
Public debate about improving educational outcomes has

traditionally been around the level of investment in schools -

issues like class sizes, computers and other resources, and school

starting and finishing ages. More recently, the focus has been on

reforms to the structure of education provision, including how

teachers are paid. In 1999/2000, the government introduced a

performance-related pay scheme for teachers, based in part on

the progress made by their pupils.

At the time, there was deep and widespread scepticism about

the likely impact of the scheme. But our results show that the

introduction of performance-related pay has improved pupils’

progress at GCSE. The gains are not trivial, averaging about half a

grade per pupil per subject.

In our study, we tracked a number of teachers over five years and

compared the average progress of their pupils between Key

Stage 3 tests at age 14 and GCSEs at age 16, both before and

after the reform. Comparing pupils with the same scores at Key

Stage 3, those taught by teachers who were eligible for

performance-related pay achieved on average half a GCSE point

more than equivalent pupils taught by the same teachers before

the scheme was introduced. Like workers in many other

professions, the evidence is that teachers do respond to direct

financial incentives tied to their performance.

We also looked at the distribution of test score gains and find

evidence of larger gains for pupils who did less well in Key Stage

3 tests than for higher scoring pupils. This may arise from
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teachers believing that there are easier ‘value-added’ gains to be

made there than for already high-performing pupils. This

distributional impact seems to be a welcome additional result of

the scheme.

The government’s consultative paper of 1998 signalled a range

of reforms to education, including the introduction of a

performance-related pay system - the ‘performance threshold’

and the ‘upper pay scale’. The Green Paper argued that teachers’

motivation was adversely affected by a culture that did not

recognise and reward outstanding performance. The scheme

was introduced in the academic year 1999/2000, with the first

applications submitted by teachers in July 2000.

Like workers in many other professions, teachers
do respond to direct financial incentives tied to
their performance 

Prior to the introduction of the scheme, all teachers were paid on

a unified basic salary scale, which had nine full points, ranging

from £14,658 to £23,193 per annum (2000 prices). Since the

reforms, teachers at pay point 9 have been able to apply to pass

the performance threshold. Passing the threshold has two

effects. First, it gives teachers an annual bonus of £2,000, payable

without revision until the end of their career and included in

calculations of pensionable salary. It is therefore of significant

lifetime value. Second, teachers move onto a new upper pay

scale, which comprises additional increments, each of which are

also related to performance.

To pass the threshold, teachers have to demonstrate that they

have reached acceptable standards in five areas including pupil

progress. This reform had two goals: to provide rewards for

performance among existing teachers; and to raise recruitment

and retention rates in teaching. Our study focuses only on the

first of these, but both are potentially important.

There has been debate about whether the performance threshold

really constitutes a performance-related pay scheme. Doubts arose

because the great majority of teachers who applied were

successful, suggesting that the performance test was weak or

purely cosmetic. But what matters is what teachers thought at the

time, rather than how the process turned out later. And a survey of

teacher opinion just before the introduction of the threshold

suggested that a majority expected it to be ‘real’ and only to

reward a few high-performing teachers.

What’s more, passing the threshold is only the first stage of the

overall scheme: progress on the upper pay scale is clearly

performance-related.These two points suggest that it is

appropriate to treat the performance threshold as performance-

related pay.

Our finding that teachers respond to financial incentives tied to

their performance should not perhaps be a surprise. But it is

controversial in the context of the original debate on

performance pay for teachers. It was argued then that teachers -

and perhaps public sector workers in general - have other

motivations and do not respond, or may even respond

negatively, to monetary incentives.

But the evidence from our data suggests that teachers who were

eligible for the scheme improved the average value-added of

their pupils between the two teaching cycles by more than

teachers not eligible for the scheme. Focusing on value-added

takes account of differences in the initial ability of the pupils

assigned to the different teachers. Comparing the same teachers

before and after the reform means that we also take account of

differences in ability between teachers.

Of course, the scheme was very expensive, and this needs to be

weighed against the educational gains when considering different

educational policy options. But our study did not include a full cost-

benefit analysis since the impact on teacher motivation is only part

of the story.The effect on teacher recruitment is also important and

requires a different study to evaluate.

The introduction of performance-related pay
improved pupils’ GCSE results by roughly half a
grade per pupil per subject

One other interesting issue that our data does not allow us to

address is whether the improvements in pupils’ achievement

derive from greater overall effort by their teachers or from effort

diverted from other professional activities. This issue requires a

much broader data collection exercise than is currently feasible.

But while there remain a number of unanswered questions, our

results suggest that teacher-based performance pay is a policy

tool that education authorities should consider as part of their

drive to raise educational performance.

This article summarises ‘Evaluating the Impact of

Performance-related Pay for Teachers in England’ by Adele

Atkinson, Simon Burgess, Bronwyn Croxson, Paul Gregg,

Carol Propper, Helen Slater and Deborah Wilson, CMPO

Working Paper No. 04/113. For the full paper, see:

http://www.bris.ac.uk/Depts/CMPO/workingpapers/wp113.pdf
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