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Pay for performance – meet 
Dr. Pavlov 

BY DAVID COHEN 
For Workplace News 

 

Remember Pavlov’s dog? 
Whenever the dinner bell rang, 
lucky Rover got fed. After a while 
it didn’t matter whether food was 
served or not; at the sound of the 
bell Rover started drooling in 
anticipation of good things to 
come. 
In my opinion, that’s the theory 
behind “pay for performance.” if 
we want to improve customer 
service or productivity or quality or 
sales numbers, we start ringing the 
bell of monetary incentives. 
Employees, naturally, get the 
message and do whatever it is we 
need to increase our profitability 
and competitiveness. 
Proponents say good pay-for- 
performance systems need open 
communication. Employees need to 
have clear and measurable results 
that are not a moving target. 
Managers need to be open and 
consistent in providing timely 
feedback to help employees meet 
objectives. Pay-outs need to take 
place frequently, more than once a 
year at least. 
Development linked to pay has to 
be limited to one or two 
competencies. And there needs to 
be a company-wide commitment to 
the system without favoritism, 
otherwise the results look rigged. 

Sound clear, systematic and 
doable? But wait, it gets better. As 
a result, employees throughout the 
organization get ranked by 
performance. This feeds succession 
planning by clarifying who are high 
potentials and paying them for their 
hard work on the way up. And we 
know that can’t hurt retention rates. 
So you get to identify your best, 
pay them more, funnel them into 
leadership positions, and retain 
them from the competition. What 
could be more logical and 
worthwhile? 
Nothing, except that it doesn’t 
work — for two reasons. One has 
to do with inherent contradictions 
in the way the system operates. The 
other has to do with human nature. 
The first inherent contradiction is 
competition. When employees 
know that pay-for-performance loot 
is up for grabs, they also 
understand that the amount of 
money is not limitless and the way 
to get it is to stand out. Naturally, 
this also involves “preventing” 
others from being successful. 
Information, resources, and 
solutions all get hoarded. 
Accomplishments are made at the 
sacrifice of others. 
So, to fix matters, you make pay 
for-performance bonuses team-
based. But all this does is create the 
same problem within the small 
group. Now it’s the team that 
hoards information or resources 
and competes with other teams for 
fixed bonuses and rewards. 

Not to mention, within every team 
there are always gradations of 
individual performance. Should the 
slacker get paid the same as the 
star? 
Is the solution to make feedback 
and appraisals confidential and 
anonymous? Wrong again. 
Research proves that peer-based, 
multi-source feedback only works 
when compensation is not directly 
at risk. Otherwise, everyone plays 
games with the system. 
The more significant problem with 
pay for performance is human 
nature. Fact is, human beings are 
not good subjects for Dr. Pavlov’s 
research. Sure, we might drool at 
the bell and fight over scraps, but 
that’s not what motivates us to 
perform at top levels. 
When you repeatedly pay someone 
for doing something, they get bored 
with it. It soon fails to be a major 
motivator. That’s why 
compensation bonus systems get 
reworked every year or two. 
Second, despite the myth, money is 
not much of a motivator in the first 
place. In fact, when it comes to 
retention and loyalty, money ranks 
11. All things being equal — 
meaning your base pay is the same 
as your competition — culture fit 
and development opportunities 
rank way higher. In fact if you 
show employees that money is 
what matters to you, they’d be 
foolish not to jump at the first 
chance to get more. So much for 
retention through bonuses.
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So, to keep your employees happy, 
motivated and focused on key 
organizational goals, what should 
you do? The first thing is to hire 
people who fit your organizational 
culture and values. Next, look after 
your high potentials’ craving for 
personal and professional 
development. 
Allocating performance bonus 
money to a combination of base 
salary and development is the best 
way to get a return for your buck 
that leads to increased retention, 
productivity, quality and customer 
service. Not only are you training 
your best people to get better at 
what you need, but also you’re 
meeting their No. 2 retention 
motivator at the same time. 
And don’t take away that 
development money when times 
are tough — prove to them that you 
really believe organizational 
success and individual success are 
linked. 
Oh, and the last thing you can do is 
make people feel good about their 
contributions. Celebrate their 
successes. Say thank you for their 
hard work. Remember, employees 
don’t leave companies, they leave 
managers. When human beings 
come together in common cause, 
personal connections really do 
count. Ask Pavlov’s canine 
companion. Even he appreciated a 
kind word and being recognized for 
“doing the right thing”. ● 
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