHUA

PUHAHCOBOUW BE3OMNACHOCTU NPEANPUATUA

AHHOTaumA. B cTtatbe paccMOTpeHbl COBPEMEHHbIE METOAbl OLeHMBaHUA nepcoHana. [lokasaHo, 4To cerogHA Havbonee
NpUeMNEMO NCNONb30BaTb METOA KIOYEBbIX Nokasatenen adpdekTnHocTH (KPI), Nockonbky oH 06beanHAET rnobanbHble
uenun npeanpuAaTuA ¢ uenavm no,qpas,qeneHmPl 1N OTAENbHbIX pa6OTHI/IKOB. ,D,aHHbII7I MeTO[ NOo3BOJIAEeT NOBbICUTb Ka4eCTBO pa-
60Tbl NepcoHana v apheKTUBHOCTb AeATENbHOCTY NPeanpUATUA.

[MyTem cpaBHEHNA peanbHO AOCTUMHYTLIX MoKasaTenen ¢ OLUEeHEeHHbIMU ONpPeAenaAlnTCA pesynbTaThl TpyAa COTPYAHMKA, 3a
KOTOpble OH MOXET 6bITb BO3HarpaxaeH. lNpenmyliectsamu ncnonb3osaHna metoga KPI ABnAaeTcA ero opveHTaumAa Ha Mo-
TVBaUMIO NepcoHana: pasmep 60Hyca COTPyAHNKA HEMOCPEACTBEHHO 3aBUCUT OT BbINOSHEHMA ero nepcoHanbHbix KPI; 3a
KaxkAblM COTPYAHMKOM 3aKpensieHa OTBETCTBEHHOCTb 3a OnpeAeneHHbIN y4acToK paboTbl; COTPYAHUK OCO3HAEeT CBOM BKNaz,
B AOCTWXKEHWe obLen uenu npeanpuaTtuna. NpeanoxeHbl NpakTMYeckne pekoMeHaaumm no BHeapeHunio metogda KPI B cuc-
Temy obecneyeHnA mHaHcoBON 6€30MacHOCTN NPeANpPUATHA.

KnouyeBble cnosa: npeanpuaTtue; orHaHcoBasa 6e3onacHOCTb; NepcoHast; MeToAbl OLeHUBaHNA nepcoHana; meton KPI.
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Introduction. The need for professional evaluation of per-
sonnel has increased in market economy. This is due to the
need to improve the efficiency of financial and economic activi-
ty, which in its turn presupposes the responsibility of each
employee for his work.

Secondly, the current trends of human development poten-
tial such as the growth of labor services rates, the increasing
role of human resources in the production of goods and ser-
vices, continuous professional growth of requirements for per-
sonnel, require businesses staff qualifications improvement as
well as high motivation of labour [1].

Thirdly, enterprise development is influenced by changes in
the environment, which defines the need to combine quantita-
tive and qualitative characteristics of plant personnel with the
new requirements without which the company plans remain
unfulfilled and the productivity and motivation of company per-
sonnel decreases.

Brief Literature Review. Today the increasing number of
publications is devoted to personnel evaluation. Among fo-
reign scientists who have made significant contributions to the
development of this issue are A. Lusardi and O. S. Mitchell
(2014) [2], K. Munshi (2014) [3]. The Ukrainian and Russian
scientists who challenged the evaluation of personnel are G.
M. Azarenkova (2014) [4], K. M. Didur (2011) [5], A. M. Zlenko
(2013) [6], S. V. Pozdnyakova (2013) [7], A. V. Shaperenkov
(2004) [8].

The analysis of the mentioned authors research revealed
that current problem of plant personnel evaluating still remains
unsolved, as some existing methods can assess only a few
ways of personnel activities. Although, the most complete and
accurate information about the company staff can provide only
the method of its complex comprehensive evaluation. This
greatly complicates the process of well-grounded management
decisions taking on financial and economic activities as well as
ensuring an enterprise’s financial security and financial devel-
opment.

Relevance, practical importance and the lack of these
issues research resulted in the choice of current work theme
and defined its goals and objectives.

Purposes: to develop methods of complex personnel eva-
luation and its implementation for financial security ensuring;
to achieve the goal, the following
tasks are set in the research; to

many techniques, methods of evaluation that yield different
results in terms of objectivity. In foreign practice the ideal meth-
ods of evaluation staff lack and researchers and practitioners
often hold opposing views on the feasibility of various methods
of personnel evaluation or level of its objectivity. You must select
the correct evaluation methods of the employed staff, as it
affects not only the effective management, but also directs the
activities of the increase in profits and the overall operation of
the company.

Didur K. M. (2011) [5] notes that today the most common
are the following methods of personnel evaluation. They are
descriptive method of valuation, classification method, the
method of assessment of work regulation, the method of ques-
tionnaires and comparative questionnaires, tests, comparison
method, the method alpha-numeric scale, interviewers, struc-
tured behavioral interview, committees method, «360 degrees»
method, method of independent judges, ‘assessment center’,
method of business games, a method of management by
objectives, management of achievements, the method of the
standard benchmarks, the method of crucial situations , the
method of rating behavioral settings, a method of the behavior
observation scale and a method of specified distribution.

Among the foreign key personnel evaluation methods are
considered: Assessment Center, Management by Objectives,
Key Performance Indicators (KPI), «360», but there are a lot of
their combinations (Table 1) [9].

We believe that today an acceptable method of evaluation
staff is KPI, as it combines global goals with the goals of the
enterprise and individual employees. This helps improve the
quality and efficiency of the staff of the company. Based on the
comparison of actual performance with the defined KPI the
achieved results on an employee are defined. This allows you
to reward him for the work. The advantages of using the method
KPI is that the employee bonus depends on the performance of
his personal KPI. For each employee there is the assigned
responsibility for a particular area of work. An employee is
aware of its contribution to achieving the common goal of the
company. KPI method is focused on staff motivation [10].

The implementation of KPI method in ensuring financial
security of the company is to be performed in several stages
[8].

consider modern methods of staff
evaluation; to select an appropri-
ate method of staff evaluation; to

Tab. 1: Comparative analysis of methods of assessing plant personnel

provide practical advice on imple-
menting of an acceptable method
of staff assessment in ensuring
financial security of the enterprise.

Results. Evaluation of staff is
a procedure that is performed to
identify the extent of conformity to
which professional, business and
personal qualities of an emp-
loyee, quantitative and qualitative
results of its work certain require-
ments of production and labor in
the company is measured [6]. Ta-
king into account the constant
changes of requirements for pro-
fessional qualification of person-
nel its objective quality assess-
ment bears special importance.
So, it will identify the knowledge,
skills and expertise that a certain
employee lacks. This assessment
will enable to assess the person-
nel development.

Evaluation of staff is too com-
plex management problem. One
should admit that the theoretical
and methodological aspects of it
are underdeveloped. In practice,
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Method”

Advantages

Disadvantages

Assessment
Center

It is impossible to falsify the results.
Diversity and mix of opportunities to
unleash the potential of each participant
with precise methods of evaluation.

High organizational costs
Considerable time

The high cost of the method compared
with other methods of assessment.
High levels of stress when receiving
feedback.

MBO

Employees understand the criteria for
success of their work prior to the execution
of tasks (transparency of the evaluation and
measurement of achievement simplicity).
Improving fairness in the appointment of
staff remuneration.

The development staff initiatives of
motivation.

The method is optimal for the time spent.

The method is rather subjective, as the
tasks are estimated usually by one person
(manager).

Setting goals and criteria required
financial and time costs for their
development.

Focusing on past achievements employee,
and not on its development in the future.

KPI

An employee bonus depends on the
performance of his personal KPI.

For each employee there is the assigned
responsibility for a particular area of work.
Employee understands his contribution to
achieving common goals of the company.
The method is aimed at motivating staff.

The method requires considerable time.
Defining performance is very time-
consuming process and requires the
project participants knowledge of the
subject area, experience and creativity.

The method
of "360"

Obtaining comprehensive evaluation for one
employee.

Create and strengthen trust relationships
with customers.

Simulation evaluation criteria to the
requirements of corporate standards.

The objectivity of the results.

Only competence is evaluated, but not
performance.

The need for a high degree of privacy.
Difficulty in obtaining information from
colleagues on the evaluation.

Stress effect on the employee.

The complexity in processing the results.

Note. Method* is a method of evaluation of personnel.
Source: Own development based at [9]
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Step 1: To establish a list of positions
in the organizational structure of the com-
pany, which will form the motivational
scheme (the principle of conformity of key
performance to the level of organizational
structure):

The level of «CEO» (owner) — the
goal of the first level (plan/actual);

The level of «management» (heads of
departments) — the objectives of the sec-
ond level of performance + planning work
(plan/actual);

The level of «ordinary staff» — achie-
ving goals + performance of routine tasks
(plan/actual).

Step 2: To identify key performance
indicators (KPI) for the position and supe-
riority of each employee based on the
objectives set for this level of organiza-
tional structure (Table 2).

MONEY, FINANCES AND CREDIT

Tab. 2: The most common KPI

Key performance indicator

KPIs formula for calculating
key performance indicators

Financial performance

Proceeds from the sale of goods (works, services)

Actual revenue from sales
Planned revenue from product sales

Operating profit

Actual profit from operations
Planned profit from operations

Accounts receivable

Actual receivables
Planned receivables

Other indicators

Actual
PLAN

Non-financial (qualitative) indicators

Timely submission of reports

Actual submission period
Planned deadline for submission of the report

Implementation of the plan visits clients

Actually visiting customers
Scheduled visiting customers

Staff turnover

Actual percentage of staff turnover
Planned percentage of staff turnover

The number of new customers attracted

The actual number of new customers attracted
The planned number of new customers attracted

Other indicators

Actual/Plan

Source: Own development based at [11]

Step 3: To determine the order of cal-
culation parameters (Table 3). They were
made from the survey results of machine-building enterprises’
financial managers in Kharkiv region.

Step 4: To determine the percentage of key performance
indicators (Table 4).

The spread of percent achievement of key performance in-
dicators and enterprise value ratios one should define yourself.
The objectives of the enterprise, the specificity of the market
and of enterprise, standards of payroll are influenced it.

Step 5: To determine the formula whereby staff motivation
will be pay rolled. To define the concept of «fixed part», «va-
riable part» and «bonus» to pay.

Step 6: To determine the formula for calculating the variable
part of the salary.

Step 7: To check, which means to calculate the entire pos-
sible wage for all possible values of the KPI.

Step 8: To check out the document of «employee motivation

This is a rare case where if the terms change the amount
does not change, because the total amount of the variable can
have different meanings.

For the further examples we take the ratio of fixed and vari-
able parts of pay «50 to 50», i.e. 30 000 = 15 000 (fixed part) +
+ 15 000 (planned amount of the variable part).

Determine the impact of key performance indicators for the
variable part of wages. To do this, set the key performance indi-
cators for the post of finance manager, for example:

KPI 1 - percentage of the plan of products (goods and ser-
vices);

KPI 2 — percentage of the work plan.

Typically, staff motivation scheme commonly uses optimally
3-5 KPI.

To establish the extent to which each of the selected KPI
affect the variable part of the salary, we define the weight of
each variable part of the salary (Table 5).

scheme».

We are going to provide practical ad-
vice on implementing an acceptable me-
thod of assessment staff in ensuring fi-
nancial security [11].

Usually, the standard a formula of
staff motivation is as follows:

Wages = fixed part (salary) +
+ variable part.

If provided bonuses, the formula of
staff motivation is as follows:

Wages = fixed part + bonus +
+ variable part.

The relationship between fixed and
variable parts depends on the goals of the
situation at the plant and specific market
in which the enterprise operates.

Example. For instance, the average
wage in the market for office «financial
manager» is 30 000 hryvnas per month. It
may consist of different ways. For exam-
ple, 30% may hold fixed part, that is 9000
UAH and 70% variable, i.e. 21 000 UAH.

Total: 30 000 = 9000 (fixed part) +
+ 21 000 (planned amount of the variable
part). This is an aggressive scheme that
can be used, for example, when the prod-
uct (goods, works, and services) is laun-
ched on the market.

If the company already has the desi-
red market share and has to retain it,
when the situation in the company and the
maket is stable, the fixed portion may be
equal to 70% and variable — 30%. In this
case, 30 000 = 21 000 (fixed part) + 9000
(planned amount of the variable part).
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Tab. 3: Connection of goals with key indicator of activity efficiency

Key indicator of activity
efficiency

No. Goal of the enterprise

Formula of calculating of
key indicator of efficiency

The commercial aim: to
carry out a monthly plan

Planned sales

The actual volume of sales
The planned volume of sales

sales. 350 thousand
hryvnas a month on the
territory B between
01.01.13 to 31.12.13

Increase sales volume by 20%

The actual increase of sales
volume

The planned increase of sales
volume

The commercial purpose: to

2 increase the average sum of | The sum of shipping products

production shipping by 15%

The actual shipping products
The planned amount of shipping
products

To increase the number of
customers by 10% in the
period from 01.01.13 to
01.07.13 on the territory B

the company

The number of clients based in

Actual number of clients

The planned number of clients

Qualitative objective:
To develop and hold the

Visiting the event by clients

Actual number of clients
The planned number of clients

4 event for 50 clients (30%
key and 70% potential)
from 01.02.13 to 01.03.13

The budget of the event

Actual budget
The planned budget

Source: Own development

Tab. 4: Percentage of key indicator performance of the activity efficiency

Percentage of key indicator . .
performance of the activity efficiency Ratio Characteristics
Implementation of the plan less than 50% 0 unacceptable
Implementation of the plan 50-89% 0.5 Low level
Implementation of the plan 90-100% 1 Achieving t;;’sr?)t valuei(the
Implementation of the plan 101-120% 1.2 Leadership
. Aggressive leadership or

Implementation: :of ‘the: plan; mare than 1.50r2o0r1(*) management planning accuracy
120% (%)

Notes: (**) — Ratio is set depending on the company policy regarding over-plan. (*) — The coefficient of 1.5
or 2 means that the employee is motivated by the significant over-plan. Factor 1 will serve as the limits for an
employee - he will not underestimate the plan to surpass it, because in this case it will receive coefficient that
corresponds to the implementation of the plan at 100%, but no more.

Source: Own development
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As can be seen from the Table 5, both indicators affect the
variable portion of salary evenly. This means that the achieve-
ment of each of them is equally important.

Define the values of the coefficients for key performance
indicators (Table 6).

To simplify further calculations the same values for coeffi-
cients KPI 1 «plan sales performance» KPI 2 «performance of
the plan» are set.

The scheme of calculating the variable part of the salary is
as follows (Table 7).

The scheme of calculating the variable part of the salary =
= the planned amount of the scheme of calculating the varia-
ble part of the salary * (Weight KPI 1 * KPIl 1 Ratio +
+ Weight KPI 2 * KPI 2 Ratio).

main one in production, and the cost of personnel training is
necessary and effective investment into the enterprise. The
growth of human resources is conditioned only by its ongoing
development, i.e. through vocational training.
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Conclusions. Key findings and recommendations from this
research are as follows.

It is determined that the evaluation of staff is a procedure
that is performed to identify the extent to which professional,
business and personal qualities of the employee, quantitative
and qualitative results of its work correspond to certain require-
ments of production and the enterprise.

22 staff assessment methods have been revealed. It has
been proved that today acceptable method of evaluation staff
is key performance indicators method, as it combines global
goals with the goals of the enterprise and individual emp-
loyees. This helps to improve the quality and efficiency of the
staff of the company as well as the performance of the orga-
nization. Based on the comparison of actual performance
achieved with defined KPI the achieved results of an emp-
loyee are derived. This allows you to reward him for the work.
The advantages of using the KPI method is that the employee
bonus depends on the performance of his personal KPI; for
each employee there is the assigned responsibility for a par-
ticular area of work; an employee is aware of its contribution
to achieving the common goal of the company; KPI method
focuses on staff motivation.

Application of KPI method in ensuring financial security of
the company will improve the quality and efficiency of the staff
of the company.

Hence, if the financial director of the company fulfills the
plan of the key performance indicators of 100%, he will receive
the planned salary according to the established norm of labor
payment fund.

The basis for stable and efficient operation of businesses is
availability of personnel who are able and willing to work and
have a high level of professionalism. The human factor is the
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