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Total Workforce Performance Management

This paper discusses research studying
methods for total workforce performance
management. The term “total workforce”
is used to emphasize performance
management processes designed

to guide decisions regarding the
management of groups of employees.
This can be contrasted to methods
designed to manage and develop the
performance of individual employees

in isolation. While aspects of total
workforce and individual performance
management overlap, certain elements
of total workforce management are
inherently distinct from methods used
for individual performance management.

That is
the focus of this paper.
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How to fairly and accurately assess
employees using calibration

All employees do not perform at the same lev-
ell. Every employee contributes different levels
of value to the organization due to differences in
productivity, skills, potential, or any number of
other job-relevant factors?. These differences
are not minor. Contributions made by high per-
forming employees can be several times great-
er than contributions made by solid or
“average” employees3. And companies that
manage, develop and invest in employees con-
sidering their relative contributions significantly
outperform companies that treat employees as
though they all provide equal value?. Recogniz-
ing that some employees are more valuable
than others isn't just good for companies; it is
also good for employees. The use of consistent,
transparent methods to assess and reward
employee contributions is a key factor affecting
employees’ perceptions of justice, fairness,

and equity>.

Managing differences in employee contribu-
tions is critical to maximizing company perfor-
mance. But accurately assessing differences in
employee contributions is one of the most
sensitive and difficult areas of human capital
management®’. People know not everyone con-
tributes equally. But people don't always agree

on how their contributions should be evaluated.
Many people also find it uncomfortable to have
their performance compared against their
peers. Employees, particularly those at the “low-
er end” of the performance distribution, may ex-
perience considerable stress from an
assessment process that compares their contri-
butions with their coworkersé. But it is possible
to develop an effective process for assessing
employee contributions. Research on employee
justice has shown that most employees, even
those who may be struggling in their roles, can
accept assessment results as being fair provid-
ed they understand how they were assessed,
believe the process was accurate and consis-
tently applied, and that the results were deliv-
ered in a sensitive manner>. The challenge is this
requires companies to have an accurate and fair
method to assess employee contributions—
something far easier said than done.

Group-based assessment methods, referred to
as “calibration sessions’, provide a promising
avenue for assessing and managing differences
in employee contributions. We define calibration
sessions broadly as “meetings where organiza-
tional stakeholder discuss the relative contribu-
tions of employees.” Calibration does not imply
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forced ranking or any other specific assess-
ment technique. Despite the growing popularity
of calibration, little research has studied the ef-
fectiveness of different calibration methods.
This paper addresses this issue with a mixture
of qualitative research conducted with SAP
SuccessFactors customers that use our solu-
tions for different types of calibration, and psy-
chological research of performance appraisals
and group decision-making. We provide evi-
dence for the advantages of calibration, discuss
critical design questions for creating calibration
processes, and offer suggestions on using
calibration to accurately and fairly assess
employees. We also provide examples showing
how technology is enabling companies to im-
plement calibration in more effective ways.

This paper is not about technology, but many
methods discussed in this paper could not be
implemented in a scalable and sustainable
fashion without modern, cloud-based technolo-
gy solutions.

The paper is divided into three sections:

1. Methods for assessing employee
contributions. An overview of the four most
common methods used to assess employee
contributions, and a discussion of why
calibration sessions are often the most
effective of the four.

2. Defining calibration. A review of what
calibration involves and what makes it an
effective method for assessing differences
in employee contributions.

3. Calibration design. A discussion of critical
design questions that must be addressed to
build an effective calibration process that
reflects the specific needs of your organization.

The goal of this paper is to provide information
companies can use to implement group based
calibration processes that fairly and effectively
address the reality that all employees are valu-
able but some are more valuable than others.
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Part |l. Methods for Assessing Employee

Contributions

All companies use some method of assessing em-
ployee contributions . As long as company leaders
want to know “who are the high performers’, com-
panies will evaluate the relative contributions of
employees. However, the methods used to assess
employee contributions vary widely from one or-
ganization to the next. Some companies have no
formal method to assess performance. These
companies rely on unstructured, intuitive opinions
and hushed conversations about which employ-
ees are more valuable than others. We do not rec-
ommend the use of such poorly defined methods
since they are likely to be less accurate, less fair,
and less useful than more standardized methods.
Granted, unstructured performance assessment
methods might be sufficient for very small compa-
nies where everyone knows everyone else (e.g.,
fewer than 50 employees). But they are unlikely to
work in larger companies where there are consid-
erable legal and financial risks associated with
having no defined method to measure employee
performance®. Virtually all larger companies have
some established processes to assess employee
contributions . These processes typically use
some combination of the following four methods
to define and measure the value employees pro-
vide to the organization:

K

1. Contractually defined criteria. This involves
defining employee value based on criteria such as
job tenure, certification testing, or educational de-
grees. This method is widely used in unionized
workforces, but is not considered an effective
method for accurately measuring true employee
performance. For example, the ending of the “hon-
eymoon phase” associated with longer tenure
tends lead to a decrease in organizational commit-
ment and performance levels!!12.13.14,

2. Objectively measured criteria. This method
works for jobs where there are direct links be-
tween individual employee actions and clearly
and easily measurable work outcomes. Examples
include jobs that measure performance based on
individual sales revenue, piece rate productivity,
or absence of product defects. A challenge of us-
ing objective performance criteria is that this
form of performance criteria is not available or
particularly relevant for many jobs. Most objec-
tive performance criteria are also influenced by
factors that are outside the control of individual
employees. For example, how much sales reve-
nue an employee generates depends largely on
the sales territory they are assigned and the
number and type of customers it contains.
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Figure 1: Technology illustration for objective
measured performance criteria. This screen illus-
trates how objective criteria can be incorporated
into goal management technology. In this exam-
ple an employee’s performance level is automati-
cally calculated based on attainment of specific
financial measures.

3. Individual manager evaluations. This typically
involves managers rating employee performance
based on an annual, quarterly or monthly
schedule. Historically, this has been one of the
most common methods used to measure employ-
ee contributions. But this method suffers from sig-
nificant limitations. First, managers may be
affected by biases that impact the accuracy of
their evaluations. Second, managers have a limit-
ed perspective into the contributions of their em-
ployees!. That is, managers can only evaluate
employees based on their view of the employee’s
performance and this view may not accurately
represent the full nature of the employee’s
contributions. Third, the act of collecting manager
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ratings is often viewed as a highly burdensome
and administrative task.

Figure 2: Technology illustration for individual
manager evaluations. This screen shot illustrates
one of the many ways that manager ratings can
be collected through the use of performance
management technology.

4. Group calibration sessions. This method
involves groups of organizational stakeholders
collectively meeting to discuss and evaluate em-
ployee contributions. These sessions are some-
times called “talent review meetings”. We believe
that the use of calibration sessions, when done ap-
propriately, is generally superior to the prior three
methods of performance assessment. One reason
is because data from contractually defined criteria,
objectively measured criteria, and individual man-
ager evaluations can all be incorporated into cali-
bration sessions.

There are several additional reasons why calibra-
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tion sessions are likely to be more fair, accurate
and efficient than other assessment methods:

« Fair: When calibration processes are transpar-
ently communicated, employees are less likely to
feel as though their fate is in the hands of a single
manager who may or may not have an accurate
perception of their value. Including multiple
stakeholders in the assessment helps ensure
employees’ full range of contributions across the
company is being accurately and fairly
considered.

Accurate: According to group decision-making
research, groups can act as a “check & balance”
system against individual biases. Groups with
members of diverse backgrounds and perspec-
tives have also been shown to make higher
quality decisions than individuals?®.

Efficient: If done right, calibration need not be
a drain on organizational time and resources.
Calibration sessions can provide leadership
with extremely valuable conversations about
business and talent within the organization in a
relatively short amount of time.

We believe calibration tends to be more effective

than other methods of performance assessment
for most jobs. But calibration does not, and as we
will argue, should not look the same across every
organization or every job. There are different
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methods of conducting calibration, different pur-
poses it may serve, and other organizational fac-
tors that may affect its value and usefulness. The
purpose of this paper is not to reveal the one and
only way calibration must be performed, but to
support an organization’s use of calibrationin a
thoughtful and strategic way.

Besrf}un @ Peromencs Q ® )
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Figure 3: Technology illustration for calibration
talent review. This is one of several screen shots
provided that show how calibration methods can
be supported through technology. In this exam-
ple, a manager or group of managers are able to
simultaneously review and compare the perfor-
mance of multiple employees on a range of
different performance dimensions and job
relevant characteristics.
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Part Il. Defining Calibration

According to Merriam Webster's dictionary, the
word “calibrate” means to measure against a
standard. In the context of talent management,
“calibration” refers to methods used to ensure
that evaluations of employee contributions are
based on a common and appropriate set of stan-
dards. We use the word “contribution” intention-
ally because calibration is used in a variety of
ways. Perhaps the most common use of calibra-
tion is to assess differences in employee perfor-
mance in their current role. Calibration is also
frequently used to assess differences in employ-
ee potential to move into future roles. It can also
be used to assess the criticality of an individual
employee’s skills and capabilities to the opera-
tions of the company. For example, determining
if certain employees possess crucial technical
knowledge that could not be easily replaced if
they left the company. Calibration can also be
used to determine how to allocate compensa-
tion, job opportunities, or development resourc-
es across employees in ways that will maximize
the return on investment for the organization.

Calibration creates an “equal playing field” by pro-
viding managers with reference points, common
standards and shared criteria against which to
make judgments about employees. Rather than

relying on the subjective opinions and attitudes of
a single manager, calibration brings in the opin-
ions of multiple people with different viewpoints
and perspectives to ensure that employees are
evaluated based on their actual behaviors, skills
and accomplishments. This is particularly impor-
tant for reducing idiosyncratic biases found
across managers and reducing subconscious bi-
ases that can negatively impact women, ethnic
minorities and other historically under-represent-
ed groups!”18,

Calibration also addresses one of the most com-
mon problems associated with assessments
made by individual managers: the tendency of
managers to categorize all employees as being
roughly the same. Left on their own, many man-
agers seek to avoid confrontation, hurt feelings,
etc. by placing most or all their employees at the
same general level. They may also categorize the
majority of employees in a way that implies their
contributions are all “above average”, even though
by definition this is not possible. A fundamental
part of effective calibration is using group-based
decision making methods to challenge and help
managers differentiate between outstanding, sol-
id and below average contributors. Some com-
mon methods for doing this include:
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 Clear assessment criteria. Assessing employ- restructuring that necessitates significant

ees using behavioral definitions of job perfor-
mance, metrics tied to specific, measurable job
goals, and/or well defined attributes describing
key skills and capabilities. During calibration ses-
sions managers are challenged to describe and
categorize employees relative to these criteria.
Expected rating distributions. Some calibra-
tion sessions encourage managers to distribute
employee ratings to fit a pre-defined distribu-
tion (i.e., 15% “fails to meet expectations”, 35%
“meets expectations”, 35% “exceeds expecta-
tions”, and 15% “greatly exceeds expecta-
tions™). The use of recommended distributions
can be an effective means to encourage manag-
ers to critically evaluate employees’ relative
contributions. But strictly requiring managers
to “force rank” employees into different catego-
ries can be highly problematic. Force ranking
may initially be effective at increasing workforce
productivity if a company has a high percent-
age of under-performing employees that it has
not addressed. But its value wears off quickly as
the company begins to manage out poor per-
formers!?.20 and over time it can significantly
damage workforce quality and employee mo-
rale!®.20.21_ Consequently, we do not recommend
using strict forced ranking unless there is a very
specific situation that requires it (e.g., financial
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reductions in workforce cost). Even then, it
should be used very carefully.

Reviewing and discussing categorization rat-
ings. One of the hallmarks of effective calibration
sessions is the use of discussion and dialogue
to clarify what employee behaviors, skills and
accomplishments are critical to the success of
the organization. Research has shown that
when raters know they will be asked to justify
assessment ratings, they put more care into
consideration of performance behaviors when
making their assessments?2. The result is more
thorough, consistent, unbiased assessment of
employees. The most common type of rating
review involves an employee being rated by his
or her manager, and then that manager’'s man-
ager reviewing the rating to ensure it aligns with
the company'’s performance definitions and/or
rating distribution guidelines. This method is a
form of calibration, but it is prone to allowing
bias to affect ratings since both managers may
share the same perspectives23.24, Calibration
sessions reduce this risk of bias by bringing to-
gether a larger group of individuals composed
of managers, senior leaders, and/or talent man-
agement specialists from across multiple
teams, departments, or organizations to dis-
cuss and debate assessment ratings.
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Calibration sessions can leverage all three of
these methods to increase assessment accuracy.
For example, performance data and ratings from
individual managers based on clear performance
criteria may be collected prior to a calibration re-
view session. During the session managers are
required to explain and discuss their ratings deci-
sions to their peers. In some cases, the discus-
sion may lead managers to change their ratings.
Managers may also be challenged if their ratings
do not conform to an expected rating distribution
(e.g., if amanager rated all their employees as
above average they would need to explain to their
peers why their team is so strong). This ensures
that the final assessments are both accurate and
consistent with the views of and observations of
other members of the organization.

One of the historical challenges to conducting cali-
bration was the work required to assemble the
data on individual employees needed to hold ef-
fective calibration sessions. Because of the effort
involved, calibration was often only done for a very
small number of jobs in a company such as top
leadership roles. Or it was done in an overly sim-
plistic manner that emphasized compliance over
quality (e.g., forcing managers to comply with
strict forced ranking guidelines). Advances in
human capital management technology have
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removed many of the operational constraints that
historically limited companies from making much
greater use of calibration. As a result, the use of
calibration is becoming more common across a
much wider range of jobs than in the past.

Given its multiple benefits, we believe that cali-
bration should be used by virtually every organi-
zation in some manner (an exception might be
made for very small companies). This does not
mean calibration should be used in the same way
or for the same purpose in every organization.
Nor should it necessarily be used for every type
of job. But given the value calibration has for en-
suring fair, accurate assessments of employee
contributions, it is hard to imagine a company
that could not benefit from its use in some form.

“We use a ‘good cop bad cop’type strategy to
push supervisors to really flush out their thought
process and justify their ratings further.”

“Disagreements are generally where leaders must
really justify their view of a person'’s perfor-
mance. If I've interacted with the person myself, |
might say to the manager, ‘well this was my inter-
action with so and so, and this is what occurred...
is this an anomaly? Is this typical behavior for so
and so? Things like that.”
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Part lll. Calibration Design

There is no “one best way"” to conduct calibration
sessions. Methods that work in one company
might not make sense for another organization.
The following are critical design questions that
should be considered when designing a calibra-
tion process or conducting calibration sessions
for your company:

1. What are you calibrating?

2.What jobs and employees are being calibrated?

3. How much time will be spent on calibration?

4. How will calibration data be used?

5. Which employees will be assessed in different
calibration sessions?

6. What methods will be used to structure cali-
bration conversations and decisions?

7.Who will participate in calibration sessions and
what are their roles?

8. How will the results of calibration sessions be
communicated?

Each of these questions will be discussed in
more detail.

1. WHAT ARE YOU CALIBRATING?

It is important to ask “what purpose will calibra-
tion serve in my organization?”, and to make

sure that managers clearly understand this
purpose. Calibration may be used for several pur-
poses, including:

« Managing differences in job performance. The
success of a company ultimately comes down
to the performance of its employees. And the
best predictor of future performance is past
performance. While job performance is critical
to business success, it is also notoriously diffi-
cult to define and measure. Performance can

be defined in terms of past accomplishments,
quantitative results, knowledge and skill levels,
or any number of behaviors. Managers vary in
how they evaluate employee performance,
have difficulty differentiating between high and
low performers, and struggle to effectively deal
with employee performance differences. Left to
their own devices, many managers choose to
treat all employees as though they perform at
the same level, rather than addressing low per-
formers or supporting truly high performers.

“We saw ratings continue to become higher and
higher. It's easier to say ‘your performance has
improved’ than the opposite. So, we used
round tables to get calibrated ratings back.”

“Looking at how managers were rating employee
performance, we knew we had to do something.
Previously, everyone was getting a ‘5" But we
knew from corrective actions throughout the
year, that these ratings couldn't possibly be ac-
curate. Calibration seems to be working. Rarely
do we find employees in the lower two steps for
more than a year. They either exit the organiza-
tion, or more likely, have improved their skills
and are meeting expectations.”

Calibration addresses these problems by using
common definitions and processes for assess-
ing performance, and by fostering conversa-
tions that provide guidance and expectations
about how performance differences are to be
managed. By improving the accuracy of perfor-
mance ratings, calibration provides the compa-
ny with valuable data for making talent
decisions related to staffing and compensation,
tracking metrics such as “turnover of high vs.
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low performers’, or using performance criteria
to evaluate and refine hiring and training
methods.

+ Assessing differences in employee potential.
To maintain organizational performance over

time, companies must effectively support and in-

vest in the potential of their employees. Accu-
rately measuring employee potential is critical to
guiding development decisions related to train-
ing, job assignments, or retention incentives.
Like performance, the concept of potential can
be difficult to define. It depends on a range of
factors including past performance, motivation,
aptitude, qualifications, and others. Calibration
helps ensure that assessments of potential are
based on a common, organizational definition
and not simply the untested judgment or “intu-
ition” of individual managers. Calibration ses-
sions can also increase visibility of high potential
employees and identify opportunities to provide
them with job assignments or resources that will
help them realize their potential.

“The problem was that managers thought of
‘high potential’ in different ways across our or-
ganization. There are so many definitions of po-
tential, so the definition would change whether
speaking about it in the investment business or
the distribution channel, for example. In any
case, we weren't quantifying potential consis-
tently across the organization, which is what
calibration helped us to do.”

Allocating compensation and rewards. It is
appropriate to invest resources into employees
based in part on the relative value they provide
to the company?¢. Rewarding performance,
either through merit increases, bonuses,
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long-term incentive, or spot awards, has been
shown to significantly increase workforce perfor-
mance over time?” But these ‘pay for perfor-
mance’ techniques only work if the organization
has methods to appropriately determine the lev-
el of rewards to be given to different employees.
Calibration can be a key part of these methods.

It is important to stress that using calibration
for compensation is different than calibrating
performance or potential. While performance
and potential are important factors that influ-
ence compensation, they are not the only
things that affect compensation decisions. For
example, current pay levels compared to the
market, comparing pay levels between employ-
ees in similar roles, previous pay increases, and
perceived retention risk are all reasonable fac-
tors to consider during a calibration session fo-
cused on compensation. None of these factors
would make sense to include in a calibration
session focused on performance.

“There are a lot of good employees. But there’s
only so much money to give out.”

It is common and sensible for companies to have
multiple calibration sessions with different pur-
poses. For example, a company might hold
calibration sessions focused on performance in
the first quarter of the year and then hold ses-
sions focused on compensation the second
quarter. The compensation calibration sessions
might leverage data from the performance
calibration sessions, but would also use other
data to guide pay decisions. In the third quarter
the company might hold another series of cali-
bration sessions focused on assessing employee
potential. These sessions might be limited to
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employees in certain roles or employee who have
achieved some minimum level of performance.
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Figure 4: This screen illustrates one of the more
common methods used to calibrate employees for
the purpose of succession management. Fre-
quently called the “9 box”, it assesses employees
based on performance in their current role and
their future potential to move into roles with great-
er levels of responsibility. This method is called a 9
box because most companies assess employees
on 3 levels of performance and 3 levels of poten-
tial. Variations of the 9 box include 25 boxes, 6
boxes, 4 boxes or any other combination one
might imagine based on the number of perfor-
mance and potential categories used. As we dis-
cuss later, the 9 box method while widely used and
beneficial in many respects, also has some signifi-
cant limitations.

In addition to using calibration for performance,
potential, and compensation, companies are in-
creasingly using calibration to guide operational
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staffing decisions. For example, following an-
nouncement of an acquisition a company might
hold a calibration session to determine who to
assign to the post-merger integration team.
During this session leaders meet to consider
which employees to assign to the integration
team based on their past experiences, skills and
future potential. Technology has made these op-
erational, “spur of the moment” operational staff-
ing calibration sessions much easier to conduct
by allowing companies to quickly identify and
create pools of employees and to readily review
employee performance and potential data.

There are several reasons why it is better to con-
duct separate calibration sessions rather than try-
ing to calibrate performance, compensation and
potential all in a single session. First, holding multi-
ple sessions simplifies calibration by focusing on
one type of decision at a time. This tends to im-
prove the results of calibration sessions. Research
has shown that the broader the number of topics
and individuals included in group decisions, the
greater difficulty they may encounter in terms of
coordination and decision making??. In other
words, as more people become part of a conversa-
tion and more topics are covered, the greater the
risk of confusion and misunderstanding.

Having multiple calibration sessions also allows a
company to design each session tailored to its
specific purpose. This may include changing the
composition of the calibration group, the criteria
used for calibration, and the timing and steps used
in the overall calibration process. For example, it
may make sense to have one group of individuals
calibrate past employee performance, but another
group to discuss future employee potential. The
design and agenda of the session will also change
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depending on whether the discussion is about
performance, potential, or compensation. And it
may make sense to calibrate performance across
a broad range of jobs and employees, but only cali-
brate potential or compensation for a smaller
number of people. In sum, it is better to have sev-
eral types of calibration sessions each focused on
a single topic rather than one long session that
tries to cover multiple things at once.

2. WHAT JOBS AND EMPLOYEES ARE BEING
CALIBRATED?

It usually does not make sense to include all em-
ployees or all jobs in every type of calibration ses-
sion. The following are factors to consider when
evaluating which jobs should be included in dif-
ferent types of calibration processes:

« Impact of performance differences. Calibra-
tion is most valuable when applied to jobs where
differences in employee performance have a sig-
nificant impact on business outcomes. This is
true for most jobs. However, there may be some
frontline, entry-level jobs where performance is
highly routine, to the point that there is relatively
little difference between a high performer and an
average performer. In these cases, calibration
may not make sense.

* Length of service. The use of calibration helps
organizations to steadily improve the overall
quality of the workforce. This is particularly im-
portant for jobs where employees are likely to
remain with the company for multiple years.
Calibration may not make sense in jobs where
employment is seasonal or where the average
length of service is only 12 months or less.

» Work contracts. Certain types of calibration
may not make sense or even be legal for jobs
where workforce decisions are governed by
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collective bargaining contracts or other pre-de-
fined qualifications criteria. For example, it would
be meaningless to hold calibration compensa-
tion sessions for a job where compensation lev-
els are contractually determined based on
tenure. But it may still make sense to calibrate
performance and potential for these sorts of
jobs to identify and support high performing em-
ployees, surface and address potential perfor-
mance concerns, and develop employees who
have the aptitude and interest to move into more
senior or leadership positions.

Career paths. In many companies, certain jobs
provide internal talent pools for the organiza-
tion. For example, many retail companies lever-
age frontline hourly staff to identify and develop
future store managers. And many manufactur-
ing companies draw supervisors from frontline
employees working under union contracts. Cali-
bration sessions focused on potential can add
value for these jobs even if performance differ-
ences in these jobs are minimal, employees in
these jobs tend to have a relatively short aver-
age length of service, or pay is determined by
contractual defined criteria.

“We want managers to think of employees as con-
stantly developing no matter where the employee
is in the organization. Even if an employee is un-
likely to move into a new position, we still want to
be thinking about “what’s their next best job™?

Employment Status. This is not so much about
what jobs to include, but whether to include peo-
ple who may not have “jobs” in a technical sense.
Most companies limit calibration sessions to in-
dividuals that are currently employed by the
company. But some organizations include indi-
viduals that recently quit or were asked to leave
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the company, particularly when calibrating on
performance. This enables the company to track
whether low performing employees are being
effectively managed out and whether high
performing employees are voluntarily leaving.
Companies may also want to include contract
employees in some calibration sessions, although
there may be legal restrictions that limit the in-
volvement of contractors in activities associated
with full-time employment.

Calibration sessions can require a considerable
time investment. The value of this investment will
vary depending on the nature of different jobs. Ta-
ble 2 provides a summary of jobs where certain
types of calibration may not make sense. For exam-
ple, calibration methods that make sense for highly
skilled, longer-tenured professional positions may
not make sense for lower skilled, short-tenured, en-
try level jobs. This does not mean that calibration
never makes sense for certain kinds of jobs, but
that the value associated with different calibration
methods can change depending on job type.

Table 2. Jobs Where Calibration Methods May
Have Less Value

3. HOW MUCH TIME WILL BE SPENT ON
CALIBRATION?

One of the primary ways calibration provides value
is through getting managers and other key mem-
bers of the organization to discuss important
topics and decisions related to workforce perfor-
mance, potential and compensation. The time re-
quired for effective calibration discussions is one
of its biggest limitations. Calibration sessions do
not work if they are overly rushed. But holding
numerous lengthy calibration sessions is rarely
possible given most companies operational con-
straints. This is particularly true in large organiza-
tions where the sheer number of employees and
job types can pose a challenge to running an effi-
cient calibration process.

“It takes at least 30 minutes to hold a good cali-
bration session and usually more. The goal is not
just to place people into boxes. It is to spend time
talking about why they are in different boxes.”

Likely value of calibration methods

Performance Potential Compensation
Jobs where performance differences are small Low Moderate Low
Seasonal or high turnover jobs Low Moderate Low
Jobs where compensation is set by contracts Moderate Moderate/ None
High
Jobs with little internal turnover to new positions  High Low High
Contract or former employees High None Low
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The SAP SuccessFactors customers we inter-
viewed for this study reported assessing any-
where from 1,000 to over 145,000 employees
during their calibration processes. Smaller orga-
nizations tended to spend about 6-8 weeks com-
pleting their calibration process. Larger, more
complex organizations reported spending up to 9
months of the year preparing for and conducting
the formal sessions. The length of individual cali-
bration sessions also varies substantially across
our customers. Sessions focused on lower level
jobs or that involve fewer than 10 employees may
be as short as 30 minutes. In contrast, sessions
looking at larger numbers of employees or at
high impact professional and leadership jobs
tend to be 2 to 4 hours in length. Calibration ses-
sions that are focused on a thorough assessment
of top leadership and professional employees, or
that are examining the total talent strength of
large workforces may take up to a day or more.

A critical part of calibration process design is think-
ing through the time required to conduct a typical
calibration session considering how many sessions
will need to be conducted across the company. A
calibration process that requires more time and re-
sources than an organization can realistically de-
vote is bound to fail. The following variables should
be considered when thinking about the time need-
ed to complete a calibration process:

« How many types of calibration sessions will
you conduct? A tempting way to reduce the
time spent on calibration is to combine different
types of calibration into a single session rather
than holding multiple sessions. For example,
calibrating performance, potential and
compensation all in the same session. There are

two reasons why combining calibration sessions
is not wise. First, combined sessions create con-
fusion. People struggle to differentiate between
performance, potential and compensation which
results in less effective calibration decisions. This
undermines the core purpose of calibration
which is to improve the accuracy of employee as-
sessments. Second, it may actually take

longer. Group decision-making is faster and
more accurate when the group is focused on
clearly defined criteria and outcomes??. We be-
lieve it is usually better to conduct a single type
of calibration well than risk doing multiple types
of calibration poorly. It also need not be an “all or
nothing” proposition. For example, a company
might conduct calibration sessions for perfor-
mance on all employees, but limit calibration ses-
sions for potential to those employees who are
above a certain level of performance.

How many employees will be assessed in
each calibration session? Increasing the num-
ber of employees assessed in each session re-
duces the total number of sessions needed.
However, adding employees can increase the
length of each individual session and at some
point, will lead to “decision fatigue”. Decision
fatigue occurs when groups are making the
same sorts of decisions over and over and sig-
nificantly reduces the accuracy of group deci-
sions39:31, The quality of the calibration sessions
can also suffer as a result of combining togeth-
er groups of employees that should be calibrat-
ed separately. In sum, a host of factors should
be considered when deciding how to combine
groups of employees. Later in the paper we dis-
cuss in more detail some of the factors to con-
sider when determining the number and types
of employees to include in a calibration session.

K {1wra3 )



Total Workforce Performance Management

* How much time will be spent discussing indi-
vidual employees in each calibration session?
A major purpose of calibration is to encourage
conversation about employee contributions. At
the same time, there is a point of diminishing
return when it comes to talking about an indi-
vidual employee. How much time is enough or
too muchis likely to depend on the nature of
the employee and their role in the organization.
For calibration sessions focused on senior lead-
ership roles, it is not uncommon to spend 30
minutes talking about a single employee. But
for most roles, spending more than 15 minutes
on one employee would probably be considered
excessive. And less than 3 minutes may be ade-
quate for many employees. However, it is criti-
cal that adequate time be scheduled for
calibration sessions to avoid the risk of sup-
pressing valuable conversation merely to stick
to a pre-defined schedule.

+ Will you have dedicated calibration session
facilitators? As we will discuss later in this pa-
per, there are many reasons why it may make
sense to have a dedicated session facilitator.
Skilled session facilitators are critical to keeping
calibration conversations focused and efficient
while remaining rigorous and effective. Research
has shown that a skilled facilitator can increase
group decision quality3° while simultaneously
reducing time needed for discussion3.

Ultimately, the only correct answer to the question
“how much time will calibration take?"” should be
“enough to make accurate and appropriate as-
sessment decisions without overly burdening
business operations”. Calibration sessions can
take as little as 15 minutes or as much as a full day
depending on the topic, the number and type of
employees, and the structure and facilitation of

K

the session. How long is long enough should be a
subject for discussion, keeping in mind that a) few
topics have a bigger impact on business perfor-
mance than workforce performance and potential,
and b) good calibration conversation is not just
about the capabilities of employees; it is also
about what capabilities are needed by the organi-
zation. Calibration is not just a conversation about
talent; it is also a conversation about the strategic
needs of the business. And that is a conversation
worth spending some time discussing.

4. HOW WILL CALIBRATION DATA BE USED?
Calibration sessions provide value in two ways.
First, the dialogue during calibration sessions
provides managers and leaders with a greater un-
derstanding of the talent within the organization
and relationships between the company'’s busi-
ness needs and the capabilities of its workforce.
Second, calibration sessions provide data seg-
menting the workforce into critical categories
based on the characteristic and contribution of
individual employees. This data is highly valuable
for improving organizational talent management
decisions, provided it is used as part of the deci-
sion-making process!

It is important to communicate how calibration
data will be used prior to conducting calibration
sessions. Being transparent about the purpose
and use of calibration data is critical for building
employee-manager trust regarding the fairness
and equity of the company’s talent management
methodss, 33. In addition, if managers know that
the data from calibration sessions will be used to
make important decisions impacting their teams
and the organization, they will likely put greater ef-
fort into ensuring the data generated through cali-
bration discussions is accurate34.

{18743 >



Total Workforce Performance Management

There are several ways that calibration data can
be leveraged by the organization. The first and
most obvious is to use the data to make talent de-
cisions about individual employees. For example,
using performance calibration data to guide deci-
sions related to compensation. Or using potential
calibration data to guide decisions related to de-
velopment and staffing. The second way is to use
the data to gain insights into the nature of the
workforce. For example, determining the percent-
age of the workforce that is exceeding perfor-
mance expectations or that is considered ready to
take on greater levels of job responsibility. The
third way data can be used is to measure work-
force strength. For example, measuring employee
retention by performance level to determine if
high value employees are turning over at a faster
rate than lower value employees. Or, assessing if
employees in certain demographic groups are dis-
proportionately categorized as being at lower or
higher levels of performance and potential. Last,
calibration data can be used to evaluate the effec-

tiveness of different managers or talent processes.

For example, do certain managers excel at retain-
ing and developing high performing employees. Or
do certain recruiting methods lead to hiring higher
performing employees.

The more calibration data is used the more effort
will go into calibration discussions, and the more
accurate and valuable the data will become. The
key is to start using the data and to be sure that
managers and employees know how the data is
being used.

5. WHICH EMPLOYEES WILL BE ASSESSED IN

DIFFERENT CALIBRATION SESSIONS?

One of the most important parts of designing a
calibration process is determining which employ-
ees will be assessed in the same session. Ad-
dressing this topic requires managing the risk of
putting too many employees in a single session
and not having adequate time available to dis-
cuss the employees’ individual contributions or
combining employees who cannot be effectively
compared against one another. The following are
some crucial questions to think through when
addressing this topic.

* How many employees should be included
in a session? Figuring out how to create cali-
bration groups of manageable size and
appropriate composition is critical to making
calibration work. For operational reasons
alone, it may make sense to set a maximum
number of employees for a single calibration
session. Many of our customers reported set-
ting a cap on the maximum calibration group
size (i.e., 50 or 80 employees maximum), or
having a specific time allocated to discuss
each employee (e.g., 3 to 5 minutes). Be
realistic about the time your organization is
willing and able to devote to calibration. If
you want to include 200 employees in a
single session, be prepared to spend the bet-
ter part of a day on the discussion or be com-
fortable knowing that only a small percentage
of employees in the session will actually
be discussed.
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One strategy for calibrating large numbers of
employees is to allow the size of calibration ses-
sions to increase over the course of the process.
Initial calibration sessions done within specific
functions or regions may be limited to smaller
numbers of employees to ensure adequate time
to discuss every individual. The results of these
sessions are then aggregated to create sessions
that span multiple functions and regions and in-
clude much larger numbers of employees. These
larger sessions use a different calibration pro-
cess where discussion is limited to a subset of
employees (e.g. only discussing outstanding per-
formers or high potentials).

“Some companies try to put hundreds upon hun-
dreds of employees into these sessions. But cal-
ibration is really intended to allow for discussion
about each individual person, or at least close
to each person, during a single session.”

Itis also important to consider the minimum
number of people to assess in a single calibra-
tion session. Calibration involves comparing em-
ployees on different attributes and placing them
into categories based on their perceived value or
impact on the business. The assumption under-
lying calibration might be summed up as “not ev-
eryone in a group contributes at the same level
and there is value in knowing who is contributing
the most or least to the organization” Calibration
provides the most value when you are consider-
ing the performance of at least 3 or more people.
You could have a calibration session with just
one employee, but it wouldn't be true calibration
considering no comparison is being made to
other employees. The issue of how many catego-
ries should be used and questions about limiting
the number of employees who can go into each

section when using forced distribution is dis-
cussed later.

Some companies set a minimum number of
people to include in calibration sessions. This
ensures a basis of comparison for the calibra-
tion discussion. It also reduces the time spent
conducting calibration sessions that only assess
small numbers of people. The issue of minimum
calibration size becomes particularly important
if your company requires that employees includ-
ed in a calibration session must be placed in dif-
ferent categories (i.e., everyone can't be given
the same rating). Research has shown that
these sorts of forced distribution methods do
not work effectively unless you include at least
30 employees in each calibration session#’. The
issue is one of mathematics. The concept of
forced distribution assumes that not everyone
performs at the same level. But in small groups
of employees, it is possible that everyone may
truly be at the same level.

In summary, it is important to have a set of guide-
lines around setting minimum and maximum
numbers of employees to include in calibration
sessions. This doesn’'t mean that all calibration
sessions should be equal in size. It is quite com-
mon for initial calibration sessions to be conduct-
ed with smaller groups of employees
representing specific departments or regions,
and then to conduct larger calibration sessions
that combine these groups together to look at
talent across the company. However, the struc-
ture of these session should change as the num-
ber of employees increases. For example, small
group calibration session might should encour-
age conversation about every employee while
large group sessions might focus on only those
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employees falling into the upper or lower catego-
ries of performance, potential or compensation.
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Figure 5: Technology illustration for selecting
employees to include in a talent review session.
The screenshot shows that individual employ-
ees can be selected for inclusion in a calibration
talent review based on their organization, per-
formance level, tenure, interest in relocation,
and a range of other criteria.

Which employees should be calibrated
together? The most common method used to
determine which employees to include in a
single calibration session is to look at the com-
pany organizational chart and combine employ-
ees who report up to the same managers or
leaders. The advantage of this method is that it
is very simple. The problem is it assumes em-
ployees who report to the same person on an
organizational chart work together or perform
similar functions. This assumption is not always
true. In matrixed organizations or companies
with highly specialized roles, two employees
who report to the same manager might per-
form extremely different tasks and rarely inter-
act with each other. It may be difficult to
compare these employees against each other in
a calibration session. It is therefore important

to consider whether criteria other than report-
ing structure should be used to guide selection
of employees to include together in calibration
sessions. The following are criteria companies
have used to determine which employees to
calibrate together:

Reporting structure. This is probably the most
common method used to determine calibration
groups. But it need not be limited to formal re-
porting structures. Companies may also group
employees together based on matrixed report-
ing relationships.

Job categories. Employees can be grouped to-

gether based on the types of jobs they perform.

For example, calibrating first level managers to-

gether as a group or calibrating engineers to-

gether as a group. It is also common to group
employees based on their functional area. For
example, calibrate finance personnel together
in one group and marketing personnel together
in another group.

— Geographic location. Some companies
group employees based on the region or of-
fice they work from. This approach makes it
easier to conduct in-person calibration meet-
ings since everyone is likely to work in the
same place. But it can be problematic be-
cause employees in one region may perform
very different types of work.

— Employee attributes. Companies may
group employees together who share com-
mon attributes related to career interests or
qualifications. This is particularly common
when defining groups when calibrating for
potential. For example, conducting calibra-
tion sessions for employees who have
indicated a willingness to relocate, an inter-
est in advancement, more than one year of
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tenure in their current role, and/or perfor-
mance above a certain minimum standard.

It may make sense to use multiple criteria to guide
the selection of employees for calibration sessions.
For example, conducting a calibration session look-
ing at the potential of all first level managers in
sales working in Europe with at least a year of ten-
ure. Technology can be very valuable for this task
because it enables companies to quickly identify
and select employees who meet different criteria.
On the other hand, if the selection criteria become
too complex, it may become operationally difficult
to scale calibration across the company in a coher-
ent fashion. Ultimately, it comes down to figuring
out what makes the most sense given the nature of
the company and the goals you wish to achieve
through the calibration sessions.

The decision of how to combine employees into
calibration sessions is not a trivial one. Determin-
ing how many employees to include in calibration
sessions and which employees to calibrate to-
gether has a significant impact on how calibra-
tion sessions are conducted. Calibration
methods that work for small groups may not
work for large groups. And it can be difficult to
compare employees if they come from radically
different jobs. Similarly, the people doing the rat-
ing may struggle to have effective discussions
about employees who they do not know or who
perform roles they do not understand. At the end
of the day, there is no “ideal way"” to determine
the composition of calibration sessions; every ap-
proach will have advantages and disadvantages.
What is important is to have a clear viewpoint
and rationale behind the decision of which em-
ployees to calibrate together and to explain this

to employees and managers so they understand
why the sessions are structured the way they are.

6. WHAT METHODS WILL BE USED TO
STRUCTURE CALIBRATION CONVERSATIONS
AND DECISIONS?

This question focuses on the methods you will
use to guide conversations and decisions during
the actual calibration sessions. Calibration in-
volves bringing a group of people together, usual-
ly managers and company leaders, to discuss
and assess the contributions of other people in
the company. Calibration is fundamentally a
group decision making process. A lot of research
has shown that groups make better decisions
when they follow well-defined processes3® This
involves defining the criteria used for the assess-
ment, defining the order you will use to assess
employees, structuring the dialogue used to
guide the assessment, and clarifying the expect-
ed outcomes of the assessment process. We dis-
cuss each of these below.

« Assessment criteria. Most calibration sessions
focus on categorizing employees based on eval-
uations of current job performance, estimates of
future job potential and/or recommended com-
pensation investments. Calibration discussions
tend to be more efficient and effective if the cat-
egorization criteria are clearly defined and com-
municated in advance of the session. Table 3
lists some common criteria used to categorize
employees into different levels of performance,
potential and compensation. These criteria may
not make sense for every organization. But it is
recommended that every organization identify,
define and communicate these types of criteria
in advance of conducting calibration reviews.
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« Order of assessment. Research has shown that
the order in which individuals are assessed influ-
ence how they are assessed3®. For example, re-
search studying the “contrast effect” has shown
that when an employee receives a low assess-
ment the next person assessed is more likely to
receive a higher assessment3”38, And research
examining “rating fatigue” suggests that more
time will typically be spent discussing the first
person who is assessed compared to the last

person. It is probably impossible to assess em-
ployees in an order that won't have some impact
on the assessment results. But the level of error
created by the order of assessment can be re-
duced using a few simple tips. First, create a
standard process that defines the order of as-
sessment. This will ensure consistency across
calibration sessions. Second, avoid ordering
assessment using arbitrary criteria such as

an employee’s last name or the manager they

Table 3. Common criteria used to guide calibration categorization decisions

Current Job Performance

Future Job Potential

Recommended
Compensation Investment

* Level of achievement of differ-
ent job goals
« Difficulty or importance of job

« Performance in current job
with emphasis on specific
behaviors or goals associated

« Current job performance

* Future job potential

« Current pay relative to
external market rates

goals achieved

« Displaying specific positive or
negative job relevant
behaviors

« Manager evaluation of
performance

* Recommendations from
peers, direct reports, and/or
customers

« Achievement of major devel-
opment goals; acquisition of
new skills and certifications

+ Organizational commitment
as demonstrated through job
tenure and length of service

with success in possible
future roles
« Employee career interests

(e.g., interest in job opportuni-

ties, willingness to relocate)

« Acquisition of specific job
experiences (e.g., managing
P&L, international work)

« Acquisition of skills, certifica-
tions or educational
gualifications

« Manager evaluation of
potentia

« Measures of potential
gathered via standardized
assessment tools or
assessment centers

« Current pay relative to internal
peers or job level

 Previous pay increases

 Job tenure

« Achievement of specific job
goals that had a major impact
on company performance

« Acquisition or possession of
specific skills, knowledge or
job qualifications viewed as
critical to future business
operations

« Manager rating of
retention risk
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happen to report to. Using these criteria could
unfairly impact the results of people with
certain names or who happen to report to
certain managers.

The following are some methods companies
have used to determine the order of assess-
ments that can help lessen the risk of biased
results.

Anchoring. This is probably the most com-
mon method. In this method, people assess-
ing employees in the calibrations session
start by writing down privately the employee
they feel has the strongest performance, po-
tential or compensation value (depending on
the type of calibration session being conduct-
ed). One person is selected at random to
share the employee they identified and ex-
plain why they identified them. The group
then discusses the assessment of this em-
ployee and places them in an initial category.
Another person is then selected to share who
they identified and the process continues.

Anchoring can start at the high end or low
end, although most companies start on the
high end. It is not recommended to jump
back and forth from high to low and back
again. This could both create confusion and
could heighten bias caused by the “contrast
effect” when employees look better or worse
based on who was assessed before them.
When calibrating large groups of employees,
it is quite common to spend more time dis-
cussing employees during the early phases of
anchoring and then spend less time as the
process progress. This is a natural result of

people developing a shared sense of criteria for
evaluating employees.

+ Job Categories. This method is often used
when calibrating employees who come from
multiple jobs, functions or geographies. Em-
ployees are grouped together based on some
aspect of their work. For example, working in
the same job, being part of the same team, or
working in the same geographical area. Group-
ing employees together based on similar work
characteristics can make it easier to compare
employees against one another since they per-
form similar tasks or work in the same environ-
ment. Although this method does create a risk
of bias because some employees may look bet-
ter or worse based on the level of performance
found in their specific group or team?°.

* Randomization. In this method, employees are
selected at random to be assessed. This method
works well for calibration sessions that are as-
sessing relatively small numbers of employees.

When conducting calibration sessions involving
very large numbers of employees, it may make
sense to limit the discussion to a subset of em-
ployees in the group. For example, only discussing
employees who meet certain pre-existing criteria
such as being identified as high performers in pre-
vious calibration sessions. In these situations, you
can still apply these ordering methods but only
use them for the sub-group of employees that are
going to actively discussed. Last, note that these
ordering methods can be used in conjunction with
each other. For example, you might use job cate-
gories to identify the initial group of employees to
be assessed and then order those employees for
assessment using randomization.
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« Structuring the assessment conversation. It
is useful to develop a script to guide the assess-
ment conversation for each employee. This en-
sure all employees go through a similar
assessment process. For example, when cali-
brating based on performance you might start
the discussion about each employee with a
standard set of questions such as: “What out-
standing accomplishments or behaviors has
this employee achieved in their role? What
things does this employee do that make them
more effective than their peers? What things
make them less effective? What would this em-
ployee have to do to reach the next highest level
of performance?” Following a structured con-
versation process is fundamental to consistent,
accurate measurement which is one of the pri-
mary goals of calibration.

You may also want to establish some process to
determine when to skip, start or stop conversa-
tion about employees. For example, always ask-
ing the question “does anyone have additional
information that they believe might impact how
this employee as has been categorized?"” before
moving on the next employee. This lessens the
chance of employees being unfairly overlooked
or otherwise receiving inadequate attention dur-
ing a calibration session.

» Expected calibration outcomes. The purpose
of calibration is to recognize, accurately assess
and understand differences in employee contri-
butions so the company can more effectively
and fairly manage its workforce. The fundamen-
tal assumption of calibration is that “not all em-
ployees contribute equally” A risk when
conducting multiple calibration sessions is that
different groups of raters may interpret the

term “equal” differently. Raters in one calibra-
tion session may be comfortable grouping most
employees into the same categories as though
they are equal, while raters in other sessions
may work hard to differentiate employees from
each other. The best way to lessen this risk is to
define the number of categories used in the as-
sessment and to set expected rating distribu-
tions across these categories. For example,
setting a goal in a performance calibration ses-
sion to place employees into 5 different catego-
ries such as “record breaking, outstanding, solid,
below expectations, serious concerns” and then
communicating that the company expects to
see about 5% to 10% of the employees in the
highest category, 25% to 30% in the next high-
est category, and so forth.

As mentioned earlier in the paper, there is a big
difference between communicating “expected”
rating distributions versus using “forced distribu-
tions” that require that a certain percentage of
employees go into different categories. The use
of forced distribution can create significant prob-
lems and should generally be avoided?. However,
communicating expected rating distributions can
create more consistent, accurate and useful cali-
bration of employee contributions. It provides
raters with a sense of the level of differentiation
they are expected to make when assessing em-
ployees. For example, if raters know they are ex-
pected to place at least 5% and no more than
10% of employees in the highest category they
will challenge each other to achieve this target.
Raters should be told that it is okay not to meet
the expectation, but that if they do not meet it
they must provide a clear explanation why their
group of employees is so different from the other
groups being assessed in the company.
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Two things are required to set expected calibra-
tion outcomes. First, you must decide the num-
ber of assessment categories to use. Table 4 list
some example categories used for perfor-
mance, potential, and compensation calibra-
tion. Note that these titles are just examples.
Careful thought should be put into choosing
category labels that fit the culture and goals of
the organization. In addition to the titles, it is
also important to define the criteria that should
be used to determine which category to place
employees. Research on performance evalua-
tions suggests that five categories tend work
best for performance calibration3s. Many com-
panies use three categories when calibrating for
potential. The categories used to calibrate com-
pensation decisions tend to vary based on
whether the discussion is focused on merit in-
creases, variable pay, or long-term incentives.

In addition to the number of assessment catego-
ries, you must decide on the percentage of
employees expected to fall in each category. His-
torically, companies tended to use percentages
that follow a normal or near normal distribution.
For example, for five performance categories the
expectation might be 10% high performer, 25%
above expectations, 30% meets expectations,
25% below expectations, 10% serious concerns.
Research has shown that employee performance
rarely follows these sorts of distributions37, with
far fewer people falling in the upper and lower
categories than would be expected based on a
strict normal curve. Based on this, the following
might be a more realistic performance distribu-
tion: 5% high performer, 40% above expecta-
tions, 35% meets expectations, 15% below
expectations, and 5% serious concerns. In
addition, if a company actively addresses

Table 4. Example categories used for performance and potential calibration

Performance Categories

Potential Categories

Compensation Categories

Outstanding
Exceptional

Meets Expectations
Below Expectations
Serious Concern

ture transition

expected
Critical Talent

Outgrown current role;
time for job transition
Actively developing for a fu-

No imminent role change

Maximum increase possible
Above average increase
Average increase

Below average increase

No increase

High Value Ready now for promotion
Solid Contributor Ready in1to 3 years
Struggling Well placed

Seriously Underperforming
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performance issues, it may have no employees
in the lowest category since they will have been
actively managed up or out of the organization.

The number and type of categories used for cali-
bration and the expected distributions across
these categories should be tailored to match the
nature of the work, business culture, and talent
management philosophies of your company.
What is important is not so much how many rat-
ing categories you have or what percentages are
expected to fall into each category. What is im-
portant is that the categories and percentages
make sense to the managers and employees in-
volved in the calibration process.

« The use of 9 box assessments for calibra-
tion. The “9 box" is a very common categori-
zation method used for calibration. For this
reason alone, we feel it is important to discuss
its advantages and disadvantages. The con-
cept of the 9 box is fairly simple. Employees
are placed in a three by three grid containing
nine different boxes based on how they are
assessed on two dimensions. Figure 6 shows
the most common version of the 9 box. This
version is used for succession management
with employee placement based on ratings of
current job performance and future job po-
tential. Another common version of the 9 box
used for performance management places
employees based on goal accomplishment
(what employees have achieved) and perfor-
mance behavior (how they achieved it). Nine
boxes are usually configured so the strongest
employees are in the upper right box and the
weakest are in the lower left.

Figure 6. Typical 9 Box Used for Succession
Management

The advantage of 9 boxes is they reinforce that em-
ployee value is a multidimensional concept. Suc-
cess depends on different, independent
characteristics. For example, a high performing en-
gineer in a technical individual contributor role may
not necessarily have the potential to be a great en-
gineering manager. And a sales person who ex-
ceeds their sales targets is not a truly high per-
forming employee if they mistreated their col-
leagues or misled customers to achieve their goals.

The disadvantage of 9 boxes is they often create
confusion and resentment among managers and
employees. People struggle to differentiate be-
tween the two dimensions used to place people on
a 9 box because “performance & potential” or
“what & how" tend to overlap in the actual world.
Employees who exhibit extremely high perfor-
mance and very low potential are rare in most jobs
(sales and highly technical roles possibly being an
exception). Similarly, there are few jobs where peo-
ple can achieve all the right things if they are doing
things all the wrong way. Because performance
tends to correlate with potential and what people
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achieve usually depends on how they achieve it,
it is very rare to find employee who strongly fit
the upper left or lower right corners of a 9 box.
These types of employees do exist, but they are
fortunately relatively rare (Bob Sutton’s book
“The no asshole rule” provides an excellent dis-
cussion of the dangers posed by people who
achieve the right things the wrong way). Be-
cause managers and employees rarely see peo-
ple who clearly belong in the upper left or lower
right corners of a 9 box, these 9 box categories
don't reflect the reality of the world as it is expe-
rienced by most people. This makes the 9 box
process feel artificial and frustrating for many
managers and employees.

Managers also struggle to communicate the
meaning of 9 box assessments to employees.
Many of the 9 box categories don't make sense
to managers or employees. It is clear that being
in the upper right of a 9 box is better than being
in the middle, and being in the lower left is bad.
But what does it mean to be in the boxes off the
diagonal? Is the middle top box better than the
middle right box? Managers already struggle to
differentiate between “performance vs. poten-
tial” and “what vs. how” during the 9 box assess-
ment process. They struggle even more when
asked to explain 9 box results to employees who
are concerned about what their placement in
different boxes means for their careers.

We are seeing companies replace 9 boxes with
calibration talent reviews that do not try to look
at performance and potential independently.
Instead they focus on categorizing employees
along a single dimension such as:

K

* Impact: Which employees are having a dispro-
portionate impact on the organization’s
success, and how should the company manage
people differently based on the value they

are providing?

Investment: How should the company invest
limited financial resources such as compensa-
tion in a manner that will maximize future work-
force productivity?

Advancement: How can the company most
effectively support the career growth, retention
and development of employees possessing the
leadership potential and/or critical expertise
needed to support future business goals?

These calibration sessions focus on very specific
topics and are clear about what they are not ad-
dressing. For example, the discussion of impact
only focuses on performance in the current role.
It does not address what compensation should
be given to people nor does it rate people on po-
tential for future roles. This allows them to use
simplified assessment models where employees
are placed into 3 to 5 categories aligned on a sin-
gle dimension (as opposed to the 9 category,
two-dimensional model of a 9 box).

7.WHO WILL PARTICIPATE IN CALIBRATION
SESSIONS AND WHAT ARE THEIR ROLES?

A particularly critical decision when designing
calibration methods is who should be included in
the group of raters responsible for assessing the
employees. It is surprising how often companies
base this decision solely from organizational
charts without thinking through important
factors such as people’s level of exposure to

the employees being rated, their perspective
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on the employees’ work and its impact on the
business, their understanding of the job and
company culture, or their experience and training
related to assessing performance or potential.
These questions are all worthy of attention.

Considerable research has been conducted ex-

amining how the composition of groups affects

the decisions they make. The following research
findings are particularly relevant considerations
for forming calibration rating groups:

« Group size. The size of a decision-making
group can influence the effectiveness of its de-
cisions. Compared to small groups (e.g. less
than 5 people), large groups will experience
more conformity, decreased individual partici-
pation from group members, and increased co-
ordination problems and areas of potential
conflict40.41.42. Some research suggests that
once a group has more than 7 members, each
additional member reduces ultimate decision
effectiveness by 10%43. While there are no hard
and fast rules regarding group size, it is proba-
bly best to have somewhere between 3 and 10
raters involved in a calibration session.

 Shared biases or perspectives. One of the ad-
vantages of calibration is its ability to reduce the
risk of biased assessments. However, group de-
cision making can also amplify biases if mem-
bers of the group share the same bias2324,
Shared biases can result from group members
having similar demographic characteristics,
experiences, or positions. As we have a bias for
people who are “like us”, we tend to rate similar
individuals more positively than less similar indi-
viduals#4. For example, both black and white rat-
ers have been shown to give significantly higher
performance ratings to members of their own

race*>46, However this bias can also extend to re-
flect a preference for people of the same gender,
age, and even organizational role or tenure#’.

Diversity amongst the raters in a calibration
group can play a critical role in achieving fair and
unbiased evaluations. Research suggests that in-
creasing within-group diversity can also offer
other benefits, such as more productive discus-
sions and higher quality ideas!® 48, Consequently,
one of the things to consider when creating cali-
bration rating groups is whether to include cer-
tain people intentionally because they are not
like other members of the group. This is also an
argument for including raters and/or facilitators
from other parts of the organization who have
not had any direct exposure to the employees or
jobs being assessed. By participating in the con-
versation, these raters can help ensure that the
assessment decisions being made by the group
are in line with how assessment decisions are
being made in other parts of the company.

Previous experience rating and/or promoting
employees. It is likely that some calibration
raters will have previously rated employees
included in the calibration session before. For
example, a manager may rate the same em-
ployees who report to him/her several years in
a row. While this may be unavoidable, it poses
risks worthy of consideration. Research shows
that when a rater has evaluated an employee in
the past, they are more likely to discount new
information about this employee if the informa-
tion conflicts with their original evaluation#°. In
other words, raters may exhibit a confirmation
bias to interpret new information in a way that
confirms our preexisting beliefs while giving
disproportionately less consideration to
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alternative possibilities®0. It may therefore be
wise to include raters in the session who have
not previously evaluated any of the employees.

Studies have also shown that raters tend to
evaluate employees more favorably if they had
previously hired or promoted that employee4°.
This is an example of the sunk cost effect which
is a tendency of individuals to make decisions
for the sake of justifying a previous decision?°.
Research suggests that groups actually in-
crease the severity and frequency of sunk
costs5!, meaning that a manager who hired or
promoted an employee may be reluctant to rate
that employee poorly in front of their peers, as
it might be perceived as an admission to having
made a bad staffing decision.

Group facilitator. A group facilitator is “a per-
son whose selection is acceptable to all mem-
bers of the group, who is substantively neutral,
and who has no substantive decision-making
authority diagnoses and intervenes to help a
group improve how it identifies and solves prob-
lems and make decisions, to increase the
group'’s effectiveness” (Schwarz, 1994, p.4). Re-
search suggests that having a facilitator can im-
prove the functioning and performance of small
groups®2. Having a neutral party present during
what can become an intense conversation may
be invaluable to the success of calibration ses-
sions. Responsibilities our customers common-
ly assigned to group facilitators include:

— Pre-work including scheduling the sessions,
gathering any supplementary materials need-
ed during the sessions, preparing session
agendas, etc.

— Preparing leaders for any difficult discus-
sions/decisions they foresee.

— Facilitating the actual conversations including
challenging raters to explain their decisions to
ensure they are critically and fairly evaluating
employees based on appropriate criteria.

— Providing general support and guidance to help
the group work through difficult issues.

— Resolving conflict and deescalating emotions
that may flare up when having difficult discus-
sions about the relative contributions made by
employees that raters may know well at both a
personal and professional level.

*9

L—

Figure 7: Technology illustration of calibration ses-
sion facilitation tools. This screen shot shows a tool
that allows companies to drill down through differ-
ent levels of employee information during a calibra-
tion session. In the example, an employee is
identified in a session, their name is clicked on to
show a range of attributes, one of the attributes ti-
tled “development plan”is clicked on to show em-
ployee progress and recent achievements.
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“We find having a neutral facilitator to be huge-
ly beneficial. Leaders in these groups can be-
come heated and passionate sometimes. But
facilitators don't have these pre-perceptions or
judgments. Facilitators can act as an objective
set of ears that help to guide the conversation.”

The decisions made by a group are only as
good as the members of that group. Keep this
in mind when deciding who to include in cali-
bration sessions. Consider factors such as
similarity to other raters, previous experience
with employees included in the session, and
group size. If possible, have a trained facilitator
involved in each calibration session. Avoid bas-
ing the decision of which raters to include us-
ing the organizational chart alone. Ideally take
steps to ensure calibrations session includes
raters with different perspectives and back-
grounds. And put processes in place to ensure
the views of all raters are effectively consid-
ered and addressed during the discussion.

Ensure calibration participants understand
and can perform their roles. The people who
participate in calibration sessions tend to fall
into three different roles:

— Rater: these are the people who must de-
cide how to categorize the employees being
assessed during the session. Raters are
usually the managers of the employees be-
ing calibrated. They may also include other
individuals brought into the calibration ses-
sion whose perspectives are felt to be valu-
able and relevant to accurately assessing the
employees.

- Facilitator: this is a neutral person whose
job is to ensure the calibration session runs
smoothly and effectively. These are often HR

professionals, but can also be trained em-
ployees from other parts of the organization
or 3rd party consultants. Facilitators guide
the rating process, but typically do not make
ratings themselves.

— Senior leader: this is a person higher up in
the organization who is attending the ses-
sion to support and listen to the discussion.
The senior leader is often the person who
the raters themselves report up to.

Part of designing a calibration process should
include defining and guiding people on how to
effectively perform these three roles. The fol-
lowing are a few things to keep in mind when
doing this:

Rater effectiveness: Research has shown that

raters who receive training on how to assess

employees are far more effective than those
who have not been trained33. Rater training
should ideally include:

— An overview of the company'’s calibration phi-
losophy and expected goals and outcomes.

— A description of the calibration process and
roles of session participants.

— A description of common rater biases and
how to avoid them.

— “Frame of reference” training where raters
complete a few rounds of practice ratings
and then receive feedback on their accuracy
based on comparisons to standardized
“true” ratings developed by the
organization®4.

Most of the customers we interviewed for this
research study offer some type of rater training,
but it was not always mandatory. Some custom-
ers argued against the use of mandatory rater
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training as it could create frustration among
managers. The point was made that if managers
aren't taking their responsibilities as raters seri-
ously it reflects a larger issues having to do with
leadership and organizational culture. And trying
to “force” people to learn rarely works.

“If we have managers who aren't willing to do a
proper evaluation, mandatory training isn't go-
ing to help them. It will only raise resistance. Fix-
ing that problem requires a different process, like
selecting new leadership”.

Facilitator effectiveness. Group facilitators
perform three particularly critical tasks: direct-
ing meaningful conversation, emphasizing rater
accountability, and providing conflict resolution.
— Directing meaningful conversation requires
facilitators to take an active role in the group’s
discussion. Facilitator should encourage group
members to think critically, provide specific
examples and justify their ratings in a produc-
tive and respectful way. The following facilita-
tion techniques have been shown to be
valuable during group decision making meet-
ings such as calibration sessions®5-56.5% ‘Devil's
advocacy' involves assigns the role to one
group member (or facilitator) to find as many
faults and objections to proposed solutions
and alternatives as possibles8.59, Devil's advo-
cacy can mitigate ‘groupthink’®9, and foster an-
alytical skills, communication skills, and
emotional intelligence®!. ‘Dialectical inquiry ‘is
used to encourage debate between two oppos-
ing viewpoints%® by noting the benefits and lim-
itations of each set of ideas, stimulating
conflict in a constructive way®3. This strategy
can also control the effects of groupthink®°,
Rating justification requires leaders to provide

specific examples and explanations to support
their chosen ratings. Asking raters to justify
their ratings may result in more careful consid-
eration of performance behaviors®4.

— Emphasizing rater accountability requires
facilitators to highlight rater responsibilities
during the calibration process. Research has
shown that emphasizing accountability in-
creases rater motivation®s. For example, fore-
warning rater groups that the accuracy of
their assessments would be evaluated by oth-
ers led to greater deliberation and informa-
tion sharing within the group3+.

— Conflict resolution can be critical in calibra-
tion sessions where raters may have signifi-
cantly different opinions regarding employees.
Conflict may result from differences in view-
points or preferences®®, personality attri-
butes®’, group size and cohesiveness®8, or time
limitations®. To be effective at conflict resolu-
tion, facilitators must be able to diagnose the
problem, generate a solution, and enact this
solution within the group quickly and efficient-
lyé8. They must also be perceived to be an ob-
jective, neutral party. This is a major reason
why facilitators should not also be raters.

» Senior leader effectiveness. Senior leaders

have one of most delicate and challenging roles
during a calibration session. On one hand, they
are responsible for ensuring the results of the
session meet company expectations regarding
accurate assessment of employees and expect-
ed distribution of ratings. On the other hand,
they must be careful not to come across as
“telling managers how to rate” or taking other
actions that lead managers to feel a loss of
ownership over the assessment decisions. The
senior leaders must be responsible for the total
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calibration session results, but the raters must
be responsible for the individual employee
assessments. Senior leaders should be made
aware of the delicate nature of their role. The
facilitator and senior leader will ideally collabo-
rate closely to challenge and coach raters on
how to make assessment decisions while being
careful not come across as telling raters what
assessment decisions to make.

Few decisions have a greater long-term impact
on company culture and success than compen-
sation and staffing decisions tied to employee
performance and potential. It is surprising how
many companies allow managers to make these
decisions on their own with little to no clear guid-
ance and training. Calibration methods can
greatly improve workforce management by en-
suring managers are accurately assessing em-
ployee contributions and potential. But
calibration will not work well unless raters are
guided on how to effectively discuss and accu-
rately assess employees. Simply raising aware-
ness of common assessment biases and
encouraging raters to avoid committing them is
not enough®470- Accurate assessment requires
providing raters with feedback on the accurate of
their ratings. It requires facilitators to play an ac-
tive role in challenging calibration session mem-
bers including those who may be more senior to
them on the organizational chart. Last, it requires
active involvement from senior leaders who can
guide raters to make accurate assessments of
employees without crossing the line into telling
them how to rate employees.
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Figure 8: Technology illustration for training em-
bedded into a calibration process. In this exam-
ple, a short training program on performance
assessment is integrated into the tools used by
managers to conduct calibration sessions. Incor-
porating “just in time" learning resources into tal-
ent management process technology is often
viewed as more effective than training programs
that are conducted outside of the process.

8. HOW WILL THE RESULTS OF CALIBRATION
SESSIONS BE COMMUNICATED?

Calibration methods can increase employee
engagement and satisfaction provided they are
effectively designed, consistently followed, and ap-
propriately communicated. Employee assessment
processes that are deemed accurate and unbiased
by employees have been shown to create greater
satisfaction with appraisals overall, increased job
satisfaction and commitment, increased produc-
tivity, and decreased intention to quit”. But what
makes employees perceive an assessment pro-
cess to be accurate and unbiased? It starts with
having a well-defined and consistently applied as-
sessment process. But the process itself is not
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enough; itis just as important to explain the pro-
cess and its results to employees in a manner that
is felt to be fair, accurate and appropriate. This re-
quires transparency around calibration process,
criteria, and philosophy.

“We believe it is extremely important to have
transparency. People become frustrated and sus-
picious if they have a feeling that something is
done in a black box behind their backs, and it can
lead to de-motivation”.

The way information is presented has a major im-
pact on how people interpret and react to it. There
are specific things employees can be told before,
during, and after calibration that will improve their
feelings of fairness and overall sentiment associat-
ed with calibration. These things are directly relat-
ed to organizational justice, or
employees’perceptions of fairness in the work-
place’2. Organizational justice can be broken down
into three main categories, interpersonal justice,
procedural justice, and distributive justice. The fol-
lowing is a discussion of each of these types of jus-
tices, along with examples of methods customers
have used to support them.

* Interpersonal justice: This is associated with
how information and decisions are communicat-
ed in terms of the interpersonal nature of the
communications. Interpersonal justice reflects
the degree to which employees feel that infor-
mation has been presented in a caring, sensitive
and personal manner; for example, communicat-
ing assessment results through in-person con-
versations as opposed to sending results to
employees through blanket e-mails. Interperson-
al justice influences employee satisfaction with
performance rating results, personal feelings to-
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ward company managers and leaders, and
commitment and effort toward work”.,

The key to interpersonal justice is to focus on
how information is communicated. Are manag-
ers trained on how to deliver assessment results
in a sensitive and positive manner? Are they
held accountable for meeting with employees in
person in a timely manner? Do they take time
for employees to express their feelings and
reactions?

“Included in our training programs is a work-
shop on feedback and coaching which trains
leaders on how to give feedback to employees,
as well as a ‘review’ session on how to have that
final conversation with employees and to sum-
marize results in a meaningful way to look for-
ward to the next year.”

Procedural justice: This is associated with the

procedures and policies used to determine rat-

ings’4. Procedural justice is achieved when em-
ployees understand the methods used to
evaluate their performance and trust that
these methods are fairly and consistently ap-
plied. Procedural justice influences work per-
formance’®, pay satisfaction’> appraisal
system satisfaction’, trust in management’,
and organizational commitment”é. The follow-
ing are a few things our customers have done
to support procedural justice:

— Make the rating criteria used by leaders dur-
ing calibration process public and available
to all employees. Remember, employees
know that they are going to be evaluated in
some manner. The more they know about
how they are evaluated the more they can
control their own careers.
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— Give employees an opportunity to self-as-
sess themselves and then discuss the accu-
racy of their perceptions. Research has
shown that use of self-assessment data in-
creases employee motivation and decreases
levels of concern about unfair treatment”.78,
At the same time, employees often overesti-
mate their skills and are overconfident in
their judgments’. So part of the self-assess-
ment process should include a learning step
to increase employee self-awareness. This
step will be more effective if you ask employ-
ees to provide detailed examples and justifi-
cations for a good rating, rather than simply
giving themselves an overall rating.

— Post a calendar and flow chart so employees
can see when different steps in the calibra-
tion process are conducted and how data
from calibration is used to make organiza-
tional decisions. Provide a forum for employ-
ees to ask questions to better understand
the company'’s calibration process and phi-
losophy. The goal of this is not to get all em-
ployees to enthusiastically endorse the
process (this will probably never happen!).

It is to make sure that employees under-
stand the company'’s culture, values and be-
liefs and the rationale behind them.

K

“We really do believe in transparency here. We
want our employees to know we're not trying
to keep secrets. If you find you were evaluated
a certain way, we want you to know and under-
stand how that came about. The more we ex-
plain what happens, the less speculation and
suspicion there will be on the other end.”

Distributive justice: This focuses on fairness
associated with the assessment result and
whether people feel they have received the
“right” rating®0. Distributive justice does influ-
ence employee satisfaction with the assess-
ment process’, but it has far less impact on
overall employee attitude and performance
than procedural and interpersonal justice.
Most people can accept that they may not al-
ways receive the highest ratings, provided
they believe the process was appropriately
designed, clearly communicated, consistent-
ly and fairly followed, and appropriately

and sensitively communicated. However,
companies should be prepared for some level
of negative reaction when people receive
lower ratings.
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There are several things companies can do to
ensure greater perceptions of distributive jus-
tice. First, provide employees an opportunity to
express their opinions and ask questions about
the assessment results. Sincerely listening to
employee concerns can increase perceptions of
justice even if the assessment results remain
unchanged. Second, avoid surprises by making
sure managers are providing ongoing perfor-
mance feedback to employees throughout the
year. Third, focus on future opportunities not
past issues. Emphasize ways to improve and
stress that ratings can and do change over time.
Express appreciation for employee contribu-
tions and confidence in their future success.

“We're talking about human beings. Their re-
sponses depend very much on the ratings they
receive. If it's a good rating, people become very
interested to learn more about the process and
what people have said about them. When it's a
bad rating, the person will always question the
rating and how it came about”.

The purpose of calibration is not to “document
the past” but to influence the future. The primary
way calibration influences the future is through in-
creasing the accuracy of organizational workforce
decisions and positively impacting the attitudes,
motivation, development, and careers of individu-
al employees. Much of the impact of calibration
hinges on how calibration processes results are
communicated to employees. Calibration pro-
cesses do not end with the calibration sessions. It
is critical to think through how calibration results
will be communicated to employees afterwards,
as this will have the greatest impact on organiza-
tional performance. Calibration design includes
having a clear process to communicate assess-
ment results to employees in a manner that em-
phasizes organizational justice and is felt to be
fair, accurate and appropriate.

“The only reason we assess past performance is
because it is the best way to predict and influence
future performance.”
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Conclusion

Over the past several years, there has been a
trend in human resources calling to “abolish rat-
ings”. Performance ratings, some people argue,
are inaccurate and create negative reactions in
employees. While this movement is well inten-
tioned, it is also misguided. The act of rating is
about placing employees in different categories
based on their perceived value to the organiza-
tion. If your company believes that not everyone
performs at the same level, and that employees
who contribute more to the company should be
rewarded with greater resources and given great-
er career opportunities within the organization,
then your company rates employee performance
in some manner. Your company may not use an-
nual performance ratings or assign numeric rat-
ings to employees, but leaders in your company
are using some method to categorize certain em-
ployees as being more valuable than others. The
question is not whether you rate employees, but
whether you rate them in an accurate, fair and ef-
fective manner.

We believe that calibration provides one of the
most promising methods for improving the accu-
racy and value of performance management,
succession management, compensation, and tal-
ent management overall. Calibration processes,
when done well, help ensure that high performing
employees who contribute relatively more to the

K

company receive greater levels of investment in
the form of pay and career growth opportunities,
while low performing employees are identified,
supported and if necessary, held accountable for
improving their performance. The conversations
and data created through calibration provide in-
sight and shared understanding between em-
ployees, managers and leaders on what
employee behaviors, skills and attributes are im-
portant to the organization, why they are impor-
tant, and how to effectively develop and retain
the employees who possess them. This sort of
shared understanding is what it means to have a
true high performance culture.

The concept of calibration is not new. People
have been meeting to discuss team member con-
tributions probably as long as people have been
working in teams. Calibration conversations are a
very natural human activity. But like all human
conversations, the value of calibration session
depends on how they are conducted. This paper
summarizes best practices gathered from SAP
SuccessFactors customers with insights from or-
ganizational psychology research to help compa-
nies maximize the value of calibration as tool to
create more engaged, productive, and fair work
cultures. We hope that this paper has provided
you with some useful tips and insights to gain the
most value from calibration for your organization.
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