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Abstract

The development of the innovative economy is a powerful incentive for business in the context of increasing
efficiency, productivity and digitalization of business processes. To conduct a full-fledged assessment of
the company's activities, the work of the heads of key areas and divisions, it is advisable to introduce a KPI
system that can allow focusing exclusively on significant areas and indicators. In this part, it is particularly
important to include non-financial indicators in the KPI system that allow you to analyze the business within
the framework of those aspects that are related to changes in the internal and external environment, but it
is impossible to evaluate them using monetary units. The article describes the principles of collecting non-
financial information in an innovative economy and digital modernization. A two-stage study of non-
financial statements of 30 largest companies in the Russian Federation was conducted in order to identify
non-financial KPI in them and establish their relationship with management decisions. In this part, we
examined aspects of the company's activities related to the indicators of the "Vector of sustainable
development" index and the key thematic areas of GRI for improving the company's non-financial
reporting. The significance of digitalization is considered in the context of using electronic document
management and collecting non-financial information with its help in order to further include it in the KPI

report.
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1. Introduction

Innovation processes that take place in the economy of all countries of the world are of critical
importance. This is primarily because innovations bring to a qualitatively new level the financial and
economic activities of the enterprise from the standpoint of ensuring sustainable development and
efficiency of management decisions. This fact is particularly relevant in the current situation, when
uncertainty in the external environment is increasing, because of the COVID-19 pandemic consequences.
The turbulence observed by experts and analysts indicates that the business's financial strength and
development potential may face the threat of not being able to implement them due to the significant risks
inherent in the internal and external environment (Chuyang et al., 2020).

The development of the innovation sphere is actively supported by the government and state bodies
of all countries of the world, which helps to stimulate the digital modernization of economic, social, legal
and other processes in society. The number of innovative enterprises is growing every year. Figure 1 shows
the distribution of shares in the number of organizations in the Russian Federation by five key types of
economic activity. According to the data of the Federal state statistics service of the Russian Federation for
January-June 2020, the largest share among organizations that performed research and development are
organizations whose main economic activity is research and development in the field of natural and
technical Sciences (1,853 units — 51%). In second place are organizations whose main activity is vocational
education (936 units — 25%). This is followed by industrial enterprises (502 units — 14%), research and
development in the field of social Sciences and Humanities (211 units — 6%), production of computers,

electronic and optical products (145 units — 4%).

m Research and development in
the field of natural and
technical Sciences

® Professional education

= Industry

Research and development in
the field of social Sciences and
Humanities

B Manufacture of computers,
electronic and optical products

Figure 1. Structure of the number of organizations (TOP 5) that performed research and
development in January-June 2020

Source: authors based on (Federal State Statistic Service, 2020).

According to the presented analytical materials, it can be concluded that the specifics of the
presented types of economic activity are correlated with the features of innovation processes. These types

of activities have the goal of continuous improvement, increasing efficiency, which is impossible without
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the development and implementation of innovations. Non-financial indicators have a number of advantages
that demonstrate the need to consider them when making management decisions, as well as the feasibility
of integration with financial parameters as part of an integrated KPI system:

- non-financial indicators are correlated with the company's long-term strategy. As a rule, financial
indicators are not designed to be used over a long period for making decisions based on them;

- non-financial indicators allow you to assess the degree of achievement of non-financial goals
related, in particular, to customers, suppliers, competitors, the social sphere, the environment, and so on;

- anumber of researchers note that due to non-financial indicators, it is possible to more reliably and
objectively determine the value and value of intangible assets, intellectual (human capital), and innovative
processes occurring in the company;

- non-financial indicators can reflect the long-term benefits of management decisions. This point is
especially relevant in the conditions of an innovative economy, when economic entities are interested in
investing research, development, and intellectual work. Forecasting future cash flows and financial results
from the investment, in addition to determining non-financial parameters related to future benefits, will
significantly increase the reliability of the estimated situation;

- non-financial indicators can be used by managers for self-assessment and self-monitoring in order
to improve their activity performance.

Analysis of KPI and identification of factors that influence them are the stage before making
management decisions. This raises the question how to collect the necessary information. Digital
modernization of all processes taking place in the economy has "merged" into the corporate governance of
modern business structures. Electronic collection and processing of information enable you to reduce time,
labor and financial costs. Automation of information collection and processing processes allows you to
configure algorithms so that the software product used by the company generates KPI set by managers in

the context of financial and non-financial indicators.

2. Problem Statement

Management decision-making in an innovative economy should be based on a set of indicators that
describe the financial and economic activities of the company from all its sides in the context of financial
and non-financial indicators. To this end, it is necessary to create a KPI system, which, in particular, will
include non-financial indicators and ensure their collection in the context of digitalization of economic
processes. Doing business in an innovative economy involves many risks that can only be managed based
on an analysis of the company's internal and external environment. It should be noted that the complexity
and versatility of the internal and external environment of the company determine the relevance of research
not only quantitative aspects of the business (expressed in financial indicators), but also qualitative
(expressed in non-financial indicators). This is because it is often impossible to describe the observed
economic processes unambiguously in the form of a financial indicator. Many factors that affect business
performance are not measurable in monetary terms, but their impact on the business is significant. In
addition, recent research shows that financial-oriented performance assessment systems are not effective

enough.

771


http://dx.doi.org/

https://doi.org/10.15405/epsbs.2021.04.02.92
Corresponding Author: T. E. Tatarovskaya
Selection and peer-review under responsibility of the Organizing Committee of the conference
eISSN: 2357-1330

At the same time, from the point of view of managerial decision-making in the context of managers’
efforts to take into account all aspects that affect the business, a situation of obtaining an excessive amount
of information may arise (Myojung et al., 2019). This will inevitably lead to a decrease in its value and
utility. It follows that choosing key performance indicators (KPI) and focusing on them when making
management decisions will allow managers to focus on significant indicators that characterize the observed
changes in the internal and external environment (Givoly et al., 2019). Non-financial KPI show how
effectively the company conducts financial and economic activities, achieves its goals and adheres to the
chosen strategy. Of course, the analysis of non-financial KPIs is appropriate only in conjunction with

financial parameters to form a complete picture of the business.

3. Research Questions

From the point of view of this work, research questions were:

1.What are the factors of the innovation sphere development as an incentive to use non-financial
information?

2.What are the principles of collecting non-financial information included in KPI in the context of
digital modernization of economic processes for management decision-making?

3.What is the value of collecting non-financial information and disclosing it on the example of
largest Russian companies?

Despite still existing concerns about the fact that "a machine will replace a person" and, as a result,
the quality and effectiveness of management decisions will decrease, we note that experts hold a different
position (Appleton, 2017). Automated processes are managed by a person, and the generated algorithms
are continuously monitored, reviewed, and adjusted. Many large companies have already faced the problem
of processing large amounts of data, and in the context of a permanent increase in the information field, the
growth of information flows due to digitalization, it is possible to create favorable conditions for the

effective operation of information and its preparation in order to present it to managers.

4. Purpose of the Study

During the research, the authors set the goal to identify the importance of collecting non-financial
information for business structures from the point of view of making management decisions in an
innovative economy in which digitalization is actively developing. Due to the redundancy of information
flows and the continuous increase in data volumes for selecting non-financial indicators that will be relevant
to the company when making decisions, it is proposed to create a KPI system so that it serves as a starting
point for managers to form a professional judgment regarding the observed changes in the internal and
external environment. Non-financial KPIs have unlimited potential and can be used in the long term, as
well as to control the actions of managers. According to the National register of corporate non-financial
reports, the number of companies publishing non-financial reports increases every year. Companies
representing key sectors of the economy, which form a significant share of GDP, are most active in this

issue. These include companies in the oil and gas, metallurgical, chemical, nuclear, and electric power
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industries. According to the analysis, these companies pay special attention to introducing innovations and

stimulating the digitalization of all processes within the business.

5. Research Methods

The global reporting initiative (GRI) identified key thematic areas for improving the company's non-
financial reporting. Based on the results of their analysis, was concluded that from the point of view of
choosing non-financial KPI, the following list is relevant:

— the "efficiency problems" direction, which includes the following aspects: efficiency of production
and distribution of goods and services, new production models and technologies;

— direction "problems of management and economic models": development of a new generation of
economic growth and development models;

— global challenges: the digital age.

These areas determine the scope of the research. Of particular relevance is their relationship with
the conceptual positions of the United Nations. This study analyzes non-financial information published in
open sources by the largest companies in the Russian Federation. Non-financial reports of 30 companies
were examined. The research was conducted in the following stages:

Stage 1-Research of aspects of the company's activities related to the indicators of the "Vector of
sustainable development index";

Stage 2-Research of aspects of the company's activities related to the key thematic areas of GRI for
improving the company's non-financial reporting.

During the first stage of the study, the questions presented in Table 1 were raised. The choice of key
issues was based on the basic indicators included in the "Vector of sustainable development index". To
evaluate the answers to the question, the use of a point method is suggested. In the table below, points are

assigned using the expert method.

Table 1. Key issues on which the first stage of the study of non-financial statements of the largest

companies in the Russian Federation was based

Question's Key research questions Answer choice Score
No (Stage I)
1 What is the dynamics of the indicator "labor 1) positive 2
productivity"? 2) no dynamics 1
3) negative 0
2 Does the company have a health and safety policy 1) Yes, this is not the first year 2
for employees? of it's implementation

2) it is planned to be introduced 1
or implemented for the first

year

3) there is no such policy 0

3 Does the company have a policy on occupational 1) Yes, this is not the first year 2
safety and social support for its employees? of it's implementation
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10

Is continuous training and professional
development of employees one of the company's
key tasks?

What is the dynamics of the "fluctuation of
personnel” indicator?

Does the company declare its readiness to invest
in the social sphere?

Does the company's non-financial reporting
provide information on air emissions and a
program of measures to reduce the negative
impact on the environment in this issue?

Does the company's non-financial reporting
provide information on waste management and a
program of measures to reduce the negative
impact on the environment in this issue?

Does the company's non-financial reporting
provide information on the use of water sources
and a program of measures to reduce the negative
impact on the environment in this issue?

Does the company's non-financial reporting
provide information on energy use and a program
of measures to reduce the negative impact on the
environment in this issue?

2) it is planned to be introduced
or implemented for the first
year

3) there is no such policy

1) yes
2) no

1) positive

2) no dynamics

3) negative

1) yes, with a presentation of
the program for implementing
this task

2) yes, but without a

presentation of the program for
implementing this task

3)no
1) yes
2) no

1) yes
2) no

1) yes
2) no

1) yes
2) no

Source: authors.

financial reporting data to study non-financial aspects of companies activities in accordance with the
methods adopted at the domestic and foreign levels. The second stage of the study of non-financial
statements of the 30 largest companies was aimed at a more specific analysis, which is based on the

directions indicated by GRI. The authors of this paper formulated the questions for the implementation of

The answers on the questions presented in Table 1 helps to find out whether it is possible to use non-

the second stage presented in Table 2.
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Table 2. Key issues of the second stage of the study

Key thematic areas of GRI Key research questions
improvement of non-financial (Stage II)
reporting of the company that

meet the research problems

Non-financial KPI related to
the subject area and issue

1. The problem of efficiency 1.1. How efficient is the company's
production?

1.2. How effective are the distribution
channels used for the company's products
and services?

1.3. Is the modernization of production
(introduction of innovations) carried out in
accordance with the realities of the market
and modern business?

2. Problems of management and  2.1. To what extent does the company's
economic models activities correspond to the realities of the
market and modern business?

2.2. What is the development model of the
business under study?

2.3. What is the Manager's approach to risk
management and decision-making?

3. Global challenges 3.1. What is the degree of digitalization of
the company's processes?

- volume of output;

- scrap rate;

- time spent per unit of
production, etc

- number of distribution
channels for the company's
products and services;

- the number of employees
assigned to each sales channel,
etc.

- the degree of production
equipment deterioration;

- availability of implemented
innovations, modern
technologies and processes in
production, etc.

- average age of employees;
- labor productivity and other

- number of life cycle stages
completed by the company;

- frequency of company
managers change, etc.

- structure of information that
serves as a basis for decision-
making, etc.

- availability of electronic
document turnover;

- the degree of digitalization of
the company's business
processes, etc.

Source: authors.

The proposed research structure allows us to study business in the context of a number of aspects:

non-financial aspects of activity; the level of innovation; the degree of digitalization of all internal

processes; compliance with modern economic conditions and the current market situation.

6. Findings

There is no doubt that the development of an innovative economy is influenced by many factors.

Among the factors that arise from the internal environment, it is possible to distinguish:

— mission, business strategy;
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— material and technical base of the enterprise;

— financial resources of the enterprise;

— human resources (level of qualification and availability of necessary competencies for employees);

— the degree of development of the technologies used;

— the state of the internal environment: the climate in the team, culture, ethics.

The factors that arise from the external environment should include:

— state of the market, features of entering and exiting it;

— legal regulation of companies activities;

— the nature of the competitive struggle;

— access to credit resources;

— degree of development of science and technology, scientific and technological progress;

— information environment.

These factors not only influence the development of innovation, but also encourage the use of non-
financial information to improve business efficiency through the introduction of innovations and new
technologies. An important point is the need to digitalize processes in order to speed up the processing time
of large data sets and select the most useful information in them. Non-financial indicators are defined as
indicators that use natural measures (for absolute indicators), shares, and percentages (for relative
indicators) rather than monetary units. Non-financial KPI, along with financial KPI, allow to assess the
degree of achievement of the goals set by the company's management, the effectiveness of business
processes, and control significant areas of the business. A number of scientists hold the position that the
methodology for calculating many financial indicators is based on non-financial indicators (for example,
the number of finished products sold multiplied by the sales price will form a revenue indicator) (Bradshaw
et al., 2016). The growing interest in using non-financial KPIs in decision-making is observed all over the
world: companies decide to disclose non-financial information in addition to mandatory financial
statements, thereby attracting the interest of a wider range of stakeholders, since non-financial indicators
are quite difficult to collect and evaluate, however, they are easier to interpret than financial ones. Analysis
of the latter requires some training in the form of special education, regular training and advanced training,
and understanding the differences between existing calculation methods (Rezaee, 2016). A two-stage study
of 30 major Russian companies showed a significant interest of domestic business in collecting and
disclosing non-financial information, which proves the validity of its inclusion in the KPI and its
significance in decision-making. The implementation of the first stage of the study allowed us to formulate
the following conclusions:

1.The integral score can range from 0 to 15. It allows forming a judgment about the quality of non-
financial reporting.

2.The average integral indicator is 10 points. 26 of the 30 companies analyzed disclosed non-
financial information to the extent that allowed them to answer all the questions listed in table O1. 4
companies did not provide information on social investment, water and energy use, which led to a decrease

in the sample average.
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3.The results obtained allow us to express a judgment that Russian companies conduct their activities
in accordance with the concepts of non-financial reporting accepted in international practice, and therefore
understand the significance and prospects of using non-financial information.

The implementation of the second stage was complicated by the fact that there was not enough
information disclosed by companies to get answers to the key questions raised. A number of parameters
(defects, equipment wear, sales channels, and so on) can be classified by the company as a "trade secret", and,
as a result, not disclosed in open sources. However, the study of the company's web sites allowed us to form
a conclusion about the significant digitalization of many of the company's processes. In particular, preparation
of reports (financial and non-financial), its presentation to stakeholders, explanatory notes for interested
parties. The development model and approach to risk management and decision-making can be judged from
media reports about the company's management. In this case, such an assessment will be subjective, since the
researcher in this case does not directly communicate with the management, but forms his judgment on the
assessments provided by journalists. In the context of digital modernization of economic processes, the
principles of collecting non-financial information included in the KPI can be represented as a tree of principles,

establishing a subordination between strategic and operational principles (Figure 2).

Compliance with modern conditions for the development of digital
technologies, innovations and challenges of the external environment

A combination of
balance and
objectivity

Meeting the
requirements of key
stakeholders

Rationality Timeliness Reliability

Figure 2. Principles of collecting non-financial information included in the KPI in the context of
digital modernization of the innovative economy

Source: authors.

Based on the proposed principles of collecting non-financial information included in the KPI, it is
advisable to pay attention to the features of generating data in the electronic document management system.
For example, the indicator "Time spent per unit of production” can be specified in the statement of output
of finished products. This indicator can be determined in two ways: either calculate the time of release of
each unit of production, or determine the start and end time of production, and divide the result by the

number of products produced according to the statement. Entering the specified time indicator in the
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automated accounting system allows you to further summarize information about the time spent on
production and include this indicator in the KPI report. The indicator "Number of distribution channels for
goods and services of the company" can be included in an electronic document generated during the
shipment of products. For example, in invoice, adding the "distribution channel code" column. When
processing electronic documents, the automated accounting program will provide information within the
KPI report about which sales channels were used during the analyzed period and with what intensity, which
will allow to make a decision about the effectiveness of distribution channels for goods and services.

A two-stage study of 30 major Russian companies allows to conduct an in-depth study of non-
financial indicators disclosed in the financial statements, from the point of view of their feasibility as KPI.
For example, the annual report of PISC Gazprom for 2019 discloses the following indicators:

— number of plants for processing, production and preparation of hydrocarbon and gas products (in
units);

— volume of natural gas reserves (in billion m?);

— volume of natural gas production and sales (in billion m3);

— replenishment ratio (in %);

— labor productivity (in man-hours);

— entering priority production facilities (in units);

— integral key indicator of innovation performance (in%) and others.

Each of these non-financial KPI allows not only to evaluate the performance of the heads of the
relevant departments and business processes in general, but also to make a management decision. For
example, the indicator "Number of plants for processing, production and preparation of hydrocarbon and
gas products" will affect the distribution of resources between production centers. The indicator "Volume
of natural gas reserves" will be used for planning production and production. The "labor productivity"
indicator allows you to evaluate the effectiveness and efficiency of employees work and, consequently,
make the necessary personnel decisions. Thus, non-financial KPI can be used as well as financial KPI when
making management decisions in corporations. The use of digital technologies will increase the speed of

information processing and save time, labor and financial resources.

7. Conclusion

The key findings of the research:

- the development of an innovative economy is influenced by both external and internal factors. In
particular, human resources in the form of intellectual capital are particularly important for such companies;

- the importance of collecting and using non-financial information is proved by a two-stage study of
30 largest companies in the Russian Federation, according to the results of which all the analyzed companies
present non-financial reports in the public domain and pay special attention to the analysis of non-financial
indicators and their inclusion in the list of key ones that influence decisions;

- developed a tree of principles for collecting non-financial information included in the KPI in the

context of digital modernization of the innovative economy, including strategic and operational principles;
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-the importance of digitalization development in business structures is proved, and on the example
of electronic document flow, options for generalizing non-financial information are revealed, by
establishing the relationship between the primary document and the KPI report;

- using the example of the annual report of PJSC Gazprom (Gazprom, 2020), examples of disclosed
non-financial KPIs are given and the directions of decisions made by the business management are
suggested.

Our research was based on a limited number of companies within a single country — the Russian
Federation. In addition, it is necessary to take into account the fact that a whole range of non-financial
information is a commerce secret, so the possibility of studying non-financial indicators of business
structures was limited to the reports they disclose. Future research should be conducted on a larger number
of large companies. Of particular interest is the study of non-financial indicators of small and medium-
sized enterprises, as well as the adjustment of the tree of principles of their collection in an innovative
economy. A separate area of research may be the development of a universal list of non-financial KPIs for

a number of economic activities.
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