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Summary: Each performance measurement and management system should be updated and reorganized so that
it can be adequate to the changes occurring in the economic entity and the sector in which it operates. In addition,
the performance measurement system should evolve with the organization's changing strategy and continually
updated management objectives. The purpose of the study was to analyze the possibility of applying key perfor-
mance indicators in an economic entity from the energy sector and to indicate their role and importance in the
context of effective management and monitoring of progress in achieving pre-defined objectives. In the study,
a coherent set of KPIs was designed, which were used to evaluate the existing concepts in the business entity and,
at the same time, served as guidelines for choosing new directions of improvement and development concerning,
among others, reorganization and restructuring in the customer service model through the introduction of a training
system and organization design (a system of values and employee motivation), as well as obtaining permanent
savings in operating costs through reduction of own costs will make it possible to pursue an effective pricing
policy.
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Introduction

Progressive globalization processes, dynamically changing market, increased competition
and threats related to crisis phenomena require companies to develop and implement innovative
management systems (Czerwinska and Pacana 2019: 3-4; Blind et al., 2021: 33-34; Martincevic
and Kozina 2021: 1262-1263; Zwolenik and Betch 2021: 19-20). For companies, maintaining
a stable position and competitive advantage means choosing and applying an appropriate man-
agement strategy related to increasing efficiency and often innovation (Brzéska et al., 2011:
6-7;, Ulewicz et al., 2016: 89-90; Grabowska, 2017: 105-106: Svikruhova et al., 2021: 831-833).
Types of management strategies, as well as activities implemented in this plane, have been
widely described in the literature (Fredriksson and Larsson, 2012; Kazmerczak, 2000;
Legutko, 2009; Wilczarska, 2012; Antosz and Ciecinska, 2011; Antosz et al. 2013; Wolniak,
2021:100-102). One of the most important tools for monitoring the level of performance and
management in organizations are key performance indicators (ang. Key Performance Indica-
tors, KPI). They are to facilitate the assessment of the company's performance by measuring
the degree to which the objectives established in it have been achieved - which in turn facilitates
decision-making, appropriate prioritization of activities and improvement of the company's de-
velopment strategy (Babcanova, 2012: 117, Parmenter, 2016: 33-34; Grabowska, 2017:
107-108; Banu, 2018: 906-907).

The purpose of the study was to analyze the possibility of applying key performance indi-
cators in a business entity from the energy sector and to highlight their role and importance in
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the context of effective management and improvement and monitoring of progress in achieving
previously set objectives, as well as to present the direction of their evolution in the context of
changing operating conditions for the analyzed entity.

Key performance indicators in an energy business entity

The subject of consideration in the study was to indicate the possibility of implication of
KPIs and to indicate their effectiveness in monitoring the progress in achieving pre-defined
objectives. Therefore, it is worthwhile at the very beginning to refer to the explanation of the
essence of key performance indicators. However, it is important to note that explicitly captur-
ing KPIs is not straightforward. Analyzing the extremely rich literature in this area, one can
notice the ambiguity of interpretation, as well as the frequent multifaceted treatment of.

KPIs are one of the tools of Business Performance Management, i.e. a group of concepts
from the field of operations management, promoting improvement of the effectiveness of the
organization's functioning with the use of measures, processes, monitoring systems and man-
agement of the organization's results. At the same time, KPIs are an integral part of a set of
global best manufacturing practices known as World Class Manufacturing (WCM). In the lit-
erature there are over 2000 definitions of various KPIs functioning in organisations from all
sectors (Valimirovic et al., 2011: 63-64; Parmenter, 2016, Piasecka-Gluszak, 2017; Gonzalez
et al,. 2017: 559-560). Selected KPI definitions are included in Table 1.

Table 1. Selected definitions of key performance indicators

Lp. | Note Definition of
Neely, Ad-
1 ams and A parameter to quantify the effectiveness and/or efficiency of past actions.
| Kennerly,
2002

. Any, measure, percentage, ratio or average that can help an organization
2. Clifton, 2012 . . . . . . .
quickly understand incoming data in the right context and at the right time.

Kpi are measurable measurements, previously agreed upon, that reflect the

3. | Reh, 2012 key success factors of the organization.
Kang, ct al. A set of measurable and strategic parameterg depicting the operational
4, 2015 ’ > | achievements of a company, playing a key role in the creation of a measure-
ment system (achievements).
SO 22400- The quantifiable level of achievement of the cn"Fical objective. 1SO 22400
5. 1:2014. 2014 also states that key performance measures come directly from the aggregation

function, physical measurements, data and other KPIs.

B " They are measures or indicators that assess performance against certain ob-
arone  et.

6. 1 2011 jectives. They are routinely used by the organization to measure both success
al. ; . . .
’ in achieving strategic goals and the quality of.

Tesoro and
7. Tootson,
2000

KPIs can explain a set of numbers used to measure a process or outcome so
that the effect within the organization is determined relatively easily.

Key performance measures (KPIs) help organizations understand how well
8. Marr, 2010 . ) ) . .
they are performing against their strategic objectives. In the broadest sense,

42



Karolina Czerwinska, Andrzej Pacana

a key performance measure provides key performance information that ena-
bles organizations or their stakeholders to know whether the organization is
on the right track. Key performance measures are used to simplify organiza-
tional characteristics into a small number of key metrics to increase organi-
zational effectiveness.

KPIs or key performance measures are selected metrics that provide insight

Kaplan, into business performance and enable decision makers to take action to

2009 achieve desired results. Organizations that measure performance identify
several key success factors that address specific strategic objectives.

Key performance measures are commonly used by companies as a tool to

10 Al-Mutairi, | assess performance. They form the basis of an achievement system that turns

© ] 2012 the company's strategic goals into short-term objectives. Establishing clear

and actionable KPIs serves to manage performance well.

A KPI is atool used to convey knowledge about the relative health of a com-

Peng et al. papy or part of a company. A Kpi is a specific measure (a quantitative, peri-

11. 2007 ” | odic measurement of one or more processes) selected from among all col-

lected or possible indicators in a company in such a way as to provide as
much information as possible in a single measurement (key measurement).
Note: Own elaboration based on: Neely et al., 2002; Clifton, 2012; Reh, 2004; Kang, et al., 2015; ISO 22400-
1:2014, 2014; Barone et. al., 2011; Tesoro and Tootson, 2000; Marr, 2010; Kaplan, 2009; Al-Mutairi, 2012; Peng
etal., 2007.

The analysis of the definitions of KPIs contained in Table 1, contributed to the formulation
of the definition of key performance indicators, which reads as follows: a key performance
indicator is a carrier of information, in the form of an index, an absolute measure or statistics
of a specific process, serving to quantify achievements (of the technical, organizational and
economic sphere), identify priority processes, operations, activities and values mobilizing em-
ployees to achieve the objectives and corporate strategy. Given the wide range of KPI appli-
cations in organizations, in the authors' opinion, they are a convenient tool for building an ef-
fective performance measurement system.

Methodology of building performance measurement system

The measurement of the achievements of business entities can be carried out on many lev-
els. It is possible to measure all economic aspects in the organization, i.e. processes, phenom-
ena, streams, but the preparation and implementation of the performance measurement method
should be adequate to the specificity of the organization. This action can be divided into two
parts (Nowak 2012: 39):

1. thorough analysis of the economic entity and development of an appropriate perfor-

mance measurement system,
2. implementation of the developed performance measurement system and its improve-
ment and ensuring its adequacy.
The indicated two stages of activities can be divided into nine actions contributing to en-
suring an appropriate level of effectiveness of the performance measurement system. These
activities are shown in Figure 1.
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B- value of bad
debts written off,

C - value of receiv-
ables recovered in a
given period,

D - revenue in a
given period

(A+B-0)
D
-100%

A -value of receiva-

X m?/hiwiecej - 110,

prenid - . blest dover 30 days X m3/h - 100,
repaid receivables ratio | past due, 0 3
over 30 days B- value of bad /o X m3 /h-770,
debts written off, X'm”/h - 50,
C - value of receiv- X m?/himnigj - 0
ables recovered in a
given period,
D - revenue in a
given period
A—-B
( B ) -100%
X m?/hiwiecej - 110,
Lol , . A - actual costs in a X m?/h - 100,
mplementation of own | . given | % X X m® /h - 70
costs . >
settlement period X m3/h - 50
B - costs planned in 34 - .
the branch ina given Xm/himniej - 0
settlement period

Source: own study

In Table 2, values for which commercial confidentiality applies are indicated as 'X.

A separate group in the analysed entity are the internal indicators (Table 2), which are used
to measure and evaluate processes for the needs of the top management of the organisation.

Externally-oriented indicators - fixed, are quantitative and qualitative in nature. These in-
dicators are characterised by repetition in each analysed period. On the other hand, externally
oriented indicators - variables, are characterized by their qualitative nature. This set of indica-
tors is initiated according to changes in the structure of both internal, external conditions and
needs. The configuration of the group of variable indicators is modified depending on factors
such as: the initiatives of the supervisor, the implications determined by the update of the strat-
egy in relation to the trading area, the progressive conditions of the external environment.

Results and analysis

The research analyzed the results obtained by the business unit over a period of 2 years.
Due to the selective ability to present results, the analysis presents key performance measures
externally targeted in a group of variables. The results in terms of the level of implementation
of the initiatives are illustrated in Figure 2.

47









Analysis of the possibility of using KPIs in measuring the achievements of business entities from the energy

Conclusion

A performance measurement system that is not adapted to the individual nature of the busi-
ness unit contributes to a loss of control, which translates into an inability to effectively manage
the organization. For this reason, it seems crucial to develop an adequate measurement system
for the needs and specificity of the organization with the use of appropriate measures - KPIs.
The correct development and positioning of measures in relation to the conditions and needs of
a given economic entity will ensure the effective and reliable assessment of the objectives pur-
sued by the entity. Therefore, the performance measurement system should be updated due to
emerging changes not only in the company itself, but also in the environment. The use of KPIs
has made it possible to prioritize activities, which facilitates rapid decision-making.

The study confirmed the effectiveness of using KPIs in a business unit in the energy sector.
The proposed indicators made it possible to monitor the level of fulfillment of the established
initiatives and modernization plans, and made it possible to identify the critical areas in the
organization (low level of satisfaction). It was found that the shape and scope of the perfor-
mance measurement system depends on the structure of factors that determine the functioning
of a business unit. The study indicates the framework and directions of development of key
indicators of the performance measurement system based on the premises resulting from
changes in the environment.
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