NEED TO KNOW
PAY FOR PERFORMANCE IN PUBLIC
EDUCATION
WHAT IS “PAY FOR PERFORMANCE”?
“Pay for Performance” rests on a simple idea: teachers should be evaluated
on and compensated for their effectiveness in the classroom. Good teachers
– those that promote student growth and learning – should be paid more
than mediocre teachers. This would provide incentives to work harder and
attract more talented individuals to the profession, just like in the private
sector.
All of this is common sense. In the few places where it has been tried, it has
been quite successful at improving schools (1). But with powerful forces like
teachers unions working in opposition, on the whole, performance-based
compensation is still very rare nationwide.

HOW ARE TEACHERS PAID NOW?
Currently 96 percent of public school districts pay teachers using a “single
salary schedule.” All teachers receive the same annual salary, regardless of
their performance in the classroom or their impact on students. Pay raises
come only when teachers earn seniority or an advanced degree. For
example, in Michigan, the 2013-2014 state “teacher of the year” was the near
the bottom of his district in pay, simply because he was relatively
inexperienced (2).
The single salary schedule is so rigid and predictable that many districts
actually publish a table with the “steps” a teacher can achieve. For example,
in the Houston Independent School District in the 2008-2009 school year, a
teacher with three years of experience and no advanced degree qualified for
“step three” and earned a $44,992 annual salary. A teacher with a master’s
degree and fifteen years of experience qualified for “step twelve” and a
$55,138 annual salary (3). Any teacher could use this table to precisely
predict what their salary would be throughout their careers, regardless of
their efforts, as long as they don’t get fired (which rarely happens).
One flaw with this formula is that teachers are being rewarded with pay
raises for precisely the wrong things. Extensive research has shown that
master’s degrees and additional years of teaching experience (beyond the
first few years) have no bearing on teachers’ ability to deliver results. These
non-productive salary bumps, moreover, are costing American taxpayers
dearly: around $8.6 billion is spent each year on extra compensation for
those with master’s degrees, even though these teachers perform no better
on average than their “less-educated” colleagues (4).

QUICK FACTS
Instead of paying teachers
classroom, districts are
spending billions each year to
reward American teachers for
“objective” criteria like
seniority and advanced
degrees that have nothing to
do with student learning.
The 2013-2014 Michigan state
“Teacher of the Year” was
near the bottom of his district
in pay because of
predetermined union salary
schedules.
An above-average teacher
that teaches a class of 20
every year for 25 years will
add $5.3 million to the
aggregate lifetime earnings of
her students over the course
of her career when compared
to a teacher that is merely
average (6).

NOTABLE & QUOTABLE
When we consider the
difficulty of what we are
asking teachers to do and the
consequences to our
students, it actually puzzles
me that the issue of rewarding
teachers for their success
rather than seniority is a
controversial one. … Without
investing in our teachers by
rewarding them in a tangible,
meaningful way, we make it
very difficult for districts like
ours to attract and retain the
best teachers who can close
the achievement gap.”
- Michelle Rhee, Former
Chancellor of DC Public
Schools

For years the teachers unions have argued that the
single salary schedule is essential, but plenty of
research and a simple dose of common sense have
shown it to be a deeply flawed system. There is no
doubt that some teachers are outstanding at their jobs.
But some are simply abysmal. They should not be
rewarded with the same pay.

WILL “PAY FOR PERFORMANCE”
COMPENSATION PLANS COST TOO MUCH?

If we stop spending money on
teacher bonuses for non-productive
factors, we could save enough money
to offer the top teachers performance
based rewards of $20,000 or more.
After Wisconsin’s Act 10, the number
of state employees who received
merit based raises doubled from 2012
to 2013.

At a time of mind-blowing budget deficits, it seems impossible to find funds for these pay incentives.
But there are alternatives. One idea is to simply “re-slice the pie”: stop spending money on bonus
payments for non-productive factors (i.e. seniority and master’s degrees) and start spending it on
bonuses related to actual teacher effectiveness. One research team showed that by paring back pay
premiums for experience and advanced degrees we could save enough money to offer the top teachers
performance bonuses of $20,000 or more (5). In short, instead of just blindly spending more money on
education, we should put a high priority on spending every dollar we have more wisely and directed at
improving outcomes.

CONCLUSION
Right now in America, we’re paying teachers for the wrong things. Instead of rewarding teachers for
success in the classroom, we’re paying all teachers (good and bad) the same, with bonuses only for
“objective” criteria that do nothing to promote student learning. As taxpayers, we could get
significantly more bang for our bucks if teachers had stronger incentives to produce better results. “Pay
for Performance” schemes use market-based compensation incentives to do just that: reward teachers
for doing a better job of educating children. The resulting impact of improving American public schools
and improving the outlook for future generations is too great to pass up.
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