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Literature Review: Performance-Related Pay

There has been a big push in the United States for education reform. One of the biggest talking points within that campaign is performance-related pay for the kindergarten through twelfth grade (K-12) education system. Educational reform has been a big talking point for the Obama administration, in fact the White House website says “(President Obama will) use rewards and incentives to keep talented teachers in the schools that need them the most.” (White House, 2010, par. 9) Obama also notes that  "It's time to start rewarding good teachers, (and) stop making excuses for bad ones." (Meckler , 2009, par. 9) 

The implementation of performance-related pay is not new to the United States work place, but it is fairly new to the field of education in the United States. And while the definition of the word ‘incentives’ should be enough to understand the hope behind this reform, there is a lot of uncertainty on whether it would actually motivate or not. However, when looking for research articles about performance-related pay little was found from the United States.

Lack of research in the United States about performance-related pay in the K-12 workplace led me to look at performance-related pay in other fields of work and in other countries. The research I examined led me to investigate the why, the how, and the emotional impact of performance-related pay. In this research student I will look at some of the reasons behind performance-related pay, how performance-related pay is implemented, and the emotional toll performance-related pay can have on the employees.

Some reasons behind performance-related pay


When I could not find studies about K-12 performance-related pay research I looked into other professions and other countries. This led to looking at some of the reasons behind the implementation of performance-related pay. Why is performance-related pay something the United States should even consider?

The Republic of Georgia has looked to performance-related pay because, in Georgia, teaching is an incredibly low paid profession where many teachers have actually left the profession because of the work conditions. Performance-related pay has been used in the Republic of Georgia to motivate people to actually become teachers and to stay in the profession.

Kobakhidze (2010) conducted a survey and interviewed teachers in 3 focus groups to get their opinions on incentives within the teaching profession. 215 teachers from 19 different public schools were given a 20 question questionnaire with 14 closed ended questions and 6 open ended questions. Of those 215 teachers 98% were female and 2% male, which is an accurate representation of the gender split in the teaching profession in Georgia. There were also 3 focus groups with up to twelve teachers per group that helped give information to the study.

The teachers in Georgia said that they are unmotivated because of the tough environment and poor compensation. It is so bad that they have a hard time having a reasonable standard of living. The teachers even feel that they would not recommend others go into the profession. They stick with the profession because they love the kids and the job itself. When asked what kinds of incentives would be beneficial to them teachers replied that they would like salary increases, bonuses, professional growth opportunities, pensions, social recognition, teaching materials, infrastructure, and job stability. 

Kobakhidze (2010) found that if the teaching salary rate stays the same there could be a risk of a teacher shortage. There is also a belief that group incentives might help encourage collaboration. This would mean that if a school did well, all of the teachers working within that school would receive compensation.  Without proper evaluators to decide whether each individual is meeting their goal, group incentives might be the only option. 

Kobakhize (2010) found that performance-related pay is a very positive situation in Georgia, and will hopefully make a difference for the educational profession. While the Kobakhidze (2010) research finds more positives than negatives in performance-related pay, it is because the Republic of Georgia is in dire need of something to attach and keep teachers in the profession. 

Kasten (1984) examined performance-related pay when it came to teachers at a research university (while published by Ohio State University, the location of the research university is not specifically mentioned). This is a situation in which the idea of performance-related pay is not in implementation stages but has been around for some time. Kasten (1984) took a sample of 117 full time professors and 18 associate professors in 26 different departments to look at how research, teaching and service were valued. This study “came from whether teaching and service affect tenure and merit pay decisions at a research university.” (Kasten, 1984, p. 500) 

The teachers were given nine hypothetical candidates for tenure using all possibilities of research and teaching descriptions. The findings indicated that service had no impact on merit pay (another term for performance-related pay) and research is the most important, but is typically not done. Teaching becomes important to merit pay, but only when research is not readily present. A high research score, and teaching becomes an afterthought. Teaching is not typically tied to merit pay as it usually takes outstanding teaching or an irresponsible teacher making marked improvement to get a reward. 

Teachers at the research university do not have a strong understanding of what helps them get merit pay, and while it was noted that the system operates fairly over time, there are many inequities to be found. Tenured staff actually tends to go into administration rather than teaching because the pay is much higher. This article will be the first of many to look at the idea of fairness within performance-related pay. Even in situations like this where they tend to look favorably at performance-related pay, there are questions that have yet to have concrete answers.

After looking at how the Republic of Georgia needed performance-related pay as a potential way to keep the teaching profession afloat, and a Research University that has been using performance-related pay for some time, Marsden and Richardson (1994) examined the Inland Revenue Staff Federation in order to see how performance-related pay affected the public sector. In 1994, much like today, there were no studies when it came to performance-related pay, and at the time performance-related pay was coming to the public sector after being in the private sector for some time. 

Performance-related pay, in this model, is dependent on judgements from management about employee performance. Staff who earn a 1 out of 5 (1 being the best) would get a performance-related pay increase. Two consecutive 2’s could also get an increase. Staff would have an annual job plan with objectives, then would have a review mid way through and finally a rating of how they performed. Rewards could be anywhere from a 12% to a 22% raise that were continuous, but could be removed with an unsatisfactory performance. 4,000 members of the revenue staff received a questionnaire and they got a 60% response rate, which is a significant turnout. 70% of the respondents agreed with the idea of performance-related pay, however there was a significant minority that was very against it.

Since the central justification of performance-related pay is motivation or a positive change in behavior is is alarming that only 12% of the staff felt that performance-related pay would motivated them. There was little or no change in behavior and even the 12% of yes response said there was nothing that could really be seen as a positive change in behavior. Just in case staff could not be good judge of their own behavior the reporting officers where asked the same question and most of them also thought that performance-related pay did not motivate staff.

A bigger problem than a lack of motivation was that there was a clear view of demotivation, staff did not want to assist each other, became jealous and competitive and performance-related pay started to under mind moral. Also, marking boxes judging oneself had a major psychological impact on the staff that caused nervous and stressed out behavior. They saw the opposite of the positive results they were looking for. 

Ultimately Marsden and Richardson (1994) felt that while performance-related pay was widely accepted it had little motivational effect that may have even been negative. Performance-related pay was also found to be unfair and was found to be the cause of most of the issues. The main costs of performance-related pay was the damage to the work atmosphere, the reducing in staff confidence and the reduced motivation of senior staff.

The reasons behind performance-related pay seem to be clear; trying to improve the quality of life and teaching in the educational profession. The studies show us that performance-related pay is supposed to be an incentive to motivate and improve the teaching staff. However, after looking at other countries, higher education, and civic service the positive effects found from Georgia and higher education would end up being the only real positive effects I found. Whereas the main themes of unfairness in the implementation performance-related pay and the emotional impact performance-related pay from Marsden and Richardson (1994) would continue to show up time and time again.

The Implementation of Performance-related Pay

For all the positive support of performance-related pay there is one lingering question; If your performance is related to your pay, but there is not a concrete outcome tied to your job (such as selling 10 cars this month) how is your performance judged? 

Fairness of the implementation of performance-related pay is a major ongoing theme found in the research. Haynes, Wragg, Wragg, and Chamberlin (2003) completed a study of 32 teachers in 12 schools throughout different regions in England looking at performance-related pay and its implementation. They conducted semi-structured interviews with teachers and head-teachers (administration) at various times throughout the year, they observed actual teaching, and got collection of performance-related pay documentation.

This study started right before implementation the of performance-related pay and teachers had limited knowledge of performance-related pay although there were some schools that had elements of performance-related pay in place. The main resistance to performance-related pay at that time was the belief that it could not be fairly implemented.

After implementation the head teachers were asked about their experience with performance-related pay. They believed that schools that had previous types of staff reviews handled it a bit better than those without previous training. Also important was that while each teacher had three objectives that they were supposed to meet it was found that measuring pupil performance was difficult. What progress is there when a student goes from a 90% to a 92%, obviously it is easier to measure when a student goes from a 50% to an 80% but what about those students that already have high marks? There was also an issue with the objectives set by teachers, some set them too low in order to more easily reach them, while others seemed to set them way too high and just miss them. 

The biggest complaint when it came to overall reflection was that awarding merit was “up to the head teachers (and that) is a bit much!” (Haynes, et al., 2003, p. 84) What should the reward criteria be? The document the head teachers were given basically said to give incentive if the teacher had not gone backward. Ultimately they thought that the link of performance and pay was good but the implementation was very problematic.

Unfairness in implementation was a key part of a study by Deckop and Cirka (2000) about merit pay at non-profit organizations. One of the issues in the non-profit sector is trying to convey accountability and tying pay to achievement could help that accountability. However there are a few issues that go along with that, the main being that there is a perception that the plan might be unfair or unjust in its implementation. Also, it is expected at a a non-profit organization to have self-motivation, so a change might negatively affect intrinsic motivation. Prior to the performance-related pay everyone received the same increase and some thought it was unfair that the superior workers received the same increase as the poor workers.

In order to look at the data Deckop and Cirka (2000) held two tests nine months apart, the first before performance-related pay began and the second one to two weeks after implementation (depending on who was surveyed). There were 62 usable responses that included both surveys. The results were that the motivation of staff went down after the implementation of of performance-related pay. Ultimately, they found that if performance-related pay could be judged fairly, it would have success, but since it cannot be judged fairly for teachers it would not work.


The implications from the Deckop and Cirka (2003) study were that performance-related pay leads to a decline in intrinsic motivation and that employees did not believe that they were in need of a performance-related pay program defiantly when they were not confident that it would be fair. “(Performance-related pay) is a risky venture and should be undertaken only with a clear understanding of the potential motivational downsides. (Deckop and Cirka, 2000, pg. 414)


The implementation of performance-related pay was also a problem in the Marsden and Richardson study (1994) as the staff felt that performance-related pay was very unfair and a main cause to most of the issues presented in the study. Favoritism and unfairness were both very risky issues with performance-related pay. “Staff perceived that the appraisal system had been twisted for purposes that had nothing to do with actual performance.” (Marsden and Richardson, 1994, pg. 257)

As the studies have shown, being fair in the implementation of performance-related pay is of vital importance to the future of performance-related pay. Teachers need to be able to know that the idea that will be changing how they are getting paid is fair and just to them and their peers. In a workplace in which passionate people are encouraged to collaborate an unfair and unjust system will be a major issue with motivation.

Emotional Impact of Performance-related Pay

Teaching is a profession in which learning communities, collaboration and trust are vital to its survival. We need to believe in and learn from each other. Performance-related pay is a change to the structure of education progression. Change has an impact on our emotions and if we are going to change we should be motivated that it will be for the better.

Wragg, Haynes, Chamberlin, and Wragg start off their research into the views and experiences of primary and secondary head teachers when it comes to performance-related pay by saying that  “Advocates of performance-related pay claim that its primary purpose in any organization is to recruit, retain and motivate the workforce.” (2003, p.4)  Their research reported on the analysis of surveys sent to head teachers about performance-related pay in their schools. The head teachers were in charge and ran performance-related pay in the schools. The questionnaire was about the training, applications, time spent, their role, the success rates, and their reflections of how performance-related pay worked in their schools. 53% of the questionnaires sent out were returned, which is an exceptionally high turnover rate. The first 1000 questionnaires that were received were analysed. There were also extensive interviews with 31 of the head teachers. 

In order to prepare for the implementation of performance-related pay, head teachers had a two day training in which only one in eight said was worthwhile. They felt the trainers were ill prepared and that they were taught different interpretations of what they should do. As the training went on, head teachers walked out and did not come back as the ground rules kept shifting and there was considerable uncertainty.

Once back at their schools head teachers were still expected to lay out and implement performance-related pay. Teachers had to fill out a application if they were interested in trying to get the pay increase for performance. The teachers would be judged on eight standards in five different headings: knowledge and understanding, teaching and assessment, pupil progress, wider professional effectiveness, and professional characteristics. These applications took one to two hours each for the heads to go over and judge them, they felt that was too much time, but could not delegate the work so it all fell to them.

The researchers asked what effect performance-related pay had on the teachers and teaching. Only 2% said it was a lot of help, 19% replied that it had some impact, but 76% said it had little to no impact. 39% of the heads believed that performance-related pay was good in principle but had major kinks whereas the other 60% did not believe in performance-related pay at all. Finally, the main negatives were that performance-related pay divided the staff, was demotivating, impossible to be fair, was just another burden to schools and was not likely to raise standards. 

Mahony, Menter, and Hextall (2003) found similar results when they interviewed teachers to figure out what the emotional impact of performance-related pay is on teachers work. They believe that teaching is deeply emotional in character and teachers tend to be passionate about their jobs even when the students are not. Performance-related pay is supposed to attract and motivate teachers with pay policy that rewards good performance. So why are the teachers so negative about performance-related pay?

Mahony, et al. (2003) did a documented analysis with semi-structured interviews and 13 indicative case studies. Data for the research was selected from 124 interviews. The people behind performance-related pay believe that teaching performance is measurable by a form and documented evidence and teachers seemed to be upset by this lack of understanding of the connections within teaching.

Teachers felt that applying for a pay raise was upsetting as they feel that someone else should recognize what they are doing. Teachers fell into depression and some even quit. Teachers felt that it was insulting to think that they would just work harder for money, as they already work hard and its not just for the money but for the job satisfaction and the students. Teachers know that they could get more money in another profession, but they teach anyway, so why is there all this focus on money?

Teachers felt that filling out an application on what made them good, just stressed them out even more. Teachers felt as if they were selling themselves, and how can you as an individual benefit from success that was a result of collaboration. Teachers felt negatively towards performance-related pay and wouldn't wish the experience on anybody. Even though 97% of teachers met the standards, they never wanted to do it again. They felt it was just another hoop to jump through that had no impact.

One of the implication of the study was that teaching used to be a nice job and now its stressful. It is not healthy to focus on the students as a means to meet a goal rather than focusing on the students for the students sake. The emotional impact of performance-related pay was very underestimated, and rather than gain staff some teachers left because of it.

Deckop and Cirkca (2000) found that “ (performance-related pay) is incompatible with an environment that stresses collaborative effort.” (405) and that “Administrators in nonprofit organizations (that) consider changing their pay systems to emphasize the link between performance and pay, they must be concerned about the overall motivational effects of the program.” (412)

Marsden and Richardson (1994) found that there was no connection between performance-related pay and a change in behavior. They found clear evidence of demotivation and according to the expectancy theory, teachers need to feel that they are 1) able to change behavior, 2) feel that change would produce rewards and 3) the rewards will justify the behavior. According to their survey, numbers two and three were not met. Performance-related pay alienated staff and produced damage to the work atmosphere, confidence and motivation.

There seems to be a clear message here: you cannot underestimate the impact performance-related pay will have on the motivation of your staff. There seems to be clear evidence of demotivation, hurting the collaborative effort of the teachers, and just stressing people out. Teachers should be teaching for the students because they want to improve the students’ lives, not because they want to improve their own. Performance-related pay changes the goal of teaching from getting the students to work because we want them to improve to have a better future, to getting the students to improve because we want to have a better present.

Implications and Conclusions

The most discerning result from the research studies is the mismanagement of performance-related pay and how it has effected the teachers’ emotions and motivation. The Kobakhidze (2010) study was the most profoundly positive result where the living situation in the Republic of Georgia is strikingly different from that in the United States. All of the other research points to a very different situation when it comes to performance-related pay. 



After reviewing the performance-related pay research from other countries and professions, it becomes clear that before performance-related pay becomes a part of our K-12 education system there is a lot of work to be done. Performance-related pay should “recruit, retain and motivate the workforce” (Wragg, et al., 2003, p.4)  but the research has shown that performance-related pay causes teachers to get jealous, frustrated, stressed, quit and have negative motivation. 

It is unfortunate that the research did not provide a happier outlook for performance-related pay in the K-12 educational system. There are a lot of people that think there needs to be changes in K-12 education, but performance-related pay in its current state is not the answer. In a profession that stresses collaboration, trying to pit teachers against each other for pay would cause a detrimental divide. School should be a place in which the goal is to get students to strive for greatness because they are the future. Performance-related pay would change a collaborative profession with students as a goal into a competitive profession with students as the game pieces. 

The studies examined throughout this paper make it clear that we are not ready for performance-related pay right now. We cannot make a hasty decision because of political motivation. Performance-related pay could end up crippling our education system even further. Deckop and Cirka summed up performance-related pay by saying that  “(Performance-related pay) is a risky venture and should be undertaken only with a clear understanding of the potential motivational downsides.” (2000, pg. 414) and that, is putting it mildly.
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