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Abstract. This article examines the theoretical and practical aspects of using Key Performance Indicators
(KPIs) in enterprise competitiveness management. It focuses on the role of KPIs in translating strategic
objectives into measurable outcomes, integrating financial and non-financial indicators, and supporting the
development of sustainable competitive advantages. A step-by-step model for developing an enterprise
KPI system is proposed, encompassing financial stability, customer-related performance, internal business
processes, innovation activity, and employee development. Particular attention is given to the measurability of
objectives, the allocation of responsibility, the reliability of data, and the regular review of performance indicators.
The practical application of the proposed approach can contribute to improving strategic control, the quality of
managerial decision-making, and the overall effectiveness of enterprise competitiveness management.

Keywords: enterprise competitiveness, management, Key Performance Indicators (KPIs), performance
indicators, strategic management, competitive advantage, Balanced Scorecard, performance evaluation.

AHHoTauus. B cTtatbe nccnenyoTcs TEOPETUHECKMNE U MPAKTUYECKME aCMEKTbI MCMONb30BaHUS KIHYEBbIX
nokasatenen agpdpektmBHocTH (KPI) B cucteme ynpaBneHns KOHKYpEeHTOCNOCOOHOCThLI0 Npeanpustusa. Ocoboe
BHUMaHue ygensetca ponv KPl B npeobpasoBaHuM cTpaTerMyeckux Lenen B M3MepuMble pesyrbrarhbl,
MHTErpaumMm UHaHCOBbLIX U He(UHAHCOBbLIX MOKa3aTeNnen, a Takke WX 3Ha4YeHuo Ana opMUPOBaHMUS
YCTOMYMBBIX KOHKYPEHTHbIX npeumyllects. [peanoxeHa nosTanHas Mogenb (OPMUPOBAHUS CUCTEMbI
KPI npeanpuaTtunsa, BkrovarLwas rnokasateny UHAHCOBOW YCTOMYMBOCTW, B3aUMOLENCTBUSA C KITMEHTaMW,
3(pPEeKTUBHOCTM BHYTPEHHMX BM3HEC-MPOLIECCOB, MUHHOBALMOHHOW aKTUBHOCTM U pa3BuTus nepcoHana. Ocoboe
BHUMaHWE ydensercs M3MEpUMOCTU LEnen, pacnpenerneHuio OTBETCTBEHHOCTW, AOCTOBEPHOCTM AaHHbIX
N perynspHoMy nepecMoTpy fnokasatenen 3pdeKTMBHOCTU. [MpakTudeckoe npuUMEHEeHue MpenroXeHHOro
nogxoda MOXET CrnocobCTBOBaTb MOBLILEHUIO KadecTBa YMNpaBiE€HYECKUX peLueHur, 3GdEKTUBHOCTU
CTpaTEerM4yecKkoro KOHTPOs 1 0bLLEel pe3ynbTaTUBHOCTM YNPaBneHNs KOHKYPEHTOCNOCOOHOCTLIO NPeanpusiTus.

KnioyeBble cnoBa: KOHKYPEHTOCMOCOOHOCTb MPEAnpUATUS, MEHEOXXMEHT, KIoYeBble Mokasatenu
acpbektnBHoctn (KPI), nokasatenn 9EKTUBHOCTM, CTpaTerMyeckoe YynpaBieHne, KOHKYPEHTHOEe
npenmyLecTtso, Balanced Scorecard, oueHka ahpeKTUBHOCTH.

INTRODUCTION

In the modern market environment, an enterprise’s competitiveness is determined not only by its
production volume or financial performance but also by the value created for customers, the efficiency and
speed of business processes, product quality, innovation activity, and the effective utilisation of human capital.
Therefore, the systematic measurement of strategic objectives and the monitoring of their implementation are
of particular importance within the enterprise management system. Competitive advantage can be sustained
when an enterprise’s value-creating activities are managed in an integrated and coordinated manner®.
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The Key Performance Indicator (KPI) system provides an effective framework for linking management
objectives with specific and measurable indicators. However, the effectiveness of a KPI system depends not
merely on the number of indicators used but on their alignment with the strategic priorities of the enterprise.
Clearly defined responsibilities, regularly updated data, and strategically relevant indicators can enhance the
role of KPIs as an effective management and control instrument'. Therefore, the integration of KPIs into the
enterprise competitiveness management system represents a relevant issue from both scientific and practical
perspectives.

The aim of this study is to systematise the theoretical foundations for the use of KPIs in enterprise
competitiveness management and to propose a practical KPl model for enterprise management. To achieve this
aim, the study defines the conceptual foundations of KPIs, groups the key indicators associated with enterprise
competitiveness, develops criteria for their selection, and identifies directions forimproving managerial decision-
making through the effective application of KPIs.

LITERATURE REVIEW

Neely, Gregory, and Platts, in their research on enterprise performance measurement, emphasise the
importance of viewing a performance measurement system not as a collection of separate indicators but as an
integrated management system linked to the enterprise’s strategy and external environment. Their approach
highlights the importance of the content of performance measures, the interrelationships among them, and their
alignment with the operating conditions of the enterprise?.

The Balanced Scorecard concept developed by Kaplan and Norton proposes assessing customer-related
performance, internal business processes, and learning and development alongside traditional financial
indicators. This approach facilitates the alignment of strategy with day-to-day activities and enables KPIs to
focus not only on final financial outcomes but also on the underlying factors that contribute to those outcomes.

In their subsequent work, Kaplan and Norton further developed the Balanced Scorecard as an instrument for
strategy implementation and the establishment of a strategic management system. Their approach emphasises
the importance of establishing clear cause-and-effect relationships among strategic objectives, performance
indicators, initiatives, and expected outcomes.

Parmenter emphasises the importance of distinguishing KPIs from conventional statistical or operational
indicators. According to his approach, KPIs should be directly linked to an organisation’s critical success factors,
support managerial decision-making, and be monitored regularly. The author also highlights the importance
of maintaining an appropriate and manageable number of KPIs, selecting relevant performance measures,
and ensuring that indicators serve as practical management instruments rather than being used primarily for
reporting purposes.

Porter associates competitive advantage with the activities undertaken throughout an enterprise’s
value chain. From this perspective, the KPI system should be designed to measure how such areas as cost
management, product quality, logistics, marketing, customer service, and other business processes contribute
to the enterprise’s competitive position®.

From a quality management perspective, ISO 9001:2015 identifies the monitoring, measurement, analysis,
and evaluation of organisational performance as important components of the management system. This
principle further reinforces the role of KPIs in supporting evidence-based managerial decision-making*.

RESEARCH METHODOLOGY

The study employed a systems approach, comparative analysis, grouping, logical analysis, expert
evaluation, and indicator generalisation methods. To provide a comprehensive assessment of enterprise
competitiveness, KPIs were classified into five principal groups: financial performance, customers and market
performance, internal business processes, innovation activity, and human capital. This classification enables the
KPI system to capture not only performance outcomes but also the key factors associated with the achievement
of those outcomes.

Five principal criteria were used for selecting KPIs: direct alignment with strategic objectives; measurability
and accuracy of calculation; reliability of data; responsiveness to managerial decisions; and the possibility of
regular monitoring at a specified frequency. For each indicator, the target value, actual value, deviation, and

1 Parmenter D. Key Performance Indicators: Developing, Implementing, and Using Winning KPIs. 4th ed. Hoboken: John Wiley & Sons, 2019. 384

2 Neely A., Gregory M., Platts K. Performance measurement system design: A literature review and research agenda // International Journal of
Operations & Production

3 Porter M.E. Competitive Advantage: Creating and Sustaining Superior Performance. New York: Free Press, 1985.

4 ISO 9001:2015. Quality management systems — Requirements. Geneva: International Organization for Standardization, 2015.
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responsible organisational unit are determined. When analysing deviations, attention should be given not only
to whether actual performance is above or below the target value but also to identifying the factors associated
with the observed deviation.

To provide an integrated assessment of KPI performance, the following composite index can be applied:

KPI Index = Z (wi X R))

where wi represents the strategic weight assigned to the i-th indicator, and Ri represents the degree of
target achievement for that indicator. The sum of all indicator weights must equal 1:

>wi=1

This index makes it possible to integrate performance results across different areas into a single overall
assessment. However, the composite KPI index should be used in conjunction with qualitative managerial and
expert assessment, thereby providing a more comprehensive basis for evaluating enterprise performance and
competitiveness.

Statement on the Use of Artificial Intelligence. In the preparation of this study, artificial intelligence (Al)
tools were used to a limited extent, accounting for approximately 10% of the overall research process. Their
use was primarily confined to language refinement, technical editing, and structural support. The selection
of research methods, collection and analysis of empirical data, interpretation of the findings, formulation of
scientific conclusions, and development of practical recommendations were carried out and verified by the
author.

ANALYSIS AND RESULTS

In developing a KPI system for enterprise competitiveness management, it is advisable to begin with the
formulation of a clearly defined strategic objective. Each strategic objective should subsequently be linked to a
set of measurable indicators that enable management to assess progress towards its achievement.

For example, the strategic objective of “increasing market share” can be linked to such indicators as
customer growth, the share of repeat purchases, customer satisfaction, and sales conversion. Similarly, the
objective of “cost reduction” can be assessed through indicators such as production costs, unit costs, resource
efficiency, and the defect rate. Establishing such relationships between strategic objectives and measurable
KPIs contributes to aligning operational activities with the enterprise’s broader competitiveness objectives
(Table 1).

Table 1
Key Performance Indicators for Enterprise Competitiveness Management®
KPI Group Key Indicator Impact on Objectives Recommended Frequency
Financial Profitability, ROA, cost growth Elnanmal stability ?“d Monthly/Quarterly
investment capacity
Customer and Market .Markgt share, customer Customer value cr_gatlon Monthly/Quarterly
satisfaction, repeat purchases and market position
Internal Processes Cycle time, defe.Ct. rate, labor Cost and quality advantage Weekly/Monthly
productivity
Innovation _ Share of new produc_ts, Long-term competitive Quarterly/Annually
implementation of new ideas advantage
Human Capital Employee turnover, prqfessmnal Development of knoyvledge Monthly/Quarter]
development, KPI achievement and competencies

As shown in the table, a comprehensive assessment of enterprise competitiveness requires consideration
of indicators beyond profitability alone. Financial results are generally lagging indicators, reflecting the outcomes
associated with previous managerial decisions. By contrast, indicators such as customer satisfaction, order
fulfilment time, the share of innovative projects, and employee qualifications can serve as leading indicators
associated with future performance. Therefore, maintaining an appropriate balance between lagging and
leading indicators is important when developing a KPI portfolio.

The recommended model for integrating KPIs into the management system consists of three stages. At
the first stage, the strategic objectives of the enterprise and the principal factors contributing to its competitive
advantage are identified. At the second stage, one to three key KPIs are selected for each strategic objective,

5 Author’s development.
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and the calculation formula, data source, target value, and responsible person or organisational unit are
specified for each indicator. At the third stage, KPI results are regularly monitored, factors associated with
deviations are analysed, and appropriate managerial measures are developed where necessary.

An important aspect of the KPI system is the alignment of performance indicators with both employee
incentives and the strategic interests of the enterprise. Focusing employee rewards predominantly on a single
indicator may reduce attention to other important dimensions of performance. For example, an excessive
emphasis on rapidly increasing sales may be accompanied by reduced attention to customer service quality or
an increase in accounts receivable. Therefore, KPIs should be mutually balanced, while the incentive system
should incorporate qualitative criteria alongside quantitative performance outcomes.

The integration of KPIs into digital management dashboards also provides important opportunities for
strengthening enterprise competitiveness management. When data obtained from Enterprise Resource
Planning (ERP), Customer Relationship Management (CRM), and other information systems are consolidated
within a unified dashboard, management can identify significant deviations and monitor performance in near real
time. The effectiveness of digitalisation in this context can be further strengthened by ensuring data accuracy, a
unified measurement methodology, and consistent definitions of indicators across organisational units.

Within the proposed KPI system, a Corporate Competitiveness Index (CCl) can also be developed to
provide an integrated assessment of enterprise competitiveness. Under this approach, different weights are
assigned to the financial, customer and market, internal process, innovation, and human capital dimensions.
For illustrative purposes, the financial dimension may account for 25% of the overall index, customer and
market performance for 20%, internal processes for 25%, innovation for 15%, and human capital for 15%.
These weights should not be interpreted as a universal standard; rather, they may be determined through
expert evaluation according to the enterprise’s industry characteristics, strategic priorities, and competitive
environment (Table 2).

Table 2
Proposed Structure and Weighting of the Corporate Competitiveness Index (CCI)¢
Dimension Weight, % Sample KPI Assessment Focus
Financial 25 Profitability, ROA Sustainable profitability
Customer and Market 20 Market share, f:ustomer Market position
satisfaction
Internal Processes 25 Cost, cycle time, defect rate Operational excellence
Innovation 15 Share of new products Future competitive advantage
. Qualifications, employee .
Human Capital 15 - Competencies
turnover, productivity

The analysis indicates that the KPI system can contribute to addressing three key management
objectives simultaneously: translating strategy into measurable tasks, aligning the activities of different
organisational units with common strategic objectives, and enabling timely managerial adjustments based
on performance results. The effectiveness of the system can be further strengthened by maintaining an
appropriate number of strategically relevant KPls, selecting indicators on the basis of their managerial
significance rather than solely their ease of measurement, balancing quantitative targets with qualitative
performance criteria, and ensuring a high level of data quality.

The integration of the KPI system with digital management dashboards enables management to identify
significant deviations promptly and respond to changes in performance indicators in a timely manner. In this
context, particular attention should be given to ensuring the accuracy and consistency of data obtained from
systems such as Enterprise Resource Planning (ERP) and Customer Relationship Management (CRM),
applying a unified measurement methodology, and clearly defining areas of responsibility. KPIs should
encourage employees to focus not only on quantitative results but also on quality, strategic priorities, and
long-term objectives, thereby supporting a balanced improvement in performance across different areas of
enterprise activity.

6 Author’s development.
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CONCLUSIONS AND RECOMMENDATIONS

The use of Key Performance Indicators (KPIs) in enterprise competitiveness management provides a
framework for linking strategic objectives with measurable results, supporting data-driven managerial decision-
making, and systematically monitoring the key factors associated with competitive advantage. By extending
beyond financial performance to incorporate customer and market, internal process, innovation, and human
capital indicators, the KPI system contributes to a more comprehensive assessment of an enterprise’s long-
term competitiveness.

Based on the findings of the study, several practical recommendations can be proposed. First, each
enterprise should establish a focused and prioritised KPI portfolio aligned with its strategic objectives. Second,
a structured KPI profile should be maintained for each indicator, specifying its calculation formula, data source,
target value, monitoring frequency, and responsible organisational unit. Third, an appropriate balance between
lagging and leading indicators should be maintained to enable the assessment of both achieved results
and factors associated with future performance. Fourth, KPI results should serve as an analytical basis for
developing appropriate managerial measures and supporting timely decision-making. Fifth, KPIs should be
reviewed periodically, and at least annually, to maintain their alignment with the enterprise’s strategic priorities
and evolving market conditions.

Overall, the KPI system should be regarded not merely as a monitoring mechanism but as a practical
instrument of strategic management. Its effectiveness is determined primarily by the extent to which indicators
are aligned with strategic objectives, the reliability and consistency of the underlying data, and the effective
integration of performance results into managerial decision-making. This approach can contribute to aligning an
enterprise’s internal capabilities with market requirements and creating favourable conditions for the sustainable
strengthening of its competitiveness.

Based on the findings of the study, the following practical recommendations are proposed:

1. Develop a strategically aligned and balanced KPI portfolio. Enterprises should select a focused set of
KPIs that directly reflect their strategic objectives and cover the key dimensions of competitiveness, including
financial performance, customer and market performance, internal business processes, innovation, and human
capital. An appropriate balance between leading and lagging indicators should be maintained to support both
current performance assessment and forward-looking management.

2. Establish a standardised KPI monitoring and responsibility framework. Each KPI should have a clearly
defined calculation methodology, data source, target value, monitoring frequency, and responsible organisational
unit. This approach can strengthen data consistency, clarify managerial responsibility, and provide a reliable
basis for evaluating progress towards strategic objectives.

3. Integrate KPI monitoring with digital management systems. Enterprises should consider integrating KPI
data from ERP, CRM, and other corporate information systems into unified digital dashboards. Such integration
can facilitate timely performance monitoring, support the identification of significant deviations, and provide
managers with relevant information for evidence-based decision-making.

4. Introduce a regular KPI review and improvement mechanism. KPI portfolios should be reviewed periodically,
and at least annually, to maintain their alignment with changes in the enterprise’s strategy, market environment,
technological development, and competitive priorities. The results of KPl assessments should be incorporated
into managerial decision-making, resource allocation, employee development, and strategic planning.
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