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While the research is mixed, findings across 
different programs suggest that–if done 

right–performance-based compensation can 
be a positive factor in recruiting and retaining 
teachers and in contributing to improvements 
in teaching and learning. 
 

In programs where few or no effects were 
found, implementation was usually 
problematic. 

Why the current interest in reforming how 
educators are compensated? 
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Federal investments in compensation reform – 
in particular through Race to the Top (RTT) and 
the Teacher Incentive Fund (TIF) – have 
dramatically expanded the number of 
communities experimenting with, or fully 
implementing, performance-based pay. 

• 19 RTT states 
• 90+ TIF grants, with a new competition 
scheduled for June 2012 

Why the current interest in reforming how 
educators are compensated? 
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National Map.  To learn about educator compensation reform initiatives from around the 

country, click on a highlighted state. 

 

 

 

 

 

 

 

 

Why the current interest in reforming how 
educators are compensated? 

cecr.ed.gov 
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Traditional Compensation Systems 

“Steps and Lanes” salary schedule 
Salary advancement through: 
• Seniority 
• Advanced degree attainment 
• Professional development 
• Special assignments – 

o Curriculum committees 
o Master/mentor teacher, department chair 

What is different under a performance-based 
compensation system? 
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Performance-Based Compensation Systems 

Baseline salary 
Salary advancement and/or incentives through: 
• Professional development related to improving practice 
• Special assignments – 

o Curriculum committees 
o Master/mentor teacher, department chair 
o Hard-to-staff subjects or schools 

• Student achievement, including growth/value-added 
• Teaching performance, assessed through multiple 

observations each year 

What is different under a performance-based 
compensation system? 
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Successful initiatives: 
• Are developed in collaboration with key stakeholders 
• Create significant incentives to recruit, retain and reward 

effective teachers 
• Provide earned compensation to all who qualify 
• Establish multiple pathways through which compensation 

can be influenced, including but not limited to improved 
student achievement 

• Provide compensation in a transparent and predictable 
manner 

• Are part of larger reform efforts 

Much has been learned in the past decade about 
successful educator compensation reform 
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What does a “larger reform effort” look like? 

Reprinted from page 4 of Managing Educator Talent: A Framework for District and State Policymakers (Version 2.1) 

by Ellen Behrstock, Cassandra Meyer,  Sara Wraight, and Monica Bhatt. Copyright © 2009 Learning Point Associates, 

an affiliate of American Institutes for Research. Reprinted with permission. 
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A successful performance-based compensation system is 
critically dependent on an “infrastructure” that includes: 
•  A longitudinal data system that can link students to their 

specific teachers 
• Expertise for calculating and validating value-added or growth 

model scores 
• A teacher evaluation system that includes multiple observations 

per year 
• A strategy for including teachers of non-tested grades and 

subjects 
• An overall “theory of action” that fits into the culture of the 

school system and community 

 
 

Much has been learned in the past decade about 
successful educator compensation reform 
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What Can The Research Tell Us? 

 Private sector experience 

Teacher attitudes about pay-for-performance 

Teacher attitudes about types of awards 

Teacher characteristics that contribute to student 
learning gains 

Whether higher compensation impacts recruitment 
and retention 

How large the compensation award must be to 
make a difference 
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What Can We Learn From The Private 
Sector? 

Merit Pay 

 Generally not successful 

• Not strategic 

• Managers not trained/or 
not supportive 

• Poorly designed system 

• Underfunded 

Pay for Performance 

 Most successful when: 

• Achieved a known goal 

• Veteran worker buy-in 

• Implemented effectively 

• Adequate funding  
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What Can We Learn From The Private 
Sector? 

Workers Have 
Preferences 

 Alternative direct 
compensation 

 Value-added 
performance-base-pay 

 Team based rewards 

Workers Achieved 
Results 

 50/50 Productivity Rule 

• existing workers 

• selection effect 

 Recruitment 

 Retention 
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Moving From Private Sector to Public Sector 

Two significant challenges might occur 

• Singular focus  

o “Teaching to the test” 

oLack of total quality 

Unproductive worker competition 

• Failure to work collaboratively 

• Failure to share information/best practices 

• Sabotage 
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Teacher Buy-In 

Teachers’ attitudes about performance pay 
differ: 

• Veteran teachers 

• Young teachers 

• High school teachers/elementary school teachers 

• Previous awardees 
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Teacher Buy-In 

Teachers attitudes about group awards and 
individual awards differ 

• Group awards 

 Benefits 

 Preference 

• Individual awards 

 Benefits 

 Preference 
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Student Achievement 

Do certain teacher characteristics contribute 
to student learning gains? 

• Education and experience 

• Academic ability 

• Selectivity of college attended 

• Scores on licensure test 

• National Board Certification 
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Student Achievement 

Do certain teacher characteristics 
contribute to student learning gains? 

• Subject-matter expertise 

 Math and science 

 Elementary versus high school 
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Retaining and Recruiting High-Quality 
Teachers 

Decrease in salaries = decrease in quality 

But, do higher salaries = increase in quality? 

• Recruitment  

• Retention 

 Subject–area shortage fields 

 Hard-to-staff schools 

 Minority staff 

Higher salaries versus better working 
conditions 
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Retaining and Recruiting High-Quality 
Teachers 

 How large must incentive be to be effective? 

• Large enough 

• Private sector experience 

• Attrition 

• High-poverty schools 
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Key Policy Lessons from Programs 

 Establish teacher buy-in early and often 

 Consistently and transparently describe intended outcomes 

 Identify and communicate compensation options, including 
individual, group and schoolwide awards  

 Combine pay incentives with leadership reforms and human 
capital management systems so performance pay is not a 
stand-alone program 

 Identify and secure long-term funding streams 

 Research is unclear about optimal size of bonuses, but must 
be large enough to matter to teachers 
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Key Policy Lessons from Programs 

 Develop fair and transparent measures of teacher and 
principal performance  

 Comprehensive programs use a variety of strategies that 
include–to a varying extent– all teachers (i.e., those in 
assessed and non-assessed subjects), other school 
personnel, and administrators 

 Comprehensive programs consider student outcomes, 
teacher performance, and differentiated teacher 
responsibilities 

 Evaluate program to demonstrate effectiveness and return 
on investment 
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Key Policy Concerns from Programs 

 Few research-based estimates of the human 
resource demands of these programs 

 Fairness and validity of teacher and principal 
performance evaluations 

 Stability of measures over time  

Using test scores as the only measure in 
determining student outcomes 

Comparability between teachers of tested grades 
and subjects (TGS) and non-tested grades and 
subjects (NTGS) 
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Implications for Evaluators 

 

 
 

 

 Evaluators can play a critical role in the implementation of 
performance-based compensation initiatives by helping to 
specify the theory of action, the research questions, and 
the data sources. 

 

 For instance, across the research and evaluation studies 
done around performance-based strategies, two very 
different theoretical models are being used: 

 
Hypothesis 1:  Incentives => stronger performance 

 
Hypothesis 2:  Stronger performance => incentives 
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Implications for Evaluators 

 

 
 

 
 

 For Teacher Incentive Fund (TIF) grants, the U.S. 
Department of Education requires grantees to evaluate 
their programs.  This evaluation ensures that grantees:  
 

(1) follow all Federal regulations and guidelines,  
(2) use formative implementation and outcome data for 

program improvement, and 
(3) use summative outcome data for accountability. 

 

 TIF program evaluations additionally contribute to the 
broader field of research on performance incentives and 
to policy discussions on this educational innovation.  
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Implications for Evaluators 
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TIF in Ohio 

The Ohio Teacher Incentive Fund (OTIF) is a key 
element in the state's commitment to create and 
sustain performance-based compensation systems.  

 

OTIF represents a partnership between the Ohio 
Department of Education (ODE) and schools statewide 
that represent Ohio's large urban, rural Appalachian, 
and other small-to-medium local education agencies 
(LEAs).  

 

107 schools in 24 districts, involving 3,300 educators 
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TIF in Ohio 

 

 

 Educators are eligible for awards based on measures of effectiveness: 
•value added  
•classroom observations  
•documentation of teacher leadership and mentoring  
•student surveys 
•attendance rates 
•on-time promotion rates 
•ratings of self-efficacy 

 

 Educators are eligible for awards for taking on additional 
responsibilities and leadership roles, such as: 
• Serve as master or mentor teachers to share effective instructional 

practices and assess and support other teachers 
• Mentor high-need students or novice teachers 
• Assume building or district leadership positions 
• Establish and/or develop learning communities designed to increase 

teacher capacity 
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For Additional Information 

 Center for Educator Compensation Reform 
• Supports Teacher Incentive Fund (TIF) grantees with their 

implementation efforts; provides wide range of information online 
• cecr.ed.gov 

 National Comprehensive Center on Teacher Quality 

• Provides extensive resources to improve the quality of teaching, 
especially in high-poverty, low-performing, and hard-to-staff schools, 
and to provide guidance to ensure that highly qualified teachers are 
serving students with special needs. 

• www.tqsource.org  

 National Center on Performance Incentives 
• Provides research on the use of financial incentives for teachers to 

inform policy and practice 
• www.performanceincentives.org  

http://www.cecr.ed.gov/
http://www.tqsource.org/
http://www.performanceincentives.org/
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For additional information 

 

 
Research Syntheses 
CECR provides concise responses to key program design and 
implementation questions using research-based studies and other relevant 
information.  
 
General Compensation (see next slide) 
 
Compensation for Teachers of Hard-to-Fill Subjects and Teachers 
in Hard-to-Staff Schools 
 
Performance Pay 
 
Measurement 
 
Building Teacher and Community Support for New Compensation 
Systems 
 

 

cecr.ed.gov 

For additional information 
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For additional information 

 

 
General Compensation 
 
What effect does teacher compensation have on retention? Does 
evidence suggest that higher salaries reduce teacher attrition?  
 
Does evidence suggest that some teachers are significantly more 
effective than others at raising student achievement?  
 
What do we know about the relationship between student 
achievement and teachers' educational attainment and 
experience, which is the traditional way that teacher salaries are 
determined? 
 
What lessons have been learned from the research on personnel 
compensation in the private sector, and how might these lessons 
apply to the development of new systems of educator 
compensation?  
 

cecr.ed.gov 

For additional information 

http://cecr.ed.gov/researchSyntheses/Research Synthesis_Q A6.pdf
http://cecr.ed.gov/researchSyntheses/Research Synthesis_Q A6.pdf
http://cecr.ed.gov/researchSyntheses/Research Synthesis_Q A1.pdf
http://cecr.ed.gov/researchSyntheses/Research Synthesis_Q A1.pdf
http://cecr.ed.gov/researchSyntheses/Research Synthesis_Q A1.pdf
http://cecr.ed.gov/researchSyntheses/Research Synthesis_Q A2.pdf
http://cecr.ed.gov/researchSyntheses/Research Synthesis_Q A2.pdf
http://cecr.ed.gov/researchSyntheses/Research Synthesis_Q A2.pdf
http://cecr.ed.gov/researchSyntheses/Research Synthesis_Q A2.pdf
http://cecr.ed.gov/researchSyntheses/Research Synthesis_Q A2.pdf
http://cecr.ed.gov/researchSyntheses/Research Synthesis_Q A5.pdf
http://cecr.ed.gov/researchSyntheses/Research Synthesis_Q A5.pdf
http://cecr.ed.gov/researchSyntheses/Research Synthesis_Q A5.pdf
http://cecr.ed.gov/researchSyntheses/Research Synthesis_Q A5.pdf
http://cecr.ed.gov/researchSyntheses/Research Synthesis_Q A5.pdf
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For additional information 

 

 

How Salient Are Performance Incentives in Education?  Evidence From North Carolina (Ahn, T., & Vigdor, J. L., 2012)  
http://www.aefpweb.org/sites/default/files/webform/How%20salient%20are%20performance%20incentives%20in%20edu
cation.pdf    
 
The Impact of Teacher Performance Pay on Student Achievement: A Regression Discontinuity Approach (Jinnai, Y., 2012)  
http://www.aefpweb.org/sites/default/files/webform/AEFP_Jinnai.pdf  
 
Fryer, R.G., 2012). NBER Working Paper: Aligning Student, Parent, and Teacher Incentives:  Evidence from Houston Public 
Schools 
http://www.nber.org/papers/w17752.pdf 
 
Governors Educator Excellence Grant (GEEG) program: Year three evaluation report. Nashville, TN: Vanderbilt University, 
National Center on Performance Incentives (Springer, M. G., Lewis, J. L., Podgursky, M. J., Ehlert, M.W.,Taylor, L. L., Lopez, 
O. S., et al., 2009a).  
http://www.performanceincentives.org/news/detail.aspx?linkid=426&moduleid=24 
 
Texas Educator Excellence Grant (TEEG) program: Year three evaluation report. Nashville, TN: Vanderbilt University, 
National Center on Performance Incentives (Springer, M. G., Lewis, J. L., Podgursky, M. J., Ehlert, M. W., Gronberg, T. J., 
Hamilton, L. S., et al., 2009b).  
http://www.performanceincentives.org/news/detail.aspx?linkid=427&moduleid=24 
 
Teacher Mobility, School Segregation, and Pay-Based Policies to Level the Playing Field (Clotfelter, Ladd, and Vigdor, 2011). 
Education Finance and Policy, Summer 2011, Vol. 6, No. 3, Pages 399-438.  

http://www.aefpweb.org/sites/default/files/webform/How salient are performance incentives in education.pdf
http://www.aefpweb.org/sites/default/files/webform/How salient are performance incentives in education.pdf
http://www.aefpweb.org/sites/default/files/webform/AEFP_Jinnai.pdf
http://www.nber.org/papers/w17752.pdf
http://www.performanceincentives.org/news/detail.aspx?linkid=426&moduleid=24
http://www.performanceincentives.org/news/detail.aspx?linkid=427&moduleid=24
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For additional information 

 Incentives and Test-Based Accountability in Education, a 
new study by the National Research Council, found that: 

• policy makers and educators do not yet know how to use test-based 
incentives to consistently generate positive effects on achievement 
and to improve education 
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For additional information 

Robert M. Stonehill, PhD 

Managing Director, American Institutes for Research 

Senior Advisor:  National Comprehensive Center for Teacher Quality 
  Teacher Incentive Fund Technical Assistance Center 

1000 Thomas Jefferson St, NW 

Washington, DC 20007-3835 

 

email: rstonehill@air.org 

Phone: 202-403-6210 

 


