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Preface
This report is the final report of a bachelor thesis from the bachelor study Business and Consumer
sciences, written at the Wageningen University and Research centre at the department Management
studies. One of the topics in the management studies is strategic management. The topic of this
research, rewarding teachers, is an example of how human resource management can be used as a
tool to help achieve certain strategies of an organization.
When I was still in high school we used to have an economy teacher, who after a few years of
teaching decided that he wanted to pursue his career in the business world, because there he could
earn a lot more money. The result was, our school had to look for a different economy teacher, and
had a lot of trouble finding a suitable candidate. In the end only one applicant responded to the
vacancy. The school did not have a choice but to hire him. After a few days it already turned out that
this teacher did not have the right skills and knowledge to teach in a pre-university education, since
he seemed to have even less knowledge than the students. This is one example of the problem the
government is facing with the attraction and retention of high quality teachers. Rewarding teachers
is given as one of the options to solve this problem. But in order for performance pay to resolve this
problem, research should be done on the subject.
I would like to thank my first supervisor Dr. P.R. Runhaar, for her guidance and critical view on my
research proposal and complete research. Secondly, I would like to thank my second supervisor Dr.
J.L.F. Hagelaar for his comments on the research proposal and research report.

Janet van den Boomen,
Wageningen, April 2013
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Summary
Most governments believe it is important to increase the quality of education and teachers play a
very important role in this increase of quality. Currently there is a shortage on high quality teachers.
Performance pay is seen as a solution for this shortage. It is still being discussed whether pay
programs are an effective way to improve teacher performance. The problem, dealt with in this
research is that it is not known yet what is the best way to set up your pay program. In this research
the goal is to determine how performance pay programs and its research, which measures the
effects, can be adapted to be able to conclude which characteristics lead to an optimal performance
pay program.
In this research a literature review is done, followed by a case study, based on cases provided in
literature. To answer the research questions several articles about performance pay have been
consulted. The positive and negative results of performance pay have been illustrated and fifteen
performance pay programs, have been described and compared on nine characteristics (size,
duration, incidental/structural, obligatory/voluntary, group/individual, measure of success, pay
method, purpose of performance pay, entire school involved and special reason for success/failure),
to see what changes need to be made in the pay programs and its research to be able to conclude
which characteristics have an effect on the results.
The positive and negative effects of rewarding were analysed. Some of the negative effects found
during this research are: incomplete contracts, teaching to the test, loss of curiosity and creativity of
the students, competition between teachers, less willingness to collaborate with other teachers,
unfair competition, negative teacher attitude towards performance pay and extrinsic rewards, like
performance pay can interfere with intrinsic motivation. Some of the positive effects of performance
pay are that performance pay can be a solution for the current shortage on high quality teachers, it
can increase job satisfaction and organizational commitment, it is a motivation for teachers and this
can lead to better teaching quality, is cheaper than other alternatives and performance pay can
increase teacher quality and therefore also students results.
From the fifteen programs, four have no effects on teacher quality and/or student achievements,
two have very little effects and eleven have positive effects. When comparing the nine
characteristics, the conclusion is that: the size of the program should be nationwide, duration has no
effect on the outcomes, for the characteristics incidental/structural, obligatory/voluntarily, the pay
method and group/individual the effect on the program is not known, the measure of success should
be the same for all program that are being compared, also the purpose of the program should be the
same for all programs, the entire school should be involved in the improvements made and there
should not be a special reason why the program failed. If these changes in the characteristics are
made the positive effects of performance pay will increase and the negative effects will decrease.
Recommendations for further research are; to measure the results of the programs in the same way,
to use programs with the same goal to compare and only compare pay programs that have been
implemented nationwide. Recommendations for implementing performance pay are; not to use pay
scales, involve the entire school when making changes and take into account starting quality level of
teachers, and student abilities when defining the pay method.
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1. Introduction
All over the world there is a lot of knowledge, which has developed over time. Research is constantly
performed, creating more and more knowledge every day. Knowledge is frequently being transferred
to other people. Knowledge can be transferred in different ways. For example books and articles can
be written, parents can transfer the knowledge to their children or teachers to their students. This
last way of transferring knowledge is the one that will be the focus of this report.
The way knowledge is being transferred from teacher to students and how much of the knowledge
from the teacher will reach the students depends on a number of factors. A few of these factors are:
first of all the knowledge the teacher has and the motivation and enthusiasm of the teacher, but also
the resources available to help with the knowledge transfer (e.g. internet, books, calculators,
whiteboards, maps) and the environment. The environment is a quite broad concept. It involves,
among others, classroom circumstances, the involvement of the parents and the attitude of the
people in the students surrounding. To confirm that the teacher is not the only factor influencing the
students learning ability Richwine stated that “Teaching is only one of many factors that ultimately
affect student achievement” (Richwine , 2012, p. 2). And according to Jepsen “Using a simple
student- and classroom-fixed effects specification, the set of classroom fixed-effects explain between
25 and 40 percent of the within-student variation in test score growth. In other words, classrooms
matter” (Jepsen, 2004, p. 314). Out of this it can be concluded that there are many factors that
influence student achievement. Therefore better teaching quality can improve student results, but
there is not a guarantee that it will happen, since there are also other factors that could influence
student results.
Most governments believe it is important to increase the quality of education. Teachers play a very
important role in this increase of quality (Onderwijsraad, 2008). “Recent empirical research has
demonstrated that pupil performance indeed largely depends on teacher quality” (Evers, Kreijns, van
der Heijden & Gerrichhauzen, 2011, p. 2). After all they are the ones that have to teach the students.
Therefore it is good to find out in which way teachers live up to their maximum performance. Also a
shortage on high quality teachers is arising. The Netherlands is an example of a country in which
there is a qualitative and quantitative shortage on high quality teachers of which it is expected that it
will become even larger in the next years (Evers et al., 2011). Also in the United States the concern
about declining quality and quantity of teachers has increased. One of the reasons for this shortage is
that women now have more opportunities in the labor market, therefore the number of qualified
applicants of teachers’ decreases. Women favor a career in another profession over teaching (Vegas,
2005). The same research concludes that a lot of qualified teachers leave schools to get a better paid
job (Vegas, 2005). Attracting and retaining teachers is a problem that schools all over the world face
(Ashiedu & Scott-Ladd, 2012). Therefore the professional development of teachers has become more
important. If teachers are more concerned with their development, more of the current teachers will
become high quality teachers. The problem which will be dealt with in this research is the shortage
on high quality teachers.
We now further zoom in on one of the four mentioned factors in the previous section, which has an
influence on the amount of knowledge transferred. The factor we focus on is the motivation of the
teacher; because motivation is believed to have an influence on the teaching quality (Ames & Ames,
5

1984). Many factors influence the motivation of the teacher. A few of these factors are: job
satisfaction, character of the teacher, their connection with the students, their wage and rewarding.
Rewarding possibilities
Rewarding can be done in various ways. An employer can decide to reward his/her employees
individually or as a group. In education, group incentives are given more often than individual
incentive schemes (Lavy, 2004). Education involves teamwork and the efforts and attitudes of fellow
teachers, therefore group incentives are given more often. Besides the teaching that he or she does
him or herself also other factors influenced the results of the teacher. Because of this, it is difficult to
measure the results, individual teachers accomplished (Lavy, 2004). Another possible incentive
scheme is to use tournaments. In this tournament several teachers compete to get a promotion. In
this case performance is not measured qualitatively, but the performance of teachers compared to
others is measured. (Lavy, 2004). Another possibility is to reward employees when they help others.
It will give the employees the feeling they can rely on each other and creates a positive working
atmosphere (Mossholder, Richardson and Setton, 2011). The payment structure of teachers can be
an important incentive tool, which is in the hands of the education policy maker. In several schools
this pay structure has already been tested or even implemented. But it is still being discussed
whether these are effective ways of improving the performance of teachers (Kingdon, 2003). Giving
teachers a monetary reward for their increased effort is an often used method by policy makers to
increase teacher quality and students achievements. Since it is still being discussed whether the pay
programs are effective ways to improve teacher performance, and it has been used over a very long
period of time, the focus of this report is on the monetary rewards for teachers.
History of teacher pay policy
Paying teachers according to performance based measures is something that is being done since the
18th century. Below there is a short summary of the history of performance pay in the United States
in education which has been described by Podgursky and Springer. It is chosen to use the article of
Podgursky and Springer because it gives a nice overview of performance pay in the United States and
because, as far as can be found in literature, the United States was the first country who started with
performance related pay.
Knowing the history can lead to better understanding of the current state of the development of pay
programs and the reasons why certain things are or are not used and done.
1. Room and Board Compensation Model
In the late 18th and early 19th century one-room schoolhouse systems emerged. In this
situation the education system was influenced by regional variation in crop production
schedules.
2. Grade-Based Compensation Model
In the late 19th and early 20th century the industrialization developed and the economy
changed. This led to the need for better educated labor force. The grade-based
compensation model paid the teachers according to the amount of skills needed to educate
the children. It was also believed that at an earlier age children could be taught more easily.
Therefore teachers of young children received less pay than teachers of older children. There
also arose grade based compensation models, which resulted in differences in pay between
race and gender.
3. Position-Automatic or Single Salary Schedule
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At the beginning of the 20th century a lot of attention arose for better working conditions and
salaries. In 1921 the single salary schedule was first introduced in Denver.
The single salary schedule gives the teachers with the same amount of experience the same
salary. This schedule had rows and columns. Rows would stand for years of experience and
columns for level of education. In 1950 97% of the schools used this single salary schedule.
And nowadays 96% of public schools still use this single salary schedule.
4. 20th Century Compensation Experiments in Education
Since the introduction of the single salary schedule it got a lot of criticism. Because of the
standardized wages, managers of schools were not able to reward or stimulate teachers by
means of their pay. There were a lot of models proposed for teachers pay. The two best
models are merit-based pay and knowledge & skill based pay. Merit based pay rewards
individual teachers, a group of teachers of schools based on different measures and
observations. These can be of students or entire classes. Knowledge and skill based pay
rewards teachers if the acquire new skills and knowledge for teaching their students. An
external review decides if a teacher should get a raise in salary (Podgursky and Springer,
2006).
This overview of the history of rewarding shows that performance pay is a concept that already exists
for a very long time, in the United States. Also in England performance related pay exists since 1861
(Chamberlin, Wragg, Haynes & Wragg, 2002), which shows that the desired effect of performance
pay is being achieved. Otherwise policy makers would not continuously keep on using this method.
Policy makers assume that by rewarding teachers, the students achievements will increase. The
problem, dealt with in this research is that it is not known yet what is the best way to set up your pay
program.
Research objective
In this research the goal is to determine how performance pay programs and its research, which
measures the effects, can be adapted to be able to conclude which characteristics lead to an optimal
performance pay program.
Research questions
The main question of the research is: How can performance pay programs and the research about
the pay programs be adapted, to become comparable and for conclusions to be drawn on the effects
of the different characteristics of the pay programs?
The following sub questions are used to be able to answer this main question:
1. Which positive effects of performance pay programs for teachers can be found in
literature?
2. Which negative effects of performance pay programs for teachers can be found in
literature?
3. Which case studies on performance pay programs for teachers are available in literature
and how have they been implemented?
4. What can be said about characteristics of the pay programs after comparison and how can
be determined which characteristics have a positive or negative effect on teacher quality
and students achievements?
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In the following part of this report background information on Human Resource management are
provided, since rewarding is part of human resource management. And in the following part the
relation between rewarding and improving students achievements is explained, and confirmed by
literature. In the introduction it is assumed there is a link between the two, but it cannot be
assumed, therefore evidence is given.
Human Resource Management
Nowadays rewarding is integrated in the concept Human Resource Management (HRM). Therefore
here the concept HRM is explained. Also it is stated by Evers et al. that it is important for
organizations and thus also for schools to be able to take good strategic decisions about the way they
hire, reward, train, develop and review their employees. To be able to do this, knowledge on Human
Resource Management and Human Resource Development is necessary (Evers et al., 2011). In the
eighties the concept human resource management (HRM) developed. Fombrun Tichy and Devanna
(1984) indicate that it is important for organizations, to design a strategy to manage the talents of
their employees. This strategy has to be in line with the strategy of the company. Therefore
managers have to strive for cohesion of methods and techniques for personnel management. This
resulted in four HRM components: inflow, rewarding, development and review. Inflow is selecting,
promoting and placement of employees. Talents and qualities of employees are reviewed and
matched with the tasks within the organization. Rewarding is rewarding employees for good
performance. Rewarding can be in the form of money (salary, bonus, shares), promotion,
compliments from management, appreciation of customers, options for courses and training and
personal well-being based on high performance. Development is developing and training employees
with the needed knowledge and skills to increase the performance in their job. Review is to evaluate
the employees. When reviewing an employer can determine which employee is in the position of
getting a reward. A review can give the employer information on the skills of their employees. If an
employee has a certain skill, the employer can make sure that he or she is assigned to that particular
task with which the employee can use this skill, in order to increase efficiency. Evaluation can also
help employees to further develop professionally (Mensink, 1991). Fombrun et al. (1984) pointed to
it that the four HRM components, inflow, rewarding, development and review should be related to
the three management levels within an organization. These are the strategic level, the control level
and the operational level. This means that in order to successfully implement a rewarding system,
these strategic levels should be taken into account. The strategic level is about creating a strategy
and general goals for the company. In this case the strategy would be to improve the teacher’s
performance and with that, students achievements. The control level is about translating the
strategy into a concrete plan of actions, which in this case would be the rewarding of the teachers
and therefore the implementation of performance pay programs. And the operational level is about
controlling and guiding actual implementation (Fombrun et al., 1984). Here the results of the
performance pay programs will be evaluated and if necessary the plan will be adapted in order to be
(more) successful. As an organization it is important to set goals which the organizations want to
achieve and the different HRM components, which are mentioned before can help achieve these
goals. “Selective recruitment and selection, performance feedback, mentoring, as well as training and
development, are just some of the many human resource practices that have benefited many other
public and private sector organizations” (Ashiedu & Scott-Ladd, 2012, p.29). “The aim of these
strategic decisions is to cope effectively with shortages in this occupational sector”(Evers et al., 2011,
p. 1). Vegas states that “Attracting qualified individuals into the teaching profession, retaining those
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qualified teachers, providing them with the necessary skills and knowledge, and motivating them to
work hard and to do the best job they can is arguably the key education challenge” (Vegas, 2005, p
1), this highlights the importance of human resource management in schools.
The relation between rewarding teachers and student results
The policy makers who implement performance pay believe that rewarding teachers is meant to
increase learning results of students. The reasoning behind this is explained and confirmed in this
section. Policy makers assume that by rewarding employees when they do their job well, employers
give their employees an extra motivation to do their best. With rewarding the teachers, the directors
of the schools hope to achieve that the teachers become more effective in teaching children, so the
children will learn more (Langedijk, 2001). In order for rewarding to have this effect it is assumed by
the policy makers that the following is the process takes place when rewarding teachers.

Monetary
reward

Increased
teacher
motivation

Increased
teacher quality

Increased
student results

Figure 1: Reaction chain of rewarding teachers

When rewarding teachers, their motivation increases, deployment, teaching effort and teaching skills
of the teachers improve and students learn more. There is research done on this topic that confirms
this assumption (Ebskamp, 2011; Vegas, 2005; Storey, 2000; Ames & Ames, 1984; Bright, 2011;
Atkinson, 2010; Skinner, 1993; Hanushek, 2010). This is illustrated below.
Rewarding teachers – teacher motivation increases
It is important to know what motivates teachers. A motivated teacher is more capable of motivating
students, which increases the quality of education (Ebskamp, 2011). Motivation is divided into
intrinsic and extrinsic motivation. A few intrinsic motivations an employee can have are:
performance, acknowledgement of performance, the work itself, responsibility in work and growth.
Often intrinsic motivation only takes place when the job the employee does is something they like to
do. Extrinsic motivation often comes from rewarding (Ebskamp, 2011). Teachers respond to
incentives. Therefore education policymakers can “improve the quality of teaching and learning by
designing effective incentives that will attract, retain and motivate highly qualified teachers” (Vegas,
2005, p.4). This means that by rewarding teachers the effectiveness of current teaching techniques
can be improved but there is also room to improve these teaching techniques and to develop new
ones, which can be even more effective (Vegas, 2005). This confirms the first link in the reaction
chain, when given a monetary reward, the motivation of the teacher increases.
Higher teacher motivation - higher teacher performance
When a teacher is motivated he or she will have a better teaching quality. Therefore it is good to
know what motivates teachers. It is assumed that a high level of achievement comes from a high
level of motivation (Ames & Ames, 1984). Ames and Ames wrote in 1984 that there are three types
of teacher motivation. First of all “Ability-Evaluative Motivational System“. In this system a teacher is
mainly focused on itself, whether he or she is able to maintain control in the classroom. In this case
teachers may take actions to protect their own esteem, which can conflict with student goal
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accomplishment. The second type of teacher motivation is “Moral Responsibility Motivational
System“. In this system student welfare is the main concern. In this case teachers would blame
themselves for student failure and credit students for their success. Teachers see it as their duty to
help the students and feel guilty if they fail. This could lead to it that teachers have a helping roll
which could go too far, meaning that students can start to rely on their teachers help and do not
learn to do things by themselves. The third type of teacher motivation is “Task-Mastery Motivational
System “. Here the goal is to accomplish something new or to improve past performances. The
abilities and effort of the teacher are means to accomplish student goals. The teachers are concerned
with developing strategies to increase student learning and performance (Ames & Ames, 1984). The
third type of motivation is the motivation that a teachers needs to have the most in order for the
process in figure 1 to take place. If this is the case, the second link in the reaction chain takes place.
Performance of the teacher - student outcomes
When a school wants to reward teachers to get better students results, it is good to know the extra
effort and motivation of teachers motivates students and helps them to get better results. Research
has been done in the past about the relation between teachers and students. Bright concluded in
2011 that the main variable in classroom performance is the teacher. The effectiveness of instruction
is the most important factor in student success, according to numerous research studies (Bright,
2011). It is often the teacher who enhances or decreases the motivation of the pupils and their
influence on student demotivation is something that cannot be ignored (Atkinson, 2010). Many
factors that influence student motivation are the same factors that motivate teachers (Atkinson,
2010). Students perception of their ability to perform, their level of motivation and their teachers’
enthusiasm is more positive in case of a motivated teacher than in case of a demotivated teacher
(Atkinson, 2010). Also the article of Skinner, states that student motivation depends on teacher
behavior. The amount of structure, autonomy and involvement a teacher gives its student has an
effect on the motivation of the student. Therefore it is possible to conclude that a teacher has an
influence on the motivation of the student and the right teacher attitude can lead to better student
results (Skinner, 1993). Further Hanushek states that “two students starting at the same level of
achievement can know vastly different amounts at the end of a single academic year due solely to
the teacher to which they are assigned. No other attribute of schools comes close to having this
much influence on student achievement” (Hanushek, 2010, p. 467). This confirms the link between
the performance of the teacher and the student results.
In this section evidence has been provided to confirm the reasoning of policy makers, that providing
teachers with monetary rewards will in the end increase student outcomes. In the next chapter this
reaction chain will be further examined. In the previous section evidence has been given to prove
that performance pay leads to higher student performance. But is this the only effect performance
pay has? Probably not, therefore, in section 2 the general effects of performance pay will be
discussed. Section 2.1 will focus on the positive effects rewarding can have and section 2.2 will focus
on the negative effect that may occur when rewarding teachers. After the positive and negative
effects, provided by literature, have been discussed, it can be concluded whether or not the positive
effects of performance pay weigh up to the negative effects. After this, in section 4.1 case studies will
be provided on performance pay. These case studies give examples of fifteen different pay programs
that have been implemented in the last twenty years in countries all over the world. Here the
characteristics of the programs will be mentioned and the effect the program had on teacher
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performance and/or students achievements. In section 4.2 the characteristics of the mentioned pay
programs in section 4.1 will be compared in order to find out what changes have to be made in the
performance pay program, and the research regarding its effects, to be able to conclude if certain
characteristic have an effect on the outcomes of the program. In section 4.3 the characteristics of the
pay programs are being linked to the positive and negative effects, to see which characteristic has an
effect on which effect.
The following figure will provide an overview of the discussed topics in this research and the link
between the topics. First the positive and negative effect of performance pay will be discussed. Then
a number of performance pay programs will be described, which all have one of the positive effects
as goal, namely, improving teacher quality. In section 4.2 it will be discussed how the performance
pay programs and its research can be improved, to increase the positive effects and decrease the
negative effects.

Performance pay programs
Section 2.2
Negative
effects

Section 4.1

Section 2.1
Positive effects

Implementation of the
performance pay programs

Among others:

Goal: Increase teacher quality
(and students achievements)

Higher teaching
quality

Characteristics of the
performance pay programs
Section 4.2

Improvements for the
performance pay programs (and
ultimately the characteristics that
give an optimal result)

The improvements of the performance pay
programs (and the optimal characteristics)
intensify the positive effects of performance
pay
Figure 2: Structure of the research
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2. Literature review
The goal of the research is to determine how performance pay programs and its research, which
measures the effects, can be adapted to be able to conclude which characteristics lead to an optimal
performance pay program. Before it is possible to look for an optimal performance pay program, it is
good to know, if performance pay programs have a positive effect. Therefore in this section, first the
positive effects of performance pay provided by literature will be discussed in section 2.1 and in
section 2.2 the negative effects of performance pay, provided by the literature will be discussed. In
order to be able to conclude whether or not performance pay overall has a positive effect. Because if
this is not the case, an optimal performance pay program, might still not have, overall, a positive
effect on teacher performance and student outcomes. Then it would be better not to implement a
pay program.

2.1 Positive effects of rewarding
A large number of pay programs have been set up and a lot of research has been done on the effects
these programs have. Most examples of performance pay programs illustrated in paragraph 4.1 gives
a result of the program based on teacher effort and students achievements. Rewarding, when
performed well, has a positive effect on teacher quality and students achievements. For example the
research done by Rau and Contreras (2011) showed the result that a wage structure which
recognizes pay-for productivity is efficient. The paper of Rau and Contreras gives evidence that a
wage structure that is related to the productivity of the teachers leads to an increase in student
achievement (Rau & Contreras, 2011).
In the introduction it is stated that the following process takes place when rewarding teachers: When
rewarding teachers, their motivation increases, deployment teaching effort and teaching skills of the
teachers improve and students learn more. Besides increased teaching skills and students results,
which is also confirmed by Rau and Contreras, as stated above, performance pay has also other
effects (Weiss, 1999; McEwan & Santibanez, 2005; Vegas, 2005; Irs & Türk, 2012; Chughtai & Zafar,
2006; McElroy, 2001; Judge et al., 2010; Forest, 2008, Lazear, 2003; Lavy, 2004; Ames & Ames, 1984;
Wallis, 2008; Holland, 2005; Ingvarson, 2007 & Storey, 2000). These effects are given below.
Solution for teacher shortage
In the introduction it is stated that there is a shortage of high quality teachers. One of the reasons for
this shortage is that people prefer a job in the business world over a job as a teacher, because in the
business world it is possible to earn more money. Research showed that “Some of the most
promising teachers leave teaching because they do not believe that good teachers will be
consistently rewarded with pay, authority and career opportunities” (Weiss, 1999, p. 862). The same
article states that “Sizable proportions of teachers who abandoned the profession (20% from public
schools, 28% from private schools) in the United States in 1987-1988 and in 1990-1991 reported that
they left to pursue other career opportunities, or they desired better salaries or benefits” (Weiss,
1999, p. 862). By rewarding teachers when they perform well, this reward can be an extra reason for
teachers to remain teaching. Then teachers know they are being evaluated based on their
performance and good performance will be rewarded. Teachers can also receive a higher reward
when they perform well, which may be higher than the reward in another profession would be.
Especially for high quality teachers, because for them it will be easier to find a job in another
profession, than for low quality teachers. And for students the option of becoming a teachers
becomes more attractive when performance pay is implemented. One reason is the higher reward
12

for their work, but another is better workplace conditions. Schools who are working with
performance pay are more focused on reaching high achievements and being as efficient as possible.
Weiss states that “unprofessional workplace conditions contribute to teachers leaving, they also may
discourage them from entering the profession in the first place” (Weiss, 1999, p. 862) therefore new
teachers would prefer teaching in a school which is concerned with the quality of teaching. In that
way performance pay helps recruit good and qualified teachers. “It is possible that large and
permanent wage increases have succeeded in attracting a more qualified pool of teacher applicants
(and perhaps teacher hires) in the past decade, in part because they link teacher wages to teacher
test scores” (McEwan and Santibáñez, 2005, p. 250). Performance pay can also be an extra
motivation for teachers to become high quality teachers. When teachers know that when they
perform better they will receive an incentive they may be more willing to do extra training and put in
an extra effort to help their students. Vegas (2005) states that “Teacher incentive reforms are a
promising option to improve teaching quality and student learning” (Vegas, 2005). Therefore
rewarding teachers can reduce the shortage of high quality teachers.
Organisational commitment
Before teachers receive performance pay, they are evaluated on a number of aspects. Knowing these
aspects means that the teachers know what their employer finds important qualities in a teacher.
The teacher will focus on these aspects to be able to receive the performance pay. The result is that
all teachers are up to date on the goals of the organisation and they work hard to achieve these
goals. Therefore performance pay makes organisations more effective in achieving their goals (Irs &
Türk, 2012). Chughtai and Zafar (2006) give three reasons why high compensation leads to higher
organisational commitment. First of all higher pay possibilities makes it possible to attract more
potential employees, out of which the schools can recruit their future teachers. So it gives the
schools more teachers to choose from and the most adequate applicant can be higher for the job.
Second of all “high compensation serves as an indication of how much an organisation values its
people” (McElroy, 2001 according to Chughtai & Zafar, 2006, p.44) so the applicant that gets hired
will feel more important when the pay is higher. Thirdly “tying compensation to performance
motivates the employees to exert more effort on behalf of the organisation” (Chughtai & Zafar, 2006,
p.44). McElroy states that if the organisation connects compensation to organisational performance
this makes employees more socially comparable and therefore the perception of fairness increases.
And “perceptions of fairness have been shown to be positively linked to affective organizational
commitment” (McElroy, 2001, p. 331).
Job satisfaction
Another factor determining whether or not current teachers will remain teaching is job satisfaction.
When a teacher is very satisfied with his or her current job, he or she will less likely consider
changing profession. Judge, Piccolo, Podsakoff, Shaw and Rich (2010) state that there is a positive
relationship between pay level and job satisfaction, however this positive relationship is small (Judge
et al., 2010). This means that there are teachers who are more satisfied with their job if they believe
they are paid well; this is a positive effect of rewarding. But the height of the pay is not the only
factor that leads to job satisfaction. When teachers are rewarded for their performance, this means
that their students perform well, which can give teachers a sense of satisfaction and the teachers
performance is acknowledged by its employer, which can also lead to a higher job satisfaction. “Most
models of pay satisfaction stipulate a positive relationship between pay level and pay satisfaction,
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and pay satisfaction is one of the core components of overall job satisfaction” (Judge et al., 2010,
p.158). Therefore, generally, performance pay increases job satisfaction.
Higher teacher motivation
As stated in the introduction, performance pay leads to higher teacher motivation. When teachers
know that they can earn more money when they perform well they are more willing to put in an
extra effort for their students. The teachers who receive performance pay also will be more willing to
take on difficult assignments (Irs & Türk, 2012). This can be explained by the equity theory, this
theory states that the employee will feel treated fairly if they feel that the pay they receive is in
comparisons with the amount of effort they have put in their job (Forest, 2008). According to the
equity theory an individual can perceive him or herself as either under rewarded or over rewarded. If
this is the case the person will experience distress. When the person experiences distress he or she
will try to restore equity. The equity theory tries to predict how individuals handle their relationships
with other people. The following four points capture the objectives of the theory:
1. Individuals evaluate their relationships by comparing the inputs and outcomes with the
inputs and outcomes of a different relationship, other people have.
2. If the ratio of input and outcomes seems to be unequal then inequity exists.
3. The larger the inequity, the more distressed an individual feels.
4. The larger the distress, the more effort will be done to restore equity and reduce
distress.
This implies that when an employee feels that he or she is being under rewarded, he or she will feel
distressed and will put in a lot of effort in order to reduce this distress. If the employee puts in more
effort, the result can be that his or her work becomes good enough to be rewarded. When receiving
performance pay, the employee will not feel under rewarded anymore (Huseman, Hatfield & Miles,
1987). Therefore, the conclusion of this theory is that the higher the pay, the higher the employee
effort will be.
Higher teaching quality
In case of performance pay teachers are constantly monitored and tested on their quality and
achievements. This can give insights in the differences between good and bad teachers. If a certain
teacher is not performing very well this can be discovered quickly and measures can be taken to
change this. It is a possibility to provide the teacher with extra schooling to become more up to date
on the teaching subject or to inform the teacher on the latest teaching methods which have the best
effect on students achievements. Also the motivation of the teacher will increase when rewarded, as
stated in the introduction. Ames and Ames confirm that a high level of achievement comes from a
high level of motivation (Ames & Ames, 1984).
Costs
Performance related pay, costs less than other possible measures. When attracting teachers a school
can also choose to raise overall teachers pay, in the same level for every teacher. But that would be
both expensive and ineffective (Irs & Türk, 2012). When rewarding teachers, the money paid is
earned back by the fact that teachers work more efficient. It is assumed that individuals respond to
the contracts that reward performance (Lavy, 2004). It would be expensive because the money
would have to be distributed to all teachers. When only the best performing teachers receive an
incentive the money is divided between less people, which means less distribution costs. Irs and Türk
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(2012) state that “compensation and career advancement should be linked more closely with the
teachers’ ability to improve student performance” (Irs & Türk, 2012, p.367). Performance pay is a
good way to accomplish that. Also it is stated by Lazear that the increase in pay is cost effective, since
it has a great influence on student productivity (Lazear, 2003). This means performance pay does
cost money, but there is prove found that it is not the most expensive way to realise a satisfaction on
pay level. If you want to do something about the satisfaction of teachers on their pay level,
performance pay is a good way to do it.
In this section it has become clear that performance pay programs have positive effects, some of the
given arguments are proven by empirical research. For example the arguments that performance pay
has a positive effect on teacher effort, motivation and quality, student achievements, efficiency,
retaining teachers, workplace conditions and job satisfaction. When the research is conducted
properly this will give clear results to underpin these arguments The other arguments, like
performance pay leads to it that: teaching become a more interesting profession for students, more
(high) qualified teachers, teacher shortage is solved, employees feel treated fairly and teachers put in
more effort in their job, raising overall teacher pay is expensive and ineffective and it is assumed that
performance pay is earned back by working more efficient, are theoretical arguments. These
arguments have risen from the thoughts of the scientists of how things should be. Out of this section
it is possible to conclude that performance pay programs have a quite some positive effects and
these effects are a good reason to implement performance pay programs. In the next section the
negative effects of the performance pay programs will be described to see if they do not abolish the
positive effects.
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2.2 Negative effects of rewarding
Rewarding teachers can also have negative effects. These effects have to be taken in account to be
able to conclude whether or not it is wise to reward teachers. They are also points of consideration in
improving pay programs and rewarding systems.
Incomplete contracts
A point of attention when it comes to rewarding is the contract. When a contract is not complete,
there will be teachers who focus on the tasks/outcomes on which he or she will be rewarded. This
leads to neglecting other parts of the job, which are not explicitly mentioned in the contract. For
these reasons employers often choose to reward by promotion or to reward an entire group of
employees instead of individuals (Lavy, 2004).
Teaching to the test
Teachers often get rewarded for their performance, which is measured by test results. But only some
aspects of the teachers tasks get measured by test scores, other things they are supposed to do, do
not get measured by test scores. A possible result for rewarding is that teachers focus on the tasks
that give students high test results and neglect other tasks. “Linking compensation to test scores
could cause teachers to sacrifice curiosity and creative thinking. In addition, it may lead to different
ways of corruption such as teaching to the test” (Rau and Contreras, 2011, p.3)
Competition between teachers
Not all teachers react in the same way to incentives. A few possible results can be that teachers do
not collaborate with each other as much anymore as they used to, they can exclude students, of
whom the teacher thinks that will not perform well, from their classes so they can get higher
students results, they can cheat on the indicator for performance or they can manipulate it, they can
decrease the academic rigor or neglect subjects that are not assessed (Vegas, 2005). The option of
rewarding students has also been examined. Ames and Ames write about this that students who are
competing to get rewarded can show irreverent and irrational behavior. Children value winning over
fairness and they believe being happy and deserving of reward is more relevant to winning than
performing well (Ames & Ames, 1984). If this behavior is a result of rewarding for children, it could
also be a result of rewarding adults. Especially when the incentives given are individual incentives,
teachers within one school will be competing with each other for the bonus.
Increased differences
The program in Chile, described by Rau and Contreras in 2011 gives positive results, but only for a
particular group of schools. In this program a few schools win, and for them this program is positive.
But there are also schools that have not won once in eleven years. For these schools the program
does not have positive effects (Rau & Contreras, 2011). Also in other cases when one teacher does
receive a bonus and the other does not, there arise differences in reward for the same job. Both
teachers might put in the same effort, but just because one of them is more successful or has better
teaching conditions he or she will receive a higher wage. This might seem unfair to the teacher who
does not receive the performance pay. One solution for this unfairness could be to offer training to
the teachers who did not receive performance pay, so they have the possibility to increase their
quality. Another possible solution is to make sure all teachers have the same resources when
teaching. This might also make a difference.
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Teacher attitude
In order for performance pay to be effective, teachers have to be in favor of the system. But not all
teacher are. There are teachers who do not think it is fair to be judged for an entire year of teaching
by one single test. Also teacher will have to compete against their colleagues, not all teachers are
willing to do that. If mistakes are made, in the distributing of the performance pay, this can also have
a negative effect on the attitude of teachers towards the performance pay program. So, no mistakes
are allowed. Two examples of mistakes made in the conduction of performance pay are of the
performance pay programs in Florida and Houston. In Florida the performance pay plan was not
worked out properly, which led to it that one county did not have enough money to reward all the
teachers who deserved it and another county and had “embarrassing discrepancy between the
number of awards given in predominantly white schools and the number that went to schools with
mainly black students“ (Wallis, 2008, p.4). Therefore, when implementing performance pay, it should
be calculated in advance if there is enough money available. In Houston there had been made an
administrative mistake which led to it that 99 teachers who had received a bonus were asked to give
it back (Wallis, 2008). These teachers can develop a negative attitude towards performance pay
because of this. Also, in case of rewarding, teachers who do not receive a bonus can get demotivated
(Irs & Türk, 2012). “Performance-related pay may lead to disagreements about the objectives of the
educational sector, especially since the objectives of schools are multifaceted and many aspects are
very difficult to measure” (Irs & Türk, 2012, p.369). When rewarding, performance appraisal is used.
This is a common way to asses individual performance when involving a financial reward. But there is
a lot of criticism on appraisal. Performance appraisal is seen as a way to increase managerial control.
It is argued that performance appraisals “generally do not succeed in meeting their objectives, are
flawed in implementation, act to demotivate staff and are often perceived as forms of control which
are inappropriately used” (Irs & Türk, 2012, p.368). This can also lead to a negative teacher attitude
towards performance pay.
Unfair competition
If principals are the ones that have to judge teacher performance “Principals would have the
opportunity to play personal favorites in rewarding or punishing particular teachers” (Holland, 2005,
p. 3) Also teachers who have already reached a high level of performance before performance was
measured face a far larger challenge in improving their performance than a low performing teachers.
A low performing teacher can more easily increase to a medium level performance than a high level
teacher to an even higher level (Irs & Türk, 2012). This is only the case when the improvements of
the students achievements are measured.
Extra training
It cannot just be assumed that teachers performance becomes more effective when they get
rewarded and therefore more motivated. This only happens when teachers know what knowledge
and skills they need to improve students learning. Effective incentives are needed but incentives
alone are not sufficient to guarantee high teaching quality and student achievement (Vegas,
2005).Therefore it is needed to train teachers and inform them on the knowledge they need to know
in order to become more effective. This costs time and money.
Costs
Rewarding teachers costs time and money. First of all the achievements of the teachers and the
students involved have to be measured and controlled. If these things will be done correctly this will
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lead to high operational costs. And then there are also the rewards, rewarding all the teachers who
do their job well will cost a lot of money as well. Not all private schools have the monetary funds
needed to reward their teachers (Ingvarson, Kleinhenz and Wilkinson, 2007). Which makes it
impossible for them to reward their teachers in the same way as government schools can do.
According to the expectancy theory the rewards the employer offers has to be sufficiently attractive
in order for the employee to put in the extra effort. And this extra effort has to be equal to the extra
pay. Also the employee has to be convinced that his extra effort will indeed result in a reward. If the
employee is not convinced that he or she will receive the reward he or she will not be willing to put
in the extra effort (Storey, 2000).
Interference with intrinsic rewards
In the introduction it is stated that for this research it is assumed that performance pay will increase
the motivation of teachers and there this is also confirmed by literature. However there is also
literature that states the opposite. In the article by Storey (2000) it is mentioned that needs for
achievement, recognition, responsibility and the intrinsic rewards are the best motivators and not
performance pay. The self-determination theory suggests that extrinsic rewards demotivate and
dissatisfy individuals. This because the extrinsic rewards have a negative effect on intrinsic interest.
The goals for financial success interfere with intrinsic motivation like self-acceptance and affiliation
(Judge et al., 2010). Therefore the process of figure 1 might not be applicable to every teacher.
Pay scales
In Mexico the Carrera Magisterial program was introduced. It did lead to higher teacher effort, but
once teachers had received their promotion, mostly the ones who had reached the highest level, did
not have a motivation anymore to improve the achievements of later students. Because in the
Carrera Magisterial a given promotion cannot be taken back, the teacher continues to receive the
highest wage possible, without any attention is paid to their performance (Vegas, 2005).
Measure production
Storey (2010) states it is not possible to successfully implement industrial systems in schools. In
schools production cannot be measured in the same way that it is possible in factories because
schools are more complex institutions (Storey, 2010). So, according to Storey it is not possible to
measure the outcomes of performance pay, which puts in doubt, the measured effects by numerous
researches done.
Conclusion
In this section is has become clear that performance pay programs have a number of negative
effects. For this, both empirical and theoretical arguments are given. The empirical arguments state
that negative effects are: incomplete contracts lead neglecting parts of the job, no willingness to
compete with colleagues, not receiving a bonus is demotivating, and performance appraisal leads to
negative attitude, high costs and interference with intrinsic motivation. Also pay scales do no longer
provide an incentive after the highest pay scale is reached. The theoretical arguments given are that
performance pay could lead to: sacrifice of c sacrifice of curiosity and creative thinking and to
teaching to the test excluding low performing students, cheating on indicator of performance,
decrease in academic rigor, neglecting subjects that are not assessed and disagreement about the
objectives of education. Other things are that winning becomes more important than performing
well, not receiving performance pay can seen unfair, mistakes in the implementation can lead to a
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negative attitude towards performance pay, principles can play personal favorites, high quality
teachers face a larger challenge and if a employee is not convinced he will be rewarded, he will not
put in the extra effort.
Out of this it is possible to conclude that performance pay programs have a quite some negative
effects and these effects should be taken into account. Now these effects have been identified,
solutions can be sought to solve them. The risk of neglecting parts of the job and teaching to the test
can be solved by creating complete contracts in which all the parts of the job are being described and
evaluated. And the problem of competition can be dealt with by giving rewards to teachers if they
work together, or to give group incentives instead of individual incentives. The increased differences
can be reduced by offering extra training to the lower performing teachers and the unfair
competition could be solved by taking into account the starting level of the students, before
performance pay programs are implemented. If all these problems have been taken away, the
teacher attitude towards performance pay will automatically become better. There are costs
involved with performance pay programs, and these costs are quite high, but as stated in section 2.1
the costs of the alternatives, who will give similar results are higher, so these cost will be a matter of
willingness to pay, from the policy makers, who want to implement the performance pay program.
The problem with the pay scales can be solved by using other performance pay methods, who do not
work with a pay scale, but a constant measure of performance. The only negative effect for which no
solution can be given at the moment is that rewards interfere with intrinsic motivation. Since it
interferes with intrinsic motivation this means that the teacher was already motivated to do his or
her best, so this is not a very large negative effect. Not all of these solutions are easy to implement,
therefore the negative effects might continue to exist in future performance pay programs, but they
could be diminished.
In the figure 3, illustrated on the next page, the effects of performance pay are illustrated. This figure
is a concluding model involving the positive and negative effects given in the previous section. Each
of the small rounds represents an effect, which performance pay has. These effects are the ones
described in paragraph 2.1 and 2.2. The green ones represent the positive effects, provided in section
2.1 and the red ones represent the negative effects provided in section 2.2. The effects that are
related have been put together in an oval. The effects that result from another effect have been put
further away from the blue circle, with an arrow in-between the two effects to show a relation. The
bigger the circles, the more important they are. From the effects that overlap with each other, also
the circles in the figure overlap with each other. When looking at figure 3 it can be concluded that
performance pay programs result in more negative effects, than positive effects. But for most of the
negative effects a solution can be found, to demise the negative effect.
Out of this it can be concluded that, after making some changes, the negative effects will not be that
large that it will abolish the positive effects. And therefore the overall effect of the implementation
of performance pay will be positive.
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Figure 3: Effects of performance pay programs

When looking for the effects of performance pay, it could be concluded that performance pay has a
lot of positive and negative effects, which should all be taken into account. But for the implementers
of performance pay the increased teacher quality and student motivation are the main reason for
implementing performance pay. Therefore it is chosen to first look into the positive and negative
effects of rewarding and after that, to go in dept on the increased teacher quality and students
achievements.
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3. Materials and methods
In this research first a literature review has been conducted to answer research question 1 and 2, see
section 2.1 and 2.2. Secondly a comparative case study has been done to compare different case
studies provided in literature, see section 4.1 and 4.2. The search for the case studies, which contain
information about the implantation of performance pay programs, which have been implemented all
over the world in the last twenty years, has been elaborated below.

3.1 The case studies
The empirical part of this research is based on case studies provided by the literature. To answer the
third and fourth research question several articles about rewarding teachers and performance pay
have been consulted. After selecting and elaborating these pay programs their characteristics will be
compared and the characteristics will be linked to the effects given in section 2.

3.1.1 Data collection
For the data collection only articles which are based on empirical research are used. In these articles
the effect of performance pay can be measured by means of observing the implementation of the
different pay programs and the test results of the tests done after implementation it is possible
compare the different pay programs.
The criteria for the literature
When looking for literature a few criteria are needed to make a good selection. Information should
be reliability, therefore the source of the literature should be scientific articles; they are reliable and
are the best source for finding out about previously done research. Via the WUR-library the search
can be conducted via Educational Resources Information Center, Global Search, Scopus, Web of
Science, American Psychological Association, SocINDEX and Google Scholar. First a general search has
been done by typing some words like ‘Pay and teachers’, ‘Performance pay and teachers’, ‘Pay and
schools’ or ‘Rewarding teachers’. The conclusion of the general search was that Google scholar
contained a lot of articles that seemed to contain useful information. Scopus gave articles which did
not contain examples of performance pay or articles which had already been found before, for
example performance pay in Florida. Educational Resources Information Center gave as a search
result only one article that seemed to be about implemented performance pay. The same goes for
Web of Science. For example the first result in Web of science when typing ‘Performance pay AND
teachers’ is “Argument as a tool for promoting collaborative online reading” and the second one is
“Preliminary data suggesting the efficacy of attention training for school-aged children with ADHD.
Global search gave the same first search result as Google Scholar. Further it seemed to contain other
useful articles. The American Psychological Association gives articles that seem useful. And SocINDEX
also gives articles that seem useful.
In the introduction it is stated that performance pay for teachers already started to evolve in the late
18th century. This shows that rewarding teachers has been done over a very long period of time and
it is not possible to take into account all the performance pay programs that have been implemented
since then. Therefore a line has to be drawn on which performance pay programs to take into
account and which to leave out. Especially since Human Resource Management is a relative new
concept and therefore a lot of changes have evolved in the last twenty years. And the development
of Human Resource Management probably has a large influence on performance pay, since it is one
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of the four components of HRM. That is why information which is ten or twenty years old can be
dated, since a lot of new research has been done since. But it is also good to look at older articles to
have a complete view on the rewarding of teachers, of how it was done in the past and how it is
done nowadays. Therefore it has been chosen to use articles on pay programs from the last 20 years.
Google scholar
The search words: ‘Pay and teachers’ gave, in the first 50 search results two usable articles; they
contain examples of performance pay and discuss all the factors taken into account in the evaluation.
From six articles the full text is not available, sixteen do not contain examples of performance pay
implementation, seven are not about performance pay and five articles are more than twenty years
old. Four of the articles do not give all the needed information for evaluation. For example one of
these two articles gives six examples of performance pay in Australia. In this article the effects of the
programs are not given and the names have been changed so the schools could stay anonymous.
Therefore it is not possible to look for other articles about these programs and not all the needed
information for the evaluation is present. The words ‘Performance pay and teacher’ give the same
results as before. The words ‘Teacher performance pay’ gives as first search result “Teacher
performance pay: a review” by Podgursky and Springer. This article contains 6 examples of
performance pay. On one of the programs they give very little information, and also in other
literature all the characteristics of the program are not present, so this one is not used. On the other
examples further literature search is done, to find all the characteristics of the pay programs. The
next search results are the same as before.
Soc Index
The search words “Performance pay” gives results which are not about education/teachers. The
search words ‘Performance pay and teachers’ results in two useful articles, one article that gives no
examples, one article that does not focus on performance pay and two articles that are more than
twenty years old.
American Psychological Association
The search words ‘pay and teachers’ gives in the first ten results, six articles with no examples of
performance pay and from four of them the full text is unavailable. One article leads to option to
read another article, which is about commitment and another one that is about the relation between
pay and job satisfaction. The last article turns out to be useful for paragraph on the positive effects of
rewarding.
SOC Index
From the first sixteen results, the first results is not about implementing performance pay, the next
three are articles that have come out of the search before, the next six articles are not about the
implementation of performance pay or do not contain examples. Also the following ten articles do
not contain examples of the implementation of performance pay.
References
In the reference list of the articles found, other useful articles have been found. In the article
“Evaluating the impact of performance related pay for teachers in England” there is a reference to
“Teacher incentives” by Glewwe and Ilias. In the article “Tournament incentives for teachers: the
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case of Chile” there is a reference to “Teacher and principal incentives in Mexico” from the book
“Incentives to improve teaching: Lessons from Latin America” by Vegas. The book turned out to
contain information on more pay programs that just the one in Chile.

3.1.2 Data analysis
Fifteen pay programs will be selected an discussed, in section 4.1. With the description of these
fifteen pay programs it will become clear which characteristics these programs have and which
characteristics are important.
In section 4.2 nine characteristics will be selected, based on the information provided in section 4.1.
For every pay program it is first of all important to find out if the overall effect of the program was
positive of negative. Here a division will be made into three categories, positive effects, very little
positive effects and no effects. When the overall effect is determined for every program the
characteristics will be determined. All the characteristics will be illustrated in a table, to make
comparison more easily. The characteristics will be discussed, one by one, and conclusions will be
drawn about the comparability and possibly also on the effects it has on the results of the
performance pay program. All these conclusions together will help to answer research question 4
and the main research question. And also the make recommendations for further research and for
policy makers, who are going to set up new performance pay programs, or make changes to current
performance pay programs.
In section 4.3 the characteristics of the performance pay programs will be linked to the positive and
negative effects found in the literature review. It is assumed the characteristics of the performance
pay programs will have an influence on the positive and negative effects. When these are linked to
each other it becomes possible to see which characteristic needs be adapted to change a particular
effect.
After this a concluding model will be made to find the overall conclusion of this research.
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4. Empirical review
In this section different case studies, provided in literature will be illustrated, in section 4.1. In section
4.2 these case studies will be compared, to see in which way the case studies should be adapted, to
be able to draw conclusions about the effects of the different characteristics of the performance pay
programs on the effects it has on teacher performance and student achievements. Finally, in section
4.3 the characteristics of the pay programs will be linked to the effects found in section 2.

4.1 Pay programs
In this paragraph fifteen pay programs, which have been implemented in the past twenty years, in
different countries all over the world, are being described. Here a selection has been made based on
information available in literature, on the different characteristics of the programs. Only the
programs, of which literature provided information on all the nine selected characteristics, have
been described. Another criterion for selection was that the program had been implemented in the
past twenty years.
Performance related pay program in Bolivia
The performance pay program in Bolivia points to three characteristics in teachers to determine how
much compensation they deserve. These are: their training, their location of work (urban or rural)
and their experience. To calculate base salaries teachers get divided in four groups according to their
training. First of all there are interim teachers, they have not completed formal training and they are
working as a teacher for less than nine years in public schools. Secondly there are experiencecertified teachers. They are not trained, but have at least nine years of working experience in public
schools. Third there are all but degree teachers. They have completed formal pre-service training but
miss some requirement for certification. Often that is the two year working experience. Last there
are certified teachers who have graduated from teaching training and have completed two years of
service in a rural or provincial school. The base pay of teachers is based on the amount of training a
teacher has had. Here counts, the more trained, the higher the wage. And it is based on location of
teaching. The further a teacher is away from the city, the higher the wage. This means a teacher in a
rural area has a higher wage than one in an urban area. Besides this base salary there also are
Seniority-Based Pay Increases which have the categories interim (which gives 10% extra), fifth (which
gives 30% extra), fourth (which gives 45% extra), third (which gives 60% extra), second (which gives
75% extra), first (which gives 100% extra), zero (which gives 125% extra) and merit (which gives 150%
extra). A teacher can get to a higher category based on years of experience and they have to take an
exam, this happens every four years (Urquiola and Vegas, 2005). To see if these higher payments
increase student performance rural and urban schools are compared to each other. Since teachers in
rural areas receive higher payments than teachers in urban areas. This comparison gives no
significant differences in test scores. Rural schools have lower repetition, higher pass rates and
higher dropout rates. But these differences are not significant. They also collected GIS information to
see if that would give more consequent results, but also there were no systematic differences found.
It has to be taken into account that the amount of the payment of the teachers is not the only
difference between the students in the rural and urban area and therefore their might be other
factors that influence the student results. The conclusion is that there has not been found evidence
that the performance pay has influence on student performance in Bolivia (Urquiola and Vegas,
2005).

24

Performance related pay program in Chile
In Chile the Ministry of Education has incorporated a monetary-based productivity bonus in 1996
called “The National System of School Performance Assessment” (SNED). This program represents
90% of the students that are enrolled in Chile, since it is a rank-order tournament for all municipal
and private subsidized schools in Chile. With the program they want to improve teacher performance
by giving them an incentive. The level of this program is schools. If a school performs well all teachers
at that school receive an incentive. The achievements of the students were measured by the results
on the SIMCE (Sistema de Medici´on de la Calidad de la Educacion). They take the average result of all
the students at the school. And all teachers at the winning school receive the same amount of
incentive. The program is a competitive system. The schools have been divided into groups, first
based on region and then subcategorized by vulnerability and socio-economic characteristics
according to the official classification of the Ministry of Education. These have a high, medium-high,
medium, low-medium and low level. These groups have to compete to be the best in their group to
be able to receive the incentive (Rau and Contreras, 2011). The rewards are given for 90% directly to
the teachers, based on the hours they have worked. The other 10% is allocated by the school. They
can pick the teachers who had the most contribution to the high performance and give them a part
of the last 10% they think the teacher deserves. These payments are done quarterly. On average
teachers yearly received a total bonus of about 370 US dollars (Rau and Contreras, 2011). The SNED
is based on six factors, namely effectiveness, improvement in the differentials in educational
achievement, initiative, improvement of working conditions and operation of the school, equality of
opportunities and integration and participation of teachers and parents in the development of the
educational role of the school (Rau and Contreras, 2011). Results of research on this performance
pay program find a significant effect on the math and language test scores. Therefore it can be stated
this performance pay program has positive effects.
Performance Related Pay program in England
In the 1980’s the interest for Performance related pay increased in England. This with the idea that
the teaching standards were poor and that it would lead to a low education level and perhaps a low
economic performance. The first attempt to introduce PRP in England was in the 1990’s. This only led
to an introduction of a PRP system for head teachers (Atkinson, Burgess, Croxson, Gregg, Propper,
Slater and Wilson, 2004).
In 1997 an article was published by the government which said that it was time for change and a
performance pay system was a part of that. A Performance Threshold plus the Upper Pay Scale was
introduced. This system was designed to have an influence on teacher effort, recruitment of new
teachers and retention of teachers within the profession. Before the PRP system was introduced all
teachers got the same salary scale. There were nine points on this scale, and depending on
qualifications and experience teachers could move up from one scale to another. The salary was
always between £14,658 – £23,193 per year. In 2000 75% of all teachers in the UK were at the
highest point of the scale, point 9 (Atkinson et al., 2004).
When the threshold was introduced, teachers at point 9 could pass the performance threshold. This
meant that they got a bonus of £2000 per year. When teachers pass the threshold they move to
another system, the Upper Pay Scale (UPS), which includes some extra steps, which are also related
to performance. There are five points in which teachers have to be good enough to be able to pass
the threshold. These are knowledge and understanding of teaching, teaching management and
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assessment, wider professional effectiveness, professional characteristics, and pupil progress. At a
sample of 1000 schools research was done. On these schools 88% of the teachers who were
adequate applied for the bonus, 97% of them got the bonus (Atkinson et al., 2004).
The effects of this system have been tested. There were very varying results with some
improvements but also some deterioration. On average the test scores of the pupils increased with
about half a grade per pupil. The improvements were mostly made in English and Science, for Math
there was no improvement, even deterioration. The result of the PRP scheme is an increase in
student test scores of approximately half a grade, on average for all the different subjects. Out of the
results of the tests that have been done it can be concluded that the system has an positive effect on
teacher performance (Atkinson et al, 2004).
Performance related pay program in India
In India in the state of Andhra Pradesh there has been done a five year long test with individual
teacher performance pay programs. These were implemented across a large representative sample
of government-run rural primary schools. In total there were 25000 students and 1000 teachers
involved is this test. The program consisted of a group and individual incentive. For the group
incentive, teachers received bonuses on the basis of the average improvement of the students in the
school. And for the individual incentive, the performance in the classes was measured, the lessons of
the teacher itself. The teachers received bonus if they had reached the targeted performance. The
individual incentive program turned out to have a large impact on the learning outcomes of the
students. The group incentive program also gave better results than the control group, which had
teachers who did not get any form of incentive. But these difference where small and not significant,
those of the individual incentive were larger and significant (Muralidharan, 2012). Large and
significant differences, means a positive effect of the performance pay program. Another remarkable
outcome of this program, the subjects for which no incentive were given also gave significant
improvements of student performance (Muralidharan, 2012).
Performance related pay program in Israel
In Israel in 1995 there was a pay program set up which gave monetary incentives to schools and
teachers for relative improvement in student’s achievements. At 62 secondary schools in Israel this
pay program was implemented and the total costs were determined at front, they would be about
1.4 million dollars (Lavy, 2002). The measures for receiving the incentives are the results of the final
year of high school achievements of the students and the dropout rate at the high schools. The
program paid bonuses based on rank-order tournament. The incentives had a small positive effect of
achievement improvement in the first year, which increased in the second year and caused
significant gains in achievement. For example the average test scores of graduates increased. The
performance pay based bonus led to an increase in student achievement. This because teachers
changed their teaching methods, did some after-school teaching and they learned to respond better
to the students needs (Vegas, 2005). The conclusion is that this performance pay program has
positive effects.
Performance related pay program in Kenya
In Kenya a program has been set up which offered a financial bonus to teachers whose students
achieved a higher score than on a standardized examination. The pay program involved teachers
which students were in the grades four to eight. The performance of the entire school was measured
by means of yearly district exams. If a school performed well, all the teachers received a bonus.
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There were two categories in which prices could be won. Top-scoring schools and most-improved
schools. A school could only win in one of the two categories. Fifty schools participated in the
program and after three years twenty-four of these schools had received a price. Every year three
teachers per participating schools were interviewed. They all supported the idea and reported a
change in school activities and teacher effort (Glewwe, Ilias and Kremer, 2003). Therefore the
program led to an increase in the effort of the teachers. They gave the students more test
preparation sessions and more homework and there was better cooperation among teachers. The
program did not have much effect on dropout and repetition rates but it led to better student test
scores, on some measures these improvements were significant (Glewwe et al.,2003). As soon as the
bonus was no longer given the results were immediately decreased again. When teachers no longer
had the chance to earn additional pay they stopped making the extra effort for their students (Vegas,
2005). Therefore this performance pay program had little effects.
Performance related pay program in Mexico
In Mexico a program called “Carrera Magisterial” has been introduced in 1993 to improve students
test results. The national office Carrera Magisterial collects data, which are used to calculate the
scores of the teacher’s assessment. Teachers voluntarily participated in this one year long
assessment. They were evaluated at six areas. Education degrees, years of experience, professional
development (including federal and state in service training courses), peer review, teacher (or
principal) knowledge (which is based on a test score) and student performance (which is based on
students test scores) (McEwan & Santibáñez, 2005). The teachers in the first and second grade did
not take the test, so this sample is limited to the teachers of the third, fourth, fifth and sixth grade
(Rau and Contreras, 2011). When teachers achieved good results in this test they could get a
promotion. In the Carrera Magisterial there are five levels of promotion, A, B, C, D and E. A is the
lowest, B is higher and E is the highest. In each level a higher wage bonus can be received. Once
promoted to a certain level, this cannot be taken back. A teacher will receive at least this amount of
wage bonus for the rest of his or her carrier (McEwan & Santibáñez, 2005). In Mexico there are a lot
of barriers, which result in teachers getting weaker incentives. This is the case with 85% of the
sample. The teachers were evaluated on two factors, first of all on their background (education and
experience) which counted for 80 percent and secondly on students results, which counted for 20
percent. The result was that many teachers were not eligible for the bonus, because of the first
factor, no matter how high their students results. Therefore these teachers had little motivation to
put in extra effort, since it would not help them to receive the bonus. The effect of the program
turned out to be relatively small. In the research on this performance pay program there was no
robust evidence found that the incentives for the teachers increased student results. And after the
bonus was received the teachers faced weak incentives to improve the performance of later
students, especially when the highest level is achieved (McEwan & Santibáñez, 2005). This resulted in
no effects on teacher quality and student performance after the implementation of the Carrera
Magisterial.
Performance related pay program in Nicaragua
In Nicaragua a reformation of education started in 1993 which involved decentralization. Before this
reformation, schools were centralized and after 1993 they became autonomous. Teacher incentives
are an important part of the decentralization. Teachers were promised higher salaries in forms of
bonuses and incentives. Job security for teachers decreased because the councils had the right to
hire and fire teachers. There are two sources for the incentives for the teachers. First of all the World
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Bank. This is an incentives program based on student attendance. Teachers then receive incentives
two times a year based on the number of students who are registered and who are in their class. On
average this incentive is as high as one month of salary. The World Bank has in total funded 14
million US dollars for this program. The second form of incentive depends on the resources of the
school at which the teacher is working. Teachers can receive an incentive from the monthly fees
which are collected from the students. Centralized schools only kept 50% of these fees and
autonomous schools can keep 100% of these fees. Therefore the income of the schools and the
teachers can increase by decentralization. It resulted into a bonus for teachers in primary schools of
zero to thirty percent of their salary and in secondary schools the bonus is zero to fifty percent of
their salary (Parker, 2005). One of the goals of the reformation is to increase enrolment of students.
This goal has been met. The number of enrolments are increased and the differences between
different regions have decreased. The other goal is to increase student achievement, but here only
little changes are visible in the data. Student results had a small increase in the period from 1995 to
2001, which indicates that the reformation has a positive, but small influence on student
achievements (Parker, 2005). Therefore the effects of this performance pay program were small.
Performance related pay programs in the United States
In the United States different programs have been implemented in different States. Seven of these
programs are described below.
Denver Public Schools’ Professional Compensation System for Teachers (ProComp)
This program is a skills and knowledge based pay program. It has four components which gives
teachers the opportunity to build earnings on ten elements. These components are: knowledge and
skills, professional evaluation, market incentives and student growth. Growth in student
achievements can lead to a boost in pay for the teachers of about 1000 US dollars increase in salary.
In 1999 they started a pilot which lasted for four years and took place at sixteen schools in the United
States. This program was to reward individual teachers and they received a bonus if they performed
well at that time. The results of the pilot showed that students, whose teachers where part of the
pilot achieved higher mean scores, student achievements increased when the teacher participation
in the pilot increased, the quality of objectives and teachers increased and it led to more focus on
student achievements (Podgursky and Springer, 2007). “Teachers’ ability to meet objectives
increased significantly as they gained more experience in the pilot. One year pilot participants met
89% of their objectives; four-year participants met 98% of their objectives. “And teachers and
principals had many opportunities to influence the course of the pilot, which they reported was a
positive and meaningful experience” (Azordegan, Byrnett, Campbell, Greenman and Coulter, 2005, p.
10). After the pilot the program has been adopted in the spring of 2004 by the Board of Education
and members of the Denver Classroom Teachers Association. In November 2005 the program
received an additional 25 million US dollars to fund a scale-up of the system. They also received a TIF
award, of 22.67 million US dollars. After the pilot the program grew to become one of the most
widely known performance related pay programs (Podgursky and Springer, 2007). Out of this it can
be concluded the effects of the ProComp were positive.
Governor’s Educator Excellence Grants (GEEG)
This program is part of one of the largest performance related pay systems. The Texas’ Governors’s
Educator Excellence Award Programs (GEEAP). The GEEAP consists of three programs. First of all the
Governor’s Educator Excellence Grant, secondly the Texas Educator Excellence Grants and third a
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district-level grant who had not been given a name yet. In 2007 it was expected that by 2008 the
GEEAP would provide about $330 million per annum to the high performing public schools in Texas
(Podgursky and Springer, 2007). The Governor’s Educator Excellence Grants (GEEG) is a program
which received $10 million US dollars in 2008. The goal of the program was to increase teacher
quality throughout the state. The awards vary from 40.000 to 290.000 US dollars a year in 2005 and
were given out to schools who have been rated as high performance campuses. In the fall of 2006
there had been made funds available to give incentives to 99 schools in a range of 60,000 to 220,000
US dollars. After a survey had been done it could be concluded that from the responding districts
53% of them paid performance incentives to teacher during the school year 2005-2006. The
incentives were paid for: work in shortage areas, acquiring advanced qualification, serving as
mentors, improving attendance, retention and raising student achievement. There were a lot less
incentives paid based on performance outcomes. This was only 12% of the school districts in Texas.
Most of these incentives on performance were campus based. After three years it turned out that
the schools participating in the GEEG program had significantly lower teacher turnover compared to
non-GEEG schools (Springer et al., 2009). After three years of the program the principals of the
participating schools stated that, in their opinion there could be made some improvements on the
implementation of the program, but they were over all positive on the outcomes, among other the
students results and teaching practices, of the program (Springer et al., 2009). Therefore it can be
concluded the GEEG had positive effects.
Merit Award Program
All schools in Florida had to put a performance related pay program into the existing salary schedule.
When that happened the Florida’s Special Teachers Are Rewarded (STAR) was introduced. STAR has
four major components: eligibility declaration, determination of number of rewards, evaluation
instrument and instructional personnel evaluation based on student performance. STAR rewards
teachers for the results of their students measured by a standardized test. The amount of the
bonuses is at least 5% of the teacher’s salary. The STAR program has been replaced by the Merit
Award Program (MAP) which has stricter rules about the amount of reward that is being paid. It is
still at least 5% of the average district teacher’s salary, but also no more than 10% of the average
district teacher’s salary. These rewards can be given to individual teachers or a teaching team, not to
the entire school (Podgursky and Springer, 2007). The impact of the Merit Award Program has been
measured in three different ways. First of all with value tables, these “award points to students on
the basis of their changes in proficiency levels from the prior year of testing; points are averaged
across all students assigned to each teacher“. Secondly with “average gain scores, which average the
change in scale scores for all students assigned to a teacher”. And thirdly “with the random effects
model, which simultaneously controls for each student’s scores at multiple time points to estimate
improvements in student achievement in any given year and aggregate these estimates across all the
students assigned to a teacher” (Buddin, McCaffrey, Kirby and Xia, 2007, p. 47-48). The different
measures gave different results on the effects, which led to doubt about the outcomes of the results
of the research. The conclusion is that it is difficult to use student achievements to measure teacher
performance, since there are a lot of other factors which play a role in student achievements, like
class average and student preparation. Because these measures give different results, there is a large
chance that every year other teachers will be evaluated best, what may lead to a diminished effect of
the merit pay program (Buddin et al., 2007). All of this leads to it this program does not have a
positive effect.
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Milken Family Foundation’s Teacher Advancement Program (TAP)
This program has been developed in 1999 in California with the goal to attract, retain and motivate
quality teachers (Schacter & Thum, 2005) and to increase the quality of the teachers, the
performance of the students and efficacy of teaching. TAP consists of four important components:
multiple career paths, on-going applied professional growth, instructionally focused accountability
and performance-related compensation. In 2006 the program was introduced at 125 schools in nine
states and fifty districts. The program rewards individual teachers, with an average bonus of 2500 US
dollars per teacher. The program has been implemented in nine states, with approximately fifty
school districts. The money to pay for this program comes from the private family philanthropic
foundation (Podgursky & Springer, 2007). The schools who participated in the TAP changed their
organizational structure in order to support and reward high quality education. The effects of the
TAP were measured by comparing the student’s marks from the TAP schools with control schools. On
average the results of the TAP schools turned out to be significantly higher than those of the control
schools. They also looked into the teachers’ attitude towards the TAP, out of which they could
conclude that teachers have a positive attitude and they felt a strong sense of collegial support
(Schacter & Thum, 2005). Teachers are being evaluated with the help of a value added model. Since
its implementation, this program has helped 2000 teachers in ten different states to improve their
teaching skills (Holland, 2005). Therefore it can be said this program has positive outcomes.
Minnesota’s Q-Comp
This program is about traditional career ladders and professional development for teachers. Schools
receive funds, with which they can reward their teachers for the students achievements. Per student
a district receives 260 US dollars to implement this program. In total 86 million US dollars is spend for
this program. In 2007 there were 22 districts in this program. It is expected that this number will
expand with 134 extra schools by 2008. This program is state funded and teachers will receive
performance pay according to “state approved measures of student achievements” (Podgursky and
Springer, 2007, p. 920). Evaluation of the program showed that the “Q Comp helped districts
establish a framework to unify principals and teachers collaborative efforts around instruction,
planning and professional development” (Brodsky, DeCesare and Kramer-Wine, 2010, p. 216). The
evaluation also showed that there was a relation between the number of years the program had
been implemented and the improvement of students achievements (Brodsky et al., 2010). Therefore
it can be concluded, the Q-Comp has positive effects on student achievements.
POINT
Project on Incentives in Teaching (POINT) is an experiment that has been done in the Metro Nashville
Public Schools district. In the experiment 34 middle schools were tested from 2006 to 2009. In these
34 schools together there were approximately 20.000 students enrolled. The experiment was based
on mathematic teachers and the teachers could only be a part of the experiment if at least ten of its
students had completed the annual mathematics Tennessee Cumulative Assessment Program (TCAP)
exam. In the first year 296 teachers participated of which were only 148 left at the end of the third
year. The evaluation was done based on the TCAP test scores and teachers could receive a maximum
bonus of 15.000 US dollars a year. During the three years of the experiment 1.27 million US dollars
was paid out in bonuses for the participating teachers. To measure the effects of the experiment
there was a treatment group and a control group. After the experiment there was no significant
30

difference between the students in the treatment group and the students in the control group. Also a
survey had been done among the participating teachers. Eighty percent of the teachers claimed that
POINT did not affect their work. Less than 25 percent of the teachers claimed that they had changed
their practices because of the POINT experiment. The treatment teachers also claimed that they
collaborated with their colleagues to align their instruction, but in the student achievements there
were no significant differences that could confirm this statement (Springer et al., 2011). Therefore it
can be concluded that the POINT program did not have an effect on student achievements.
Tennessee value added assessment system (TVAAS)
This merit-based approach has been implemented in public schools in Chattanooga, Tennessee. This
program focuses on improving the achievements of students in schools which are chronically
underperforming. From the twenty schools that had been identified as lowest performing in the
state, nine elementary schools have been chosen to be part of the program (Holland & Soifer, 2004).
Based on a number of criteria these schools look for teachers of whom they think are the most
effective. They ask these teachers to work at their school and if they succeed in increasing the
students achievements they receive a bonus of 5000 US dollars. Teachers can decide for themselves
whether or not they want to work at this school. Besides this monetary bonus there are also other
perks when working in these schools. This approach has significant improvements on the students
achievements in the needy schools (Holland, 2005). Therefore the effects of this program are
positive.
Conclusion
In this paragraph fifteen pay programs have been elaborated. These are programs that have been
implemented in the last twenty years, in different countries all over the world, namely Bolivia, Chile,
England, India, Israel, Kenya, Mexico, Nicaragua and the United States. For all these programs a
number of characteristics have been described. Most of them have increasing teacher quality and/or
students achievements as main goal. One of them has increasing number of enrollments as main
goal. Most of the programs measure the effects of performance pay by the test scores of the
students some let teachers take tests. Most programs give incentives monthly or annually after
evaluation, but one provides a pay scale. Some of the programs give group incentives, but a majority
of the programs give individual incentives. The majority of the programs have a positive effect on
teacher quality and/or student performance.

In section 4.2 the different characteristics of the fifteen performance pay programs will be placed
next to each other and compared. Also for the fifteen pay programs it is stated they have a positive,
little or no effect on teacher quality/student performance. After the comparison of the performance
pay programs conclusions can be drawn on the steps missing, to be able to conclude which
characteristics lead to a positive result of the performance pay program. These missing steps can
improve the performance pay programs and the research that examines the results of performance
pay programs, so in the future the results of different programs will become comparable.
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4.2 Comparison of the different pay programs
In this section the different characteristics of the fifteen performance pay programs, which have
been describes in section 4.1, will be compared. First an overview is given on the selected
characteristics and a reasoning why these characteristics have been chose. After that the programs
and their characteristics have been placed next to each other in a table, so comparison becomes
easier. And in the last part of this section, the characteristics we be discussed one by one and
conclusions will be drawn on the changes that need to be made in order for the programs to become
comparable, and possibly on the effects the characteristics have on the results.
In table 1, which is illustrated on the following page, the characteristics of the fifteen pay programs,
provided in section 4.1 have been put next to each other. Every program has got a colour; green,
yellow or red. The programs with a green colour have had positive effects on teacher quality and/or
students achievements, the programs with a yellow colour have had little positive effects on teacher
quality and/or students achievements and the programs with a red colour did not have an effect on
teacher quality and/or students achievements.
For all the programs their characteristics have been put next to each other in the table. It is chosen to
use the following characteristics:
 size
 duration
 incidental/structural
 obligatory/voluntary
 group/individual
 measure of success
 pay method
 purpose of performance pay
 entire school involved
 special reason for success/failure
These characteristics might have an influence on the effect the performance pay program has on
teacher quality and students achievements. And these characteristics are the only nine
characteristics that are being described in all the articles in case of the fifteen programs that have
been described in section 4.1. This implies that these characteristics are important in performance
pay, otherwise they would not have been provided in each of the articles.

Duration of the
program (in
years)

Incidental or
structural

Obligated/
voluntarily

group/
individual

Pay method

entire school
involved?

Entire
country

3

S

O

A

Teachers of rural
area are compared
with teachers in the
urban area.

T

Base salary +
senority based pay
increases based on
experience e and a
exam for the
teachers

No

The National System of
School Performance
Assessment

90% of
the
students
enrolled
in Chile
A sample
of 1000
schools

15

I

O

G

Results of the
SIMCE, the best
schools get a
incentive.

T

Rank-order
tournament
(competitive system)

Yes

Rural and urban area
teachers were
compared. A lot of
differences between
these two groups that
can cause different
student performance.
No

6

S

O

A

T

After threshold has
been reached; upper
pay scale

No

No

Primary
school
students
(25,000) ,
teachers
(1000)
62
secondary
schools

5

S

O

B

Difference in test
scores before and
after
implementation
Results students
before and after
implementation

P

Teachers received a
bonus when the
targeted
performance was
reached

Yes

No

10

S

O

B

difference in the
results of the
students in the final
year of high school

P

Rank order
tournament

Yes

No

PRP scheme

Performance Pay in
India

Monetary incentives

special reason
success/failure

Size

Seniority-based pay
increases

Measure of
success

Name program

purpose of the
performance pay

Table 1: Characteristics of the pay programs

Performance Pay in
Kenya

50 schools

3

I

O

A

Carrera Magisterial

Entire
country

12

I

V

A

Decentralization of
education

Entire
country

12

I

O

ProComp

pilot at 16
schools

4

I

GEEG

1300
schools

3

MAP

all schools
in florida

TAP

125
schools in
9 states
and 50
districts

and dropout rate
before and after
implementation
Student results
before and after
implementation

P

Bonuses based on
top scoring and most
improved schools

No

Teachers had to
take a test, when
they made it well
they were
promoted

P

Pay scale,
performing well
means a higher
wage for the rest of
your carreer

No

A

Number of students
registered

P

No

O

A

Compare the results
of before and
during the pilot

P

S

O

G

Rated as high
performance
campuses

T

1

S

O

B

P

6

S

O

A

measured in three
different ways.
With value tables,
average gain scores
and the random
effects model.
Comparing the
students marks of
the TAP schools
with control
schools.

Payment based on
number of student
and teaching quality
(height depended on
the schools
resources)
If students
achievements grew
the teacher received
a bonus
Awards given to
schools rated as high
performance
campuses
The best teachers or
teaching teams
receive a bonus

Teachers are judged
based on a value
added model

34

T

As soon as the bonus
was no longer given
the results
immediately
decreased.
Once promoted to a
certain level, this
cannot be taken back.
So they do no longer
have to make the
effort if they reached
the highest level.
Focus on more
enrolment of
students.

No

No

Yes

No

No

Different measures of
evaluation led to
doubt about the
outcomes.

Yes

No

Minnesota’s Q-Comp

22
districts

3

S

O

A

POINT

34 schools

3

I

V

A

Merit pay in
Chattanooga,
Tennessee

1 city

2

S

V

A

Treatment and
control groups
TCAP results
compared
Students results,
before and after
new teacher comes

Legend:
Red = The program has had no effect on student performance and/or teaching quality
Green = The program has had an positive effect on student performance and/or teaching quality
Yellow = The program has had little effect on student performance and/or teaching quality
I = Incidental, the pay program has been used once.
S = Structural, the pay program pays out incentives every year
O = Obligated, teachers cannot choose whether or not they would like to participate in the pay program
V = Voluntary, teachers can choose whether or not they would like to participate in the pay program
A = The teachers receives an incentive if he or she performs well
G = Group incentives, all the teachers in one school receive the incentive if the school performs well
B = Both individual and group incentives
P = The reason for performance pay is to increase students achievements
T = The reason for performance pay is to increase teacher quality

35

T

Compensation
according to a
state approved
measure of
student
achievements

Yes

No

P

Bonuses based on
their students testscore gains

No

No

P

When student
achievements
increased, teachers
received a bonus of
5000 US dollars

No

No

Size
The size of the program, varies from schools in just one city to all schools in the entire country. The
size might influence the impact of the success. Monitoring schools in one city is done quicker than all
schools in an entire country. And also less monetary resources have to be available to monitor and
reward teachers in one city than in an entire country. When looking at the results from the programs
with the negative outcomes, from the four programs, three are implemented in the entire country or
state and one program is implemented in 34 schools. From the programs with very little effect one
has been implemented in the entire country the other one in 50 schools. The programs with positive
outcomes have a smaller size, which varies from 16 schools to 90% of the country. This implies that
smaller performance pay programs will have a larger chance of success. However, if the government
wants the teacher quality and students achievements to increase, it would be best to implement one
performance pay program in the entire country. Since it is not wanted that only a few schools in the
country increase teacher quality and students achievements, but all schools. A government could
also choose to implement different pay programs in every district. But the risk arises that when
different pay programs are implemented this can be seen as unequal treatment and it can also be
confusing and different programs can be easily mixed up by the government.
Duration
The duration of the program varies from one to fifteen years. Holland (2005) states that “it has never
worked over long periods of time” (Holland, 2005, p.5). Therefore it is good to look at the duration of
the evaluation, during which period of time the evaluation has been done. If the duration of the
evaluation is not mentioned in the article, the difference between year of implementation and year
of publication of the article have been used. When looking at the results from the programs with a
negative outcome the duration was either one, three or twelve years. From the programs with little
outcomes the duration was either three or twelve years. From the programs with positive outcomes
the duration was two, three, four, five, six, ten or fifteen years. This means that the statement of
Holland cannot be confirmed based on these data. There is a lot of variation in the duration of the
programs, also within one type of outcomes. Therefore it is difficult to compare the different
programs. Only if the difference in duration in the three categories (green, yellow or red) is different
it will be possible to draw conclusions on the effect of the duration of the evaluation. Therefore it can
now only be concluded the duration of the program is not a characteristic that has an effect on the
outcomes of the performance pay program.
Incidental or structural
Incidental performance pay means that the incentive is only paid once, structural performance pay
means that the incentive is paid every year. Incidental or structural performance pay could have an
influence on the effects of performance pay. It is possible that when a teacher knows he or she can
only earn the incentive this year, he or she might be more motivated than when he or she knows the
incentive can be earned every year. And when a teacher is aware of the fact that the performance
pay is an experiment, which, when successful might be implemented structural, this might be an
extra motivation for the teacher to try to increase teaching quality to make sure the experiment
becomes successful. When looking at the results from the programs that have negative outcomes,
two programs are structural and two are incidental. The two programs that have little effect on the
outcomes are both incidental and from the programs with positive outcomes seven are structural
and two are incidental. The differences are not clear enough to draw conclusions from this. It could

be the case the different characteristics can be linked to each other, there might be a connection
between the different characteristics. Therefore they are being compared here. From the six
programs that are incidental five out of six give individual incentives and the same five programs
have increasing student achievements as reason for performance pay and with these programs not
the entire school is involved. The sixth program is a group incentive with increasing teacher quality as
reason for performance and there the entire school is involved in the performance pay program. For
the programs that provide a structural performance pay there is only one similarity which is that all
the programs that have both individual and group incentives all have increasing students
achievements as reason for performance pay. The conclusion that can be drawn from this is that
incidental performance pay programs most of the time give individual incentives and then not the
entire school gets involved when implementing changes. However it is not clear if this characteristic
has an influence on the outcome of the performance pay program.
Obligatory or voluntarily
Some programs let teachers voluntarily chose to join the performance pay program, other programs
did not let teachers chose, teachers where obliged to join the program. A teacher that chooses to be
monitored and evaluated might be more in favour of a pay program than a teacher that is forced to
join the program and might therefore be more motivated to do his or her best to improve teaching
quality then a teacher who is obliged to join. Therefore this might be a characteristic that has an
influence on the outcomes of the program. There are only three programs which are voluntary for
the teachers, one of them has positive outcomes and two of them have negative outcomes. Two of
the three performance pay programs that are voluntary have individual incentives, increasing
students achievements as reason for performance pay and not the entire school is involved in the
implementation of the performance pay. With the programs which are obligatory for teachers to join
all characteristics vary. Therefore there cannot be drawn any conclusions from this characteristic at
this point.
Group or individual
Some programs give incentives to individual teachers, some give incentives to all teachers in one
school and some programs give incentives to both individual teachers and entire schools. An
individual teacher might have a different influence on the students achievements when he or she is
the only one who puts in the extra effort. When all the teachers in the school are more motivated,
that might have a different effect on teachers and students. When looking at the results from the
programs that have negative outcomes, three programs gave individual incentives and one gave both
individual as a group incentives. From the programs that have little effect on the outcomes two of
them gave individual incentives and from the programs with positive outcomes five gave individual
incentives, two gave group incentives and two gave both group and individual incentives. The three
performance pay programs that have both individual and group incentives are all structural,
obligatory and have increasing students achievements as reason for performance pay. Both the
group incentives are programs in which it is obligatory for teachers to participate. And both have
increasing teacher quality as reason for performance pay. With the individual incentives these
characteristics vary.
Measure of success
The measure of success, might have an influence on the results. When the results of all the different
pay programs would have been measured in the same way it would be easier to compare the results.
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When every program uses a different way to measure the success, the results become more difficult
to compare. Also a certain way of measuring might be a reason why the program has positive or
negative effects, which when measured in another way, might not give the same result. The measure
of success for the programs with negative outcomes are measured in three different ways; teachers
have to take a test, student achievement of rural area is compared to student achievement of urban
area or the participating students are compared to a control group.
The measures of success for the programs that have little effect on the outcomes are students results
before and after implementation or the number of students registered. The measure of success for
the programs with positive outcomes are almost all the students results, compared from before and
after implementation of the program. This suggests that the best option to the measure the success
of the program is to compare students results before and after implementation of the performance
pay program.
Purpose of the performance pay
When the initial purpose of the performance pay is different, a different outcome is a logical result.
Because when the purpose is different, the focus of the program will be different. The purpose of
performance pay is in all the examples, shortly said either to increase students achievements or to
increase teacher quality. When looking at the results from the programs that have negative
outcomes three programs are based on student achievement and one is focused on teacher quality.
The programs that have little effect on the outcomes are both focused on student achievements and
from the programs with positive outcomes four are based on student achievements and five are
based on teacher quality. These differences are not large enough to make conclusions that the one
focus will lead to better results than the other focus. From the programs with increasing teacher
quality as reason for performance pay five out of six are structural and the same five programs have
a small size. And these programs all are obligatory for teachers to participate. With increasing
student achievements as reason for performance pay these characteristics vary.
Pay method
The pay method gives an indication of when and how a teacher can receive performance pay. In case
of the programs with no positive effects the pay method was either, senority based pay, a pay scale
or the best teaching team received a bonus. In case of the programs with little effect the pay method
were bonuses based on top scoring and most improved schools or payment based on the number of
students and the teaching quality. For the programs with positive effects two had a rank-order
tournament, one an upper pay scale, in one program teachers received a bonus when the target was
reached, one program rated schools as high performance campuses, two based pay on growing
student achievements and one had a state approved measure of student achievements. Out of the
previous can be concluded that the pay method can be done in various ways and there is no relation
found with the outcomes of the performance pay programs.
Entire school involved
When the entire school is involved there might have been changes made that have a positive effect
on the learning conditions. When looking at the results from the programs that have negative
outcomes all four programs do not involve the entire school. The programs that have little effect on
the outcomes both do not involve the entire school and from the programs with positive outcomes
three do not and six do involve the entire school. This implies that it is best to involve the entire
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school when implementing a performance pay program. Then there is a bigger change the program
will have a positive effect. From the programs where entire schools are involved none of them have a
special reason for success or failure, all of them are obligatory and five out of six are structural. From
the programs in which not the entire school is involved, only one gives both individual and group
incentives, the rest gives individual incentives. Two of these programs have increasing teacher quality
as reason for performance pay; the other seven have increasing students achievements as reason for
performance pay. Also the fact that all the programs in which the entire school is involved do not
have a special reason for success or failure implies that it is good to involve the entire school.
Special reason for success/failure
There might be a special reason, something that has happened or has been done that led to the
success or failure of the program, which has not got anything to do with the above mentioned
characteristics. Three from the four programs with negative outcomes and both the programs with
little effect have a special reason for, in this case, failure. They measure in different ways, stopped
rewarding, had a pay scale, focused more on increasing enrolments than increasing student results or
compared the wrong things with each other to find the effect. Therefore it is possible to conclude
that it is important to focus on increasing teacher quality or student achievements, measure the
effects in the right way and reward teachers really based on their achievements, at that moment. A
pay scale which promotes people and does not take back these promotions when performing badly
do not work. Because the pay scale does not give a constant stimulation to the teachers to keep
performing well, it is a system that does not work. Teachers need this constant stimulation, as a
reason to keep on doing their best.
The different reasons for failure, stated before make it difficult to draw conclusions on the success of
the pay program. Because now it seems that not the pay program itself, but the way the results are
measured is the reason for success or failure. This means that the measure of the effect is a very
important. In future research the effects of the different pay programs should be measured in the
same way. Also the goal of the different pay programs should be the same, in order to be able to
measure the effects.
Conclusion
To be able to compare the results, which will give conclusions on the characteristics that positively or
negatively affect the teacher and students results, the data have to be comparable. The easiest way
to find out if one characteristic has an influence on the effect, is when all the other characteristics are
the same. But since there are a lot of different characteristics that can have an influence, this is a
situation that is not likely to occur. The first step in making the data comparable is to measure the
effects of the performance pay programs in the same way, for example that in all cases the students
results before and after implementation of the pay program are being compared. There also should
not be any special reasons for success or failure in the last column of the table. These reasons clearly
display why the performance pay program was not successful. When the goal of the government is to
increase teacher quality and students achievements in the entire country it is probably best to have
one performance pay system for the entire country. It is also wise to involve the entire school in the
performance pay program and the changes that are made because of it.
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Shortly said, the conclusion of this section is the size of the program should be nationwide, duration
has no effect on the outcomes, for the characteristics incidental/structural, obligatory/voluntarily,
the pay method and group/individual the effect on the program is not known, the measure of
success should be the same for all program that are being compared, also the purpose of the
program should be the same for all programs, the entire school should be involved in the
improvements made and there should not be a special reason why the program failed.
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4.3 Link between effects and characteristics
The characteristics of the performance pay program have an effect on the outcomes of the
performance pay. Therefore it is good to know which characteristic influences which effect. In this
section the characteristics, provided in section 4.2 are being linked to the positive and negative
effects, provided in section 2.
When looking at the size of the program, this influences the costs of the program. The larger a
program is, the higher the costs. In case of the duration of the program, the longer a program takes
place, the higher the costs, since most bonuses are paid once a year. The same can be said about the
characteristic incidental/structural, paying incentives one time of a few years is much cheaper than
paying them annually. The characteristic obligatory/voluntary will influence the attitude of the
teacher towards performance pay, and related to this is teacher motivation, job satisfaction and
organizational commitment. The characteristic group/individual can be related to the competition
between teachers. Individual performance pay can increase competition, but this competition can be
solved by giving group incentives instead of individual incentives. The measure of success can
influence the way teachers adapt their teaching. If success is measured in a certain way, neglecting
parts of the job and teaching to the test can be demised. The measure of success is also related to
measure of production. Here the question ‘how do you measure performance’ should be asked. The
purpose of performance pay can also influence the demise of teaching to the test and neglecting
parts of the job, if you set a different, or preferably, a wider purpose, this can be demised. Involving
the entire school when you make changes, can increase; teaching quality, teacher motivation, job
satisfaction and organisational commitment. It might also bring extra costs. Special reasons for
success or failure are pay scales, who do not continuously give an incentive. And the characteristic
pay method can be linked to a higher teacher quality; this is reached when the right pay method is
being used. The pay method can also be linked to the costs. If the right pay method is chosen, costs
will be lower than when implementing alternatives. Further the pay method has an influence on
competition between teachers, increased differences, unfair competition and teacher attitude and
the pay scale is a pay method. There are three effects that cannot be linked to the characteristics
these are: extra training needed, solution for shortage on high quality teachers and interference with
intrinsic motivation. The extra training has an effect on the costs, and when performed on the
teaching quality. The shortage is what is being solved by implementing performance pay and the
interference with intrinsic motivation is related to teacher motivation.

Table 2: Link between effects and characteristics

Characteristic
size
duration
incidental/structural
obligatory/voluntary

Positive effect

Negative effects

Change

Less costs than
alternatives
Less costs than
alternatives
Less costs than
alternatives
- Higher teacher
motivation
- Job satisfaction
- Organisational
commitment

High costs

Implement nationwide

High costs

Further research needed
to find the effect
Further research needed
to find the effect
Further research needed
to find the effect

High costs
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- competition between
teachers
- Measure of production
- Neglect parts of the job
- Teaching to the test
Neglect parts of the job
Teaching to the test

group/individual
measure of success
purpose of
performance pay
entire school involved

- Higher teaching quality
- Higher teacher
motivation
- Job satisfaction
- Organisational
commitment

Pay method

- Higher teaching quality
- Less costs than
alternatives

Should be the same for
all programs
Involve entire school in
the improvements made

Pay scale gives no
continuous incentive

special reason for
success/failure

Further research needed
to find the effect
Should be the same for
all programs

- Pay scale gives no
continuous incentive
- Competition between
teachers
- Increased differences
- Unfair competition
- Teacher attitude
- High costs

There should not be a
special reason for
success or failure
Further research needed
to find the effect

The link between the effects and the characteristics shows that, when the characteristics of the pay
programs are being adapted and/or improved, this will have an influence on the positive and
negative effects of performance pay. So, by making the changes, provided in the last column of table
2, it is assumed the positive effects will increase and the negative effects will decrease.
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5. Discussion
Reliability of literature
Among others, the article of Atkinson (2010) was used to define the relation between teacher and
student motivation. The research done for this article was very small, with just a few teachers and
students involved. This means that this study is not representative for the entire population. It is
possible that other studies will show different results, therefore these results are not very reliable.
Since there are also three other articles that confirm the link between the performance of the
teacher and student outcomes, the conclusion can be drawn that there is a link.
It is stated in the introduction that the reason for group incentives is that education involves
teamwork and the efforts and attitudes of fellow teachers. There are other influences to the results
of the teacher than just the teaching that he or she does him or herself. That is why it is difficult to
measure the results one individual teacher accomplishes. It is confirmed in other literature that it is
difficult to measure the results of individual teachers. Therefore it is good to take into account that
the effects that are measured, might not give the full illustration of the changes that have happened
in the teaching quality in the classroom. This since most research done on teacher efficiency uses
students test scores to determine the efficiency of the teacher. It does not give a complete view on
teachers efficiency. This method is often chosen because it is the easiest way to measure and
compare student learning.
It is also stated in the introduction that in education, group incentives are given more often than
individual incentives. But when looking at the examples given in paragraph 4.1 there are ten
examples of individual incentives, three examples of both individual and group incentives and only
two examples of group incentives. This means that the statement in the introduction is not
confirmed by this research. Out of the research did come the conclusion that involving the entire
schools has a positive effect on the increase of teacher quality and students achievements, which
implies that group incentives would be more successful than individual incentives. However the
result of performance pay in India showed that the group incentive program gave better results than
the control group, but these differences where small and not significant, those of the individual
incentive were larger and significant (Muralidharan, 2012). Here the individual incentive was more
successful than the group incentive.
Arguments contradicting the reaction chain
Bright (2011) states that it is difficult to change the quality of the teacher. This because older
teachers resist to change, young teachers, are inexperienced and improvements are undermined by
both young and older teachers (Bright, 2011). This can be a reason why performance pay will not
increase teacher performance, since it is possible the teacher is unwilling to change his or her
teaching methods.
When students get taught by an unmotivated teacher, the students often admit that they only work
for a course because it is for examination. When students get taught by an motivated teacher they
are less likely to only work for examination. This research also gave the result that students from
unmotivated teachers achieved a higher mean test score. (Atkinson, 2010). This results in higher test
scores, in case of an unmotivated teacher, which means that in this case the motivation of the
teacher was not the reason for students success. This confirms the statement that the teacher is not
the only influence affecting student achievements, as already stated in the introduction.
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Not included factors
In this research it is chosen to take into account eight characteristics, since these characteristics were
mentioned in the description of all the fifteen programs. This means that there have also been
examples left out in this research of performance pay program, of which not all of these eight
characteristics were given and there are also other characteristics that could be taken into account in
evaluating the effects of performance pay.
As already stated in the introduction, also other factors can have an influence on students
achievements. In figure 4 it is shown these factors also have an influence on the process of the
reaction chain. For example, the amount of preparation time a student puts in, before a test, has an
influence on the students test scores. Therefore the teaching quality is not the only factor that has an
influence on students achievements. This is something that should be taken into account. However,
there has been found plenty of evidence, for the effect the teacher does have. To conclude: teachers
have a lot of influence on student achievements, but they are not the only influence.

Classroom
average

Monetary
reward

preparation
time

resources
available

Increased
teacher
motivation

Increased
teacher
quality

Increased
student
results

Figure 4: Effects on students achievements

Rewarding can take place in form of salary differences and other monetary benefits. But also in many
other forms like adequate school infrastructure and educational materials, internal motivation to
improve children’s lives, the opportunity to grow professionally, pensions and other non salary
benefits and job stability (Vegas, 2005). In the figure below all the types of teacher incentives
according to Vegas are shown. All these rewards can have an influence on teacher quality and
therefore on students results and could and should be taken into account in further research.
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Figure 5: Types of teacher incentives (Vegas, 2005, p. 5)

Another issue in performance pay is the measure of success. The question in this case is, can you
evaluate teacher performance with students test results? Since it is difficult to measure performance
in schools, this is done by means of tests. But not everything students learn can be measured with a
test.
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6. Conclusion
In literature a number of positive effects of performance pay have been found; performance pay has
a positive effect on teacher effort, motivation and quality, student achievements, efficiency,
retaining teachers, workplace conditions and job satisfaction and performance pay leads to it that:
teaching become a more interesting profession for students, more (high) qualified teachers, teacher
shortage is solved, employees feel treated fairly and teachers put in more effort in their job, raising
overall teacher pay is expensive and ineffective and it is assumed that performance pay is earned
back by working more efficient. Also quite some negative effects have been found in the literature
and these effects should be taken into account. These are: neglecting parts of the job and teaching to
the test, competition between teachers, increased differences between teachers, unfair competition,
teacher attitude towards performance pay, high amount of costs, pay scales give no continuous
incentive and rewards interfere with intrinsic motivation. For most of the negative effects solutions
can be found to diminish the negative effects.
For the case study fifteen pay programs have been selected. These are programs that have been
implemented in the last twenty years, in different countries all over the world, namely Bolivia, Chile,
England, India, Israel, Kenya, Mexico, Nicaragua and the United States. For all these programs a
number of characteristics have been described. Most of them have increasing teacher quality and/or
students achievements as main goal. One of them has increasing number of enrollments as main
goal. Most of the programs measure the effects of performance pay by the test scores of the
students some let teachers take tests. Most programs give incentives monthly or annually after
evaluation, but one provides a pay scale. Some of the programs give group incentives, but a majority
of the programs give individual incentives. The majority of the programs have a positive effect on
teacher quality and/or student performance.
After comparing the different characteristics of the performance pay programs it can be concluded
that the size of the program should be nationwide, duration has no effect on the outcomes, for the
characteristics incidental/structural, obligatory/voluntarily, pay method and group/individual the
effect on the program is not known. The measure of success should be the same for all program that
are being compared, preferably the student achievements before and after implementation, also the
purpose of the program should be the same for all programs, the entire school should be involved in
the improvements made and there should not be a special reason why the program failed.
The changes that have to be made in the performance pay programs and its research on the effects
are: the size (they should all be nationwide), the measure of success (should be the same for all the
programs that are being compared), the purpose of the program (should also be the same for all
programs that are being compared) and the entire school should be involved when implementing
improvements. If these changes are made the outcomes of the performance pay program will
become more comparable and conclusions can be made on the effects the different characteristics
have on the performance pay programs. With these changes the positive and negative effects of
performance pay will also change.
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Performance pay programs

Negative
effects

Positive effects

Pay scale gives no
continuous
incentive

Higher teaching
quality

Competition
between
teachers

Higher teacher
motivation

Increased
differences

Job satisfaction

Unfair
competition
Teacher attitude
Extra training
needed

Organisational
commitment

Implementation of the
performance pay programs
Goal: Increase teacher quality
(and students achievements)

Characteristic

Change

Size

Implement nation-wide

Duration

Further research needed to
find effect

Less costs than
alternatives

Incidental/
structural

Further research needed to
find effect

Solution for
shortage high
quality teachers

Obligatory/
voluntary

Further research needed to
find effect

High costs
Interference with
intrinsic
motivation
Measure of
production
Neglect parts of
the job

Postive
effects
increase

Teaching to the
test

Group/
individual

Further research needed to
find effect

Measure of
success

Should be the same for all
programs

Purpose of
performance pay

Should be the same for all
programs

Entire school
involved

Involve entire school in the
improvements made

Special reason for
success/ failure

There should not be a special
reason for success or failure

Negative
effects
decrease
Improvements for the performance
pay programs (and ultimately the
characteristics that give an optimal
result)

Figure 6: Overview of the overall conclusion
of the research

In figure 6 the impact of the conclusion is made clear. When improvements are made on the
performance pay programs, this will lead to an increase of the positive effects and a decrease of the
negative effects. If the desired situation is reached, the programs will have the characteristics, of
which research concluded give the highest change for positive results on performance pay, a
program with these characteristics will in the end intensify the positive effects of performance pay.
With the recommendations given in chapter 7 further research can be improved, so it will become
possible to better compare the different programs and to draw conclusions on the effects of the
different characteristics. Secondly also a few recommendations are given already on how to improve
the performance pay programs, so that they will intensify the positive effects.

7. Recommendations
For further research
In this research fifteen different performance pay programs have been compared. The fifteen
programs vary a lot, in the nine characteristics that are being discussed in this research. First of all
the results of the programs were measured in different ways, which leads to incomparable results.
Therefore it is good to use one way of measuring the effect. This research is shows that comparing
students results before and after implementation of the performance pay program is a frequently
used measure of the effects, in case of the programs with an positive effect, and is therefore
recommended. The same goes for the purpose of performance pay, only if the purpose of the
program is the same in all programs, the results are comparable.
In this research in can also be concluded that size of the program has an effect on the results.
Therefore it is recommended to use only programs which have been implemented in the entire
country in further research, since this is the program policy makers strive for. And in this way,
programs become comparable.
For a number of characteristics the conclusion was that further research is needed to find out if they
have an effect on the outcome of the programs. Therefore, when aligning the above mentioned
characteristics, further research can be done to find out if the characteristics incidental/structural,
obligatory/voluntarily, pay method and group/individual have an effect on the results of the pay
programs.
In this research the focus was on monetary rewards and the characteristics of the pay programs.
There are numerous other ways to look at performance pay, rewarding and increasing student
achievements that have not been taken into account in this research. For example, there are a lot of
other types of rewards that can have a positive influence on teacher motivation and therefore
teacher quality and students results, which are illustrated in figure 5. Further research could be done
on the effects of other rewards, for example professional growth, job stability and pensions.
Another example are the costs of performance pay programs. The costs are briefly mentioned in
section 2, but a good question to answer could be ‘Do the costs of performance pay weight up to the
results?’ It is a given fact that performance pay costs money and it would be good to find out if the
benefits from rewarding, the increased teacher quality and students results, are worth the money.
And also if there are other options, which have the same or even better results, that cost less money.
For implementation of performance pay programs
First of all it can be concluded out of this research that pay scales will not continuously stimulate
teachers to improve their teaching skills. Therefore it is recommended not to use pay scales, if the
goal of your program is to continuously stimulate teachers to keep improving their teaching skills.
It is recommended to involve the entire school when changes are made, because of performance
pay. In this research it has become clear that school that do this, have a positive results. And
therefore it is recommended that all schools do this.
Also this research shows the starting teaching quality differs between teachers. This is something
that should be taken into account when defining the pay method and when evaluating the
performance of the teachers and determining their reward. This to prevent that teachers feel like
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they are being treated unfair and to prevent that teachers get a negative attitude towards
performance pay. Another factor that has to be taken into account, when defining the pay method, is
the difference in student levels. Some students learn more easily than others. It is good to stimulate
teachers to improve the quality of the lower performing students and not just the students, which
performance can be easily improved, to prevent that teacher refuse to teach students which seem to
have fewer capabilities to increase their performance.
When policy makers set up a performance pay programs for their own country, they will probably
look at performance pay programs which have been implemented in other countries. When they do
this they should take into account political, cultural and social differences between countries. There
are differences between pay programs, because of these political, cultural and social differences.
These differences can have an influence on teaching and learning conditions.

50

8. References
Ames, C. and Ames, R. (1984) Systems of student and teacher motivation: Qualitative Toward a
Definition, Journal of Educational Psychology, vol 76, No. 4, 536-556.
Ashiedu, J.A. and Scott-Ladd, Brenda D. (2012) "
Understanding Teacher Attraction and Retention Drivers: Addressing Teacher Shortages, Australian
Journal of Teacher Education: Vol. 37: Iss. 11, Article 2. http://ro.ecu.edu.au/ajte/vol37/iss11/2
Atkinson, E.S.,(2010) An Investigation into the Relationship Between Teacher Motivation and Pupil
Motivation, Educational Psychology: An International Journal of Experimental Educational
Psychology, 20:1, 45-57
Atkinson, A., Burgess, S., Croxson, B., Gregg, P., Propper, C., Slater H. and Wilson, D. (2004)
Evaluating the Impact of Performance related Pay for Teachers in England,
http://www.sciencedirect.com/science/article/pii/S0927537108001218, consulted on 18-6-2012
Azordegan, J., Byrnett, P., Campbell, K., Greenman J. and Coulter, T. (2005) Diversifying Teacher
Compensation, http://www.policyarchive.org/handle/10207/bitstreams/96349.pdf, consulted on 73-2013
Bright, N.H., (2011) Five Habits of Highly Effective Teachers, A role for administrators: Articulating
the mind-set and practices of instructional performers, School Administrator, 2011, Vol.68(9), p.3335
Brodsky, A., DeCesare, D., Kramer-Wine, J. (2010) Design and Implementation Considerations for
Alternative Teacher Compensation Programs, Theory Into Practice Volume 49, Issue 3, 2010
Buddin, R., McCaffrey, D.F., Kirby, S.N., Xia, N. (2007) Merit Pay for Florida Teachers: Design and
Implementation Issues, Rand education, Working paper series (RAND Education), 508
Chamberlin, R., Wragg, T., Haynes, G. and Wragg, C. (2002) Performance-related pay and the
teacher profession: a review of the literature, Research papers in education, volume 17, issue 1
(2002) 31-49
Chughtai, A.A. and Zafar, S. (2006) Antecedents and Consequences of Organizational Commitment
Among Pakistani University Teachers, Lahore School of Economics, Applied H.R.M. Research, 2006,
Volume 11, Number 1, pages 39-64
Ebskamp, J.D.H. (2011) Motivatie en werktevredenheid van docenten in het Nederlands voortgezet
onderwijs, http://igitur-archive.library.uu.nl/student-theses/2011-0725201551/Bachelor%20Onderzoek%20Jori%20Ebskamp %5B1%5D.pdf, consulted on 4-7-2012
Evers, A.T., Kreijns, K., Van der Heijden, B. I. J. M., and Gerrichhauzen, J.T. G. (2011) An
Organizational and Task Perspective Model Aimed at Enhancing Teachers’ Professional
Development and Occupational Expertise, http://hrd.sagepub.com/content/10/2/151.short,
consulted on 3-7-2012
Fombrun, C.J., Tichy, N.M. and Devanna, M.A. (1984) Strategic human resource management,
Canada: John Wiley and sons. Inc
51

Forest, V. (2008) Performance-related pay and work motivation: theoretical and empirical
perspectives for the French civil service. International Review of Administative Sciences 2008 74:
325 DOI: 10.1177/0020852308089907, http://ras.sagepub.com/content/74/2/325
Glewwe, P., Ilias, N. and Kremer, M. (2003) Teacher incentives,
http://www.nber.org/papers/w9671, consulted on 20-2-2013
Holland, R. (2005) Merit Pay for Teachers: Can Common Sense Come to Public Education?,
Lexington institute,
http://news.heartland.org/sites/all/modules/custom/heartland_migration/files/pdfs/21497.pdf,
consulted on 26-2-2013
Huseman, R.C., Hatfield, J.D. and Miles, E.W. (1987) A new perspective on equity theory:
The equity sensitivity construct, Academy of Management Review, 1987 Vol. 12, No. 2, Apr., 1987
Ingvarson, L., Kleinhenz, E., Wilkinson, J. (2007) Research on performance pay for teachers,
http://research.acer.edu.au/workforce/1 consulted on 19-2-2013
Irs, R., Türk, K. (2012) Implementation of the performance-related pay in the general educational
schools of Estonia, Perspectives and possibilities, www.emeraldinsight.com/0142-5455.htm
consulted on 4-3-2013
Jepsen, C. (2004) Teacher characteristics and student achievement: evidence from teacher surveys,
Journal of Urban Economics 57 (2005) 302–319
Judge, T.A., Piccolo, R.F., Podsakoff, N.P., Shaw, J.C., Rich, B.L. (2010) The relationship between pay
and job satisfaction: A meta-analysis of the literature, Journal of Vocational Behavior, volume 77
(2010) 157–167
Kingdon, G.G. (2003) Does performance related pay for teachers improve student performance?
Some evidence from India, Economics of Education Review, Volume 26, Issue 4, (August 2007) 473–
486
Langedijk, M.C. (2001) Flexibel belonen, de keuze voor arbeidsvoorwaarden op maat, Assen:
Koninklijke Van Gorcum BV
Lavy, V. (2002) Evaluating the Effect of Teachers’ Group Performance Incentives on Pupil
Achievement, Journal of Political Economy, Volume 110, No. 6 (December 2002), 1286-1317
Lavy V. (2004) Performance pay and teachers’ effort, productivity and grading ethics, NBER Working
Paper No. 10622
Lazear, E.P. (2003) Teacher incentives, Swedish economic policy review, volume 10 (2003) 179-214
McElroy, J.C. (2001) Managing workplace commitment by putting people first, Human Resource
Management Review, volume 11 (2001) 327-335
McEwan, P.J. and Santibanez, L. (2005) Teacher and Principal Incentives in Mexico, 2005, Incentives
to Improve Teaching: Lessons from Latin America, Washington DC, The World Bank, Chapter 7
Mensink, J.C.M. (1991) Dynamiek in Human Resource Management, talenten benutten als beleid,
52

Chapter 2, Utrecht: Lemma
Mossholder, K.W., Richardson, H.A., Setton, R.P. (2011) Human resource systems and helping
organisations: a relational perspective, Academy of Management Review, 2011, Vol.36(1), pp.33-52
Muralidharan, K. (2012) Long-Term Effects of Teacher Performance Pay: Experimental Evidence
from India, UC San Diego,
http://businessinnovation.berkeley.edu/williamsonseminar/karthik041212.pdf, consulted on 2-72012
Onderwijsraad (2011) Partners in onderwijsopbrengst, Naar een sterkere opbrengstgerichtheid in
het primair en voortgezet onderwijs, Den Haag: Onderwijsraad
Parker, C.E. (2005) Teacher Incentives and Student Achievement in Nicaraguan Autonomous
Schools, Incentives to Improve Teaching: Lessons from Latin America, 2005, Washington DC, The
World Bank, Chapter 5
Podgursky, M.J. and Springer, M.G. (2006) Teacher Performance Pay: A review, Journal of Policy
Analysis and Management, Vol. 26, No. 4, 909–949 (2007)
Rau, T.B. and Contreras, D.G. (2011) Tournaments Incentives for Teachers: The Case of Chile,
University of Chile, Department of Economics, 42,
http://www.economia.puc.cl/economia_puc/images/stories/papertrau.pdf, consulted on 11-7-2012
Richwine, J. (2012) A Better Way to Pay: Five Rules for Reforming Teacher Compensation, p. 2,
backgrounder, No. 2681, April 23, 2012
Schacter, J., Thum, Y.M. (2005) TAPping into High Quality Teachers: Preliminary results from the
Teacher Advancement Program comprehensive school reform, School Effectiveness and School
Improvement: An International Journal of Research, Policy and Practice,16:3, 327-353
Skinner, (1993) Motivation in the classroom: Reciprocal effects of teacher behavior and student
engagement across the school year, Journal of Educational Psychology, Vol 85(4), Dec, 1993. pp.
571-581
Springer, M.G., Lewis, J.L., Podgursky, M.J., Ehlert, M.W., Taylor, L.L., Lopez, O.S., Peng, A.X., (2009)
Governor’s Educator Excellence Grant (GEEG) Program: Year Three Evaluation Report, National
Center on Performance Incentives, https://my.vanderbilt.edu/performanceincentives/ consulted on
3-1-2013
Springer, M.G., Podgursky, M.J., Lewis, J.L., Ehlert, M.W., Gardner, C.G., Ghosh-Dastidar, B., Lopez,
O.S., Patterson, C.H. and Taylor, L.L. (2007) Governor’s Educator Excellence Grant (GEEG) Program:
Year one evalutation Report, National Center on Performance Incentives
http://www.performanceincentives.org/data/files/news/BooksNews/FINAL_TEEG_Year_1_Report.p
df consulted on 3-1-2013
Springer, M.G., Ballou, D., Hamilton, L., Le, V.N., Lockwood, J.R., McCaffrey, D.F., Pepper, M.,
Stecher, B.M. (2011) Teacher Pay for Performance: Experimental Evidence from the Project on
Incentives in Teaching (POINT), Society for research on educational effectiveness,
http://www.eric.ed.gov/ERICWebPortal/search/detailmini.jsp?_nfpb=true&_&ERICExtSearch_Searc
hValue_0=ED518378&ERICExtSearch_SearchType_0=no&accno=ED518378, consulted on 4-3-2013
53

Anne Storey (2000): A leap of faith? Performance pay for teachers, Journal of Education Policy,
volume 15, issue 5, 509-523
Urquiola, M. and Vegas, E. (2005) Arbitrary Variation in Teacher Salaries: An Analysis of Teacher Pay
in Bolivia, Teacher and Principal Incentives in Mexico, Incentives to Improve Teaching: Lessons from
Latin America, Washington DC, The World Bank, Chapter 6
Vegas, E. (2005) Teacher and Principal Incentives in Mexico, Incentives to Improve Teaching: Lessons
from Latin America, Washington DC, The World Bank.
Wallis, C. (2008) How to make great teachers,
http://www.time.com/time/printout/0,8816,1713174,00.html, consulted on 6-3-2013
Weiss, E.M. (1999) Perceived workplace conditions and first-year teachers' morale, career choice
commitment, and planned retention: a secondary analysis, Teaching and Teacher Education, volume
15 (1999) 861-879

54

