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Abstract. The study in this article reveals the main structure of indicators that should be used in order to
measure compatibility process in knowledge-intense organizations. Due to shift of management logic of
Fit theory and extencively accepted presumption of talent shortage, management of compatibility became
in highlight. Many research organizations and business sector companies are using key performance indi-
cators for managing compatibility, but there is lack of data how successfully public sector companies are
using them. Created and proposed methodology of assessment is a preparation step of empirical research.
The systemic analysis of indicators which are used in managing compatibility between knowledge workers
and workplaces solutions in a dynamic approach were investigated to create application technique.
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1. Introduction

Many organizations, which pay specific attention
to the management of their people as the asset, un-
derstand that strategic competitiveness is achieved
by aligning their human resource management
(HRM) strategies with company’s main strategy
and policies. This strategic fit process is hardly
achieved as an organisation is a dynamic entity
performing in the chaotic environment and the fit
has dynamic nature by itself (Boon et al., 2018).

Nevertheless, as the Fit theory is the basic as-
sumption which validate the existence of the HRM
per se with all its functions, the key performance
indicator (KPI) system allows measuring the man-
ageable processes. Taking wide and complex ap-
proach of the main purpose of the HRM, the com-
patibility of the employees and their workplaces is
seen as the main purpose that consists of different
dimensions and levels but integrates many aspects
of the strategic management and organizational
performance.

Depending on the fit type, strategy of human
resource management is selected. The quest of
compatibility between knowledge workers and
workplaces is considered to be the principal as-
sumption in the HRM, and the attention is paid
individual work productivity manifested directly or
via mediators (O‘Boyle Jr. & Aguines, 2012).
However, the KPIs allow to understand how effec-

tively the organization is managing its employed
human capital (HC) by implementing the main
strategy of HRM. This relationship is presented by
many well-known scholars, e.g. Becker etal.
(2001), Kaplan and Norton (2008) etc.

Although, there exist many methods and tech-
niques to map the strategic situation of the organi-
zation, but some of them might be very complex
and hardly used in practice. Others, like KPI sys-
tem, analysed without explanations and open ques-
tions, may not reveal diverse aspects about phe-
nomenon being studied, but due to its application
clarity and relatively high impartiality, it may be
one of the best way to track implementation of
strategic objectives.

The research problem of KPIs in HRM could
be divided into strategic, operative, and tactical
levels (Syvajarni, 2016). The frequency of measur-
ing can differ depending on the KPI and the mean-
ing of it. It is also essential to be able to define
which KPIs are paramount and which of them are
just interesting metrics that also could be followed
for operational reasons. One important aspect here
is that KPIs should be defined by the top manage-
ment of the company and those should have real
strategic value. Instead of just presenting the situa-
tion of the past, decent KPI system should help to
predict the future (Syvajarni, 2016; Gogoleva
etal., 2017).
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Compatibility is seen as one of the most im-
portant aspects in the HRM as the fit between per-
son and workplace theory is the fundamental pre-
condition for the success of organization. The main
principle that should be applied in looking for the
factors along the process of compatibility is reci-
procity or mutuality between workplace character-
istics and knowledge employees competencies. It
means that if the factor is important to one part to
the equation knowledge worker — workplace, it
should be significantly important to another part as
well. This condition has two folded purpose: first,
it makes the system of indicators dynamic and such
way it better reflects the real-world situations; sec-
ond, it allows to eliminate the factors from the list
which creates information excess and unnecessary
buzz. As the system encompasses many levels —
starting from individual and ending up at the stra-
tegic — application of KPIs system is one of possi-
ble analytical options.

Another important principle which should be
applied is application of stratification levels. In
other words, based on the company‘s resources and
the will to allocate them to solve particular issues,
the scale should be selected. Theoretical assump-
tion implies that the more detailed management
level is selected, the better outcomes should be. It
is very likely to be true but operating in the real-
world situations with scare resources, one should
always made a decision of the precision level. It is
particularly important in managing knowledge
people, because on one hand it is assumed that they
do not like to be under high control, but on the oth-
er hand, they need special attention and helping
hand.

The specified KPI system adopted to
knowledge-based organisation should help to track
all above mentions aspects as well as create HRM
analytics system in it.

2. Fit theory and specificity in knowledge-based
environment

The concept of fit is very complex, multifarious
and polisemantic (Edwards & Billsberry, 2010). It
is been proven and accepted for some time that fit
has impact on employees work satisfaction, organ-
isational loyalty, etc.

Fit theory was first formulated by the Parsons
(1909) in his practically applied paperwork on vo-
cational choice. The main idea was very trivial — a
person should possess a specific set of skills and
abilities if he wants to get a job and keep it. From
that moment this simple presumption was devel-
oped in many levels: individual, group, organiza-
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tional, as well as in many scientific fields with dif-
ferent terms in use: personal economics (Lazear &
Oyer, 2007) — match, ergonomics — compatibility
(Genaidy etal., 2007; Realyvasquez & Maldona-
do-Macias, 2018), human resource management
(Purcell & Boxall, 2015) — alignment, compliance,
environment psychology (Gifford etal., 2011) —
congruence.

Probably the best explanation of Fit theory is
made by Muchinsky and Monakan (1987) who
suggested to define the concept of fit by two ap-
proaches with subtypes (Figure 1).

Fit Approach
| 48 . A |
Supplementary Fit Complementary Fit
|
v v
Needs-Supplies Demands-
Fit Abilities Fit

Figure 1. Typology of Fit
(source: Muchinsky & Monakan, 1987)

Supplementary fit is identified when charac-
teristics of a person is homogenous with other in-
dividuals or group of people, which is environ-
ment. Such variables as individual satisfaction,
performance results and tenure are used to measure
fit. Complementary fit is identified when ad-
vantages of a person amend lacking work envi-
ronment. To identify this type of fit, research is
conducted by measuring variables of organization-
al level and is the main presumption for employee
selection function. This type of fit has subtypes: (a)
needs-supplies fit which is determined when organ-
ization fulfil person‘s needs and desires and (b)
demands-abilities fit which is defined when a per-
son possess abilities necessary to fulfil fit accord-
ing to requirements stated by an organization
(Kristof, 1996).

In the era of information technology spread
and information circulation, different set of re-
quirements are desired from the employee in the
market. While creating knowledge societies, new
industries and even new types of organisations
called knowledge-based (KBO) (Pop & Titu, 2018)
and knowledge organizations (KO) (Hjerland,
2016), the knowledge workers have to be able
work with information systems, huge data bases
retrieving information and by applying creativity,
analytical and critical skills, create knowledge
based products or services.
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The characteristics of a KBO, however, go
beyond product to include process (organization’s
knowledge-based activities), purpose (mission and
strategy) and perspective (worldview and culture
that influence and constrain an organization’s deci-
sions and actions) (Hagiu & Tanascovici, 2013).

Jadskeldinen and Laihonen (2013) argue that
there are at least two ways how to measure KBO:
(1) work productivity and well-being of the
knowledge worker, (2) ability to create value for
clients. Usually knowledge intensive organisations
are understood as “people organizations” as their
success depends on employees’ qualifications and
work effectiveness of individual experts. Despite
the fact that many knowledge-intensive organiza-
tions are fairly small, performance measurement
can support their management (Jddskeldinen &
Laihonen, 2013). Using KPI system in order iden-
tify the existing subsystems in such organizations,
could be well applied technique.

3. Classification of KPIs
3.1. Different levels of performance indicators

Performance indicators are used not only to track
the dynamic of processes in organisations and to
manage them, but also to reveal trends in orga-
nized entity and predict future in VUCA environ-
ment (Dhir, 2019; Cousins, 2018).

At the fundamental level of KPIs, it is known
two main groups: leading and lagging. According
to Zhou and colleagues (2020), the lagging indica-
tor represents the situation when one or more bar-
rier fails simultaneously and resulting in a conse-
guence. Lagging indicators are in general reactive
and outcome based. The leading indicator repre-
sents the number and the size of holes in the barri-
ers. A leading indicator can represent the perfor-
mance of one barrier or more barriers at the same
moment, depending on the description of the lead-
ing indicator. Leading indicators tend to be for-
ward-looking and input based.

According to Badawy etal. (2016) there are
four types of performance measures:

Key result indicators (KRIs): it tells you
how you have achieved in a perspective or
critical success factor;

Result indicators (RIs): tell you what you
have done;

Performance indicators (Pls): tell you what
you must do;

KPIs: tell you what to do to highly in-
crease performance.

266

To describe the relationship between these
four performance measures they authors uses an
onion analogy (Figure 2).

P

KRIs

Peel the skin to find the PIs

RIs and PIs

Peel to the skin to find the KPIs

KRIs

Figure 2. Four types of Performance Measurements
(source: Badawy et al., 2016)

Parmenter (2015) has defined seven character-
istics of effective KPIs:

KPIs are non-financial measures therefore
not expressed in any currency;

usually KPIs are measured frequently, for
example daily or weekly;

CEO and the senior management team are
in charge of defining the company’s KPIs;
an effective KPI is simple and understand-
able for the whole staff. Everyone must be
able to understand what actions can be
done to correct the KPIs direction;
responsibility to do the required actions is
team-based, so that a team or several teams
together can work on those actions;

KPIs do have a significant impact. Those
affect on several of the organization’s suc-
cess factors and balanced scorecard per-
spective;

effective KPIs have positive impact so that
those encourage desired behaviour.

Most organizations have mismatching connec-
tion between the measures they are using and the
results they are expecting. Due to lack of compre-
hensive knowledge, most organizations end up us-
ing the wrong measure in same measure as key
performance indicators. KPIs should be a measure
that explicitly guides the organization on what
needs to be done in order to exponentially raise the
performance of the firm. KPIs are implicitly con-
cerned with the most strategic aspects to the organ-
izational which are key to the present and the fu-
ture of the organization (Parmenter, 2015). The
key performance indicators of a firm are also re-
ferred to as key success indicators within manage-
ment cycles. These measures help both the man-
agement and the personnel to understand and attain



KEY PERFORMANCE INDICATORS OF COMPATIBILITY PROCESS BETWEEN KNOWLEDGE
WORKERS AND WORKPLACES

the organizational goals. KPIs have been used
widely as measures of performance in modern or-
ganization to assess both the level of operational
efficiency and productivity towards meeting the
firm goals as well as the appraisal of the staff thus
helping to motivate them leading to better produc-
tivity. In setting up key performance indicators for
their staff the management incorporates the opera-
tional efficiency of the firm to ensure that as em-
ployees work towards attaining the goals set up for
them, they will ultimately ensure better organiza-
tional performance. Essential to setting up key per-
formance indicators is the ability of the manage-
ment frameworks to align the needs of the
organization with the objectives of the key perfor-
mance indicators (Parmenter, 2015).

According to Bhatti etal. (2013) the perfor-
mance indicators are defined as physical values
that are used to measure, compare and manage the
overall organizational performance and they usual-
ly include quality, financial, flexibility, delivery
reliability, employees’ satisfaction, customer satis-
faction, safety, environment and community, learn-
ing and growth. The given explanation and list of
KPIs is general. More specific and better adopted
to reflect compatibility of knowledge worker and
workplace fit would be performance indicators
used in HRM.

In the following chapters there will be dis-
cussed the most used KPIs in the HRM specified
for KBOs and their relations with the compatibility
between knowledge workers and workplaces.

3.2. Compensation KPIs and compatibility be-
tween knowledge workers and workplaces

Scholars have been and are still searching for clear
empirical evidence that practices of HRM have
significant impact on organizational performance.
There are evidence that if high performance work
system changes by one unit of standard deviation,
the return on assets indicator increases 4,6%
(Combs et al., 2006) or the market value changes
from 10% to 20% (Becker & Huselid, 2006).

Compensation of the human capital is the area
where the biggest shift is still needed. According to
lazzolino etal. (2017) which idea is based on
Drucker works (1968, 1999a, 1999b) argues that
knowledge  workers’  productivity  requires
knowledge worker to be treated accordingly — as
an asset rather than a cost — and the expenditure of
training and other similar purposes should be in-
terpreted as company’s investment which would
give return.

Renaud et al. (2015) have investigated the im-
pact of compensation to workers retention and

their research revealed that most of the reviewed
studies show that compensation and training prac-
tices are positively associated with worker reten-
tion (Morin & Renaud, 2009). The more motivated
employees an organisation employs and the more
management and compensation practices it imple-
ments, the higher its performance (Ferguson &
Reio, 2010). Both individual-based (e.g. marriage,
gender, employee status) and firm-based factors
(e.g. wages) had a significant impact on job reten-
tion (Huang et al., 2006) as well as revealing that
HRM practices such as compensation and recogni-
tion had a higher effect on workers’ intent to stay
than on their commitment to the firm (Chew &
Chan, 2008).

Ramirez and Nembhard (2004) has collected
and summarized twenty-one methods, which
would help to measure the productivity of the
knowledge workers. Moussa and colleagues (2017)
had deconstructed the model of knowledge work-
ers’ productivity measurement by Oldham and
Hackman (2010) and suggested to supplement it by
factors which have significant impacts on motiva-
tion and more precisely reveals the conditions of
working environment. The authors suggest to add
three contextual dimensions, i.e., social, physical
and organizational which reveals the principles
presenting the assessment and reward of employee
for his efforts, creativity, innovation, trust and
workplace resources, career growth opportunities
and administration of remuneration system that
should be clear, transparent and adequate.

Table 1. The most used compensation KPIs in HRM
(source: PVPA, 2019)
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. Relation to
No. Compensation KPIs Compatibility

1 |Percentage of Cost of Workforce |Direct
Salary Competitiveness Ratio .

2 (SCR) Direct

3 Health Care Expense per Current Direct
Employee

4 | Benefits Satisfaction Direct

5 |Employee Productivity Rate Direct

6 |Return on Investment (ROI) Direct

7 | Cost per Hire Direct

Meanwhile, investment into HC, i.e. educa-
tion and training, increases work efficiency and
quality. Although, organizations are facing in-
crease of employee turnover and decrease of loyal-
ty (Legkauskas & Mazilauskaité, 2013). Due to
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this issue, organizations calculate their returns and
choose to invest into those employees, which be-
comes the creators and implementors of their strat-
egies. KPIs helps to perform this selection (Ta-
ble 1) and is crucial to overall organizational
performance (Medne & Lapina, 2019).

3.3. Employment KPIs and compatibility be-
tween knowledge workers and workplaces

It is logical that employment is determined partly
because of turnover and turnover is consequence of
compatibility between employees and workplaces.
Indicator of turnover helps to evaluate and analyse
fit between workers and workplaces (Boon et al.,
2018). Nowadays work relations which are based
on power balance between employees and employ-
ers, tendency of growing gig economy, short-term
work relations and context of unpredictability, em-
ployers have constantly solved problem of turno-
ver.

By using traditional management approach,
turnover has impact on quality of organizational
functional performance (Holtom etal., 2006;
Holtom & Inderrieden, 2006; Nyberg & Ployhart,
2013), overall performance which could be evalu-
ated by economical parameters (Hausknecht &
Trevor, 2011). There is a belief that employees as
possessors and managers of the knowledge while
starting to work for other company together takes
away and an element of competitive advantage
(Aime etal., 2010). However, there exist and dif-
ferent belief to such thinking when turnover has
positive aspects. D. Somaya with her colleagues
(2008) has empirically proved that the employee
who has left the company creates the external so-
cial capital bond, which could be used to solve
problems in HRM.

Generalized employment process can be di-
vided into pre-hire period and post-hire period and
use KPIs adopted accordingly (Table2 and Ta-
ble 3). Workforce is never a homogeneous and
segmentation helps to achieve better understanding
in the needs and expectations of each knowledge
workers group.

Traditionally knowledge workers grouping is
based on the work specification, although due to
this the work and organizational environment
should adjust in order to make them more produc-
tive, on individual bases these workers are the
same people, which could be divided into groups
by their age and gender.

In the scientific literature, there is opposite
concept to turnover — retention. After it was under-
stood that factors which encourage employees to
stay differ from the ones which make them leave,

these two concepts were used separately in re-
searches (Cardy & Lengnick-Hall, 2011; Holtom
& Inderrieden, 2006; Holtom et al., 2006; George,
2015).

Table 2. The most used employment KPIs of HRM in
Pre-hire Period (source: PVPA, 2019)

Relation to Tvoe of
No. Employment KPIs Compati- yp
. KPI
bility
Average Time to Find a —
1 Hire/Fill Job Vacancy Inverse Objective
5 Candlldates Interviewed Direct Objective
per Hire
3 | Yield Percentage Direct Objective
4 | Acceptance Rate Direct Obijective
g |Hiring process Satis- | o Subjective
faction Rate

Table 3. The most used employment KPIs of HRM in
Post-hire Period (source: PVPA, 2019)

Relation
No. | Employment KPIs | to Com- | Type of KPI
patibility
1 |Absenteeism Rate Inverse Objective
Mutual
2 |Average Tenure Direct Objective
3 |Voluntary Termina- | .o Objective
tion Rate
4 |Involuntary Termina- o oo Objective
tion Rate
5 |Retirement Rate Direct Objective
Average Age of Direct N
6 Retirement Mutual Objective
New Hire 90-Day Inverse —_—
! Failure Rate Mutual Objective
First Year Voluntary |Inverse L
8 Termination Rate Mutual Objective
Training Cost per Direct Lo
9 Employee Mutual Objective
Percentage of Em- Direct —
10 ployees Trained Mutual Objective

Functions of HRM functions which are re-
sponsible for development of knowledge workers
must search for innovative solutions in order to
simplify identification of areas that are responsible
for constant supply of talents and would increase
organizational innovativeness and overall competi-
tiveness. Therefore, in order to seize the opportuni-
ty to increase organizational innovativeness such
area as employee selection must be exploit. It has
been noticed that for this reason “assessment cen-
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tres”, which helps to reveal teamwork abilities and
innovativeness of future employees (Wisniewska
& Wisniewski, 2012). It is logical that HRM indi-
cators must be oriented to determination of econ-
omy and effectiveness in high potential employ-
ees/talent selection.

3.3. Culture KPIs and compatibility between
knowledge workers and workplaces

Research of work life quality also known as well-
being of employees have reached such level that
they have become as a mean to measure work en-
vironment factors. The research already has trends:
first, working conditions, and second, work satis-
faction (Gogoleva et al., 2017).

In the survey conducted by Siebert and Martin
(2014) it is argued that in order to implement strat-
egies of HRM, social context has significant im-
pact to its success. Methods which are created to
assess the quality between managers and workers
relationship also are the ones used to capture com-
patibility elements. The famous scale called Lead-
er-Member Exchange-Multidimensional (LMX-
MDM) created by Liden and Maslyn (1998). This
scale aims to evaluate employees’ perception about
exchange between leader-member. There exists
and modified scale named Supervisor Leader-
Member Exchange-Multidimensional  (SLMX-
MDM). This multidimensional model of social
exchange is based on the presumption that leader-
member social exchange phenomenon is much
more complicated than total social exchange indi-
cator, and it also consists of emotional, loyalty,
cooperation, professional respect dimensions.

Culture dimension in organization is very im-
portant as Mahajan (2019) the culture of an organi-
zation represents the way things are done in the
organization. It mainly revolves around the behav-
ioural patterns and relationships. Culture is devel-
oped over time in the organization by the people
who work for it. To create a dynamic culture, core
values and its vision is a fundamental requirement.
Organizations thus should focus on managing the
talent: most skilled and experienced individuals.
For organizations retaining talent is of ultimate
importance to stay ahead of the competitors. Lead-
ers outline the vision and mission for an organiza-
tion — define and differentiate the organization.
Leaders take the responsibility to model and rein-
force the behaviour that helps to accomplish organ-
izational goals and to ensure they are creating and
cultivating a culture that promotes engagement of
talent segment of the organization. In this way or-
ganizational cultures are created by leaders, what
leaders pay consideration to, what actions are re-

warded or punished, and distribution of resources
is under consideration. Organizational culture is
one of the determinants of effective talent man-
agement. The biggest challenge is to get senior
leadership to believe that organisational culture is
valuable asset and could be converted into KPI as
any other important area for management (Maha-
jan, 2019) (Table 4). Bersin et al. (2015) mentions
that companies with strong positive culture are
most preferred companies by the employees. Posi-
tive culture driven companies put their employees
first. Such companies work on the famous saying,
“Take care of your people and they will take care
of your customers”. As per the survey conducted
by Glassdoor in 2014, reveals top companies, cho-
sen by employees for culture and values, as best
places to work.

With the growth in economy, skills have be-
come more specialized and competition for talent
has increased. This has focused more attention on
culture and talent management. It is also men-
tioned that every human resource program should
address issues related to talent engagement and
work culture, without a positive and meaningful
work environment employee tend to look for jobs
elsewhere (Bersin et al., 2015).

Table 4. The most used culture KPIs in HRM (source:
PVPA, 2019)

Relation
No. Culture KPIs to Com- | Type of KPI
patibility
1 Employee Satisfaction Direct Subjective
Index
2 Employee Happiness Direct Subjective
Index
Percentage of Em-
3 |ployees Trained in Direct Objective
Company Culture
Percentage of Vaca- . I
4 tion Days Used Direct Obijective
5 |Net Promotor Score | Direct Subjective
6 Number of Full-Time Direct Objective
Employees
7 {:l)Lrlsmber of Contrac- | erse Objective

Zhang and Liu (2006) argue that despite dif-
ferences among main stakeholders, installing a
partnering culture is crucial for improving overall
project performance. Upon the findings from Ma-
laysia, such partnering, ensuring the project suc-
cess, should be based on the promotion of similari-
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ties in organizational cultures among partnering
organizations.

According to PVPA researches, it is notewor-
thy that the process of employee selection is prone
to lengthen. According to data from 30 days (2013)
to 36 (2018). It indicates about the presumption
that companies might have formulated more ad-
vanced requirements for team quality or high po-
tential employees as well as they are using more
sophisticated selection techniques which require
more time.

Level of high potential employees is rising as
in organizations which have talent management
systems in 2016 percentage was 13.7, in 2017 — 14,
in 2018 — 15.47 (PVPA, 2016, 2017, 2018). Hiring
process satisfaction rate allows to identify effec-
tiveness of the compatibility provisions between
knowledge workers and workplaces and the quality
of decisions.

3.5. Calculation of compatibility index

The calculations of compatibility index could be
useful to create the benchmark instrument for
companies in different sectors, capital origin, loca-
tion, size, organization maturity. By the provided
data, three main groups of KPIs compose compati-
bility (Figure 3). The problem in creating this in-
dex must answer the question of the weight of
components.

Compatibility PYOCESS'\

Compensation KPIs

!

Employment KPIs

+_I_+

Pre-hire Post-hire
KPlIs KPIs

I_*_I

Culture KPIs |/

> Compatibility

Index

Figure 3. Compatibility index consists of
components from compatibility process
(source: compiled by authors)

4. Conclusions

There are several types of performance indicators,
which measure processes in organisations. KPIs
are the ones, which are the most paramount and

extensively used in many organisations. According
to conducted theoretical research they could be
grouped and indicate the most important factors of
compatibility — compensation, culture, pre-hire
employment communication, post-hire employ-
ment policy.

Although there is always an opposing side of
each phenomenon and it may appear that managing
knowledge workers and their environment may no
differ from industrial workers, but specific atten-
tion should be paid to KPIs that indicate constant
training, engaging environment and innovating
results.
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