
https://doi.org/10.1177/0091026017747298

Public Personnel Management
2018, Vol. 47(2) 119 –143

© The Author(s) 2017
Reprints and permissions:

sagepub.com/journalsPermissions.nav 
DOI: 10.1177/0091026017747298

journals.sagepub.com/home/ppm

Article

“A Little Is Better Than 
Zero” or “Pay Enough or 
Don’t Pay at All”? Evidence 
on the Size of Pay-for-
Performance Across the 
Sectors

Chung-An Chen1

Abstract
Regarding the effect of pay-for-performance (PFP), standard economic reasoning 
suggests that “a little is better than zero,” meaning that even small performance 
payments can improve employees’ work morale. An alternative view, “pay enough 
or don’t pay at all,” suggests that paying too little may instead erode employees’ 
work morale. Using the U.S. General Social Survey (GSS) data, the present study 
finds evidence that the two views actually complement each other: Small payments 
can improve employees’ work effort (e.g., working hours), but can also potentially 
compromise their work attitudes (e.g., job satisfaction). In addition, employees in 
different working sectors may have different understanding of what “small size” really 
means. Findings are followed by theoretical and practical implications.
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Introduction

Pay-for-performance (PFP) practices are commonly used to enhance employee 
work morale in a bid to improve their effort, attitudes (e.g., job satisfaction), and, 
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eventually, performance. Ideally, the presence of a PFP system should contribute to 
better work attitudes and more effort among employees, as human motivation 
increases when they expect that their effort can be recognized and eventually 
rewarded (Vroom, 1964). Indeed, Brown and Sessions (2003) find that employees 
who participate in PFP schemes are more optimistic about future employment and 
satisfied with their work environment. Other empirical studies also provide evi-
dence suggesting a positive impact of PFP presence on work effort, attitudes, and 
performance (Green & Heywood, 2008; Lavy, 2009; Lazear, 2000). The undergird-
ing logic is that piece rates instead of time rates can generate the maximum surplus 
for workers (Lazear, 2000). Of course, not all PFP cases are successful, especially 
those in the public sector context (Kellough & Lu, 1993; Perry, Engbers, & Jun, 
2009).1 Also, even in cases where PFP works well, its positive impact may be mod-
erated by a few factors, such as worker ability and worker income. Incompetent 
employees and low-paid employees are less likely to have a favorable view of PFP 
(Kennedy, 1995; McCausland, Pouliakas, & Theodossiou, 2005), a system that cre-
ates even more pay uncertainty and more work intensification.

While most existing studies treat PFP as a dichotomous variable (i.e., either existent 
or nonexistent) and focus on whether organizations should employ PFP, scholars often 
neglect an equally important issue: the size of performance payment. How much 
should employers pay so that monetary reward can positively influence work morale? 
The answer is not yet conclusive. The first view, also a more conventional one, can be 
stated as “a little is better than zero.” Grounded in principal–agent theory (Jensen & 
Meckling, 1976), this view suggests that human beings are mainly driven by external 
forces. Any increase of monetary reward, even just a little, can positively affect 
employees’ work motivation. An alternative and often neglected view, also referred to 
as “pay enough or don’t pay at all” (Gneezy & Rustichini, 2000), suggests that PFP 
does not improve work morale unless the payment is sufficiently large; that is, there is 
a threshold payment that must be attained, without which there will be no improve-
ment to work morale. Small payment can be detrimental to work morale, which is even 
worse than not paying at all. This view is grounded in modern psychological theories 
such as motivation crowding theory (Frey & Jegen, 2001) and self-determination the-
ory (SDT; Gagné & Deci, 2005; Ryan & Deci, 2000). I will elaborate on the two con-
flicting views in a later section.

Following the debate, the present study asks the following research questions: (a) 
In implementing PFP, should we believe that “a little is better than zero,” or should we 
“pay enough or don’t pay at all”? Which perspective makes more sense? If the answer 
is the latter one, (b) how large should the size be so PFP does not cause an adverse 
effect? This question is especially pertinent in the public and nonprofit sectors, where 
the size of payment is generally much smaller than that in the business sector (Perry 
et al., 2009). In addition, theoretically speaking, the detrimental effect of a small size 
of payment can be attributed to the loss of intrinsic motivation when monetary reward 
is introduced (Georgellis, Iossa, & Tabvuma, 2011). While public and nonprofit 
employees largely rely on intrinsic reward for work motivation (Mann, 2006; Perry & 
Wise, 1990; Schepers et al., 2005), (c) should we expect more salient motivation 
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crowding-out in the public and nonprofit sectors than in the private sector? That is, are 
their work effort and work attitudes much more compromised when a small size of 
payment comes into play? Or alternatively, should we expect less net loss of work 
motivation because their built-in intrinsic motivation is strong?

In sum, the present study has two important features. First, it examines the size of 
performance payment, a relatively underexplored issue in PFP research, especially in 
the field of public administration. Second, a comparative approach is employed to 
examine effects of payment size in the public, nonprofit, and private sectors. This will 
help practitioners in different sectors form a PFP system tailored for their specific 
working context.

The View of “A Little Is Better Than Zero”

Regarding the size of performance payment, a commonly accepted view can be 
referred to as “a little is better than zero”: We can improve human motivation and 
effort as long as PFP is present, even if the size of payment is small. Accordingly, their 
motivation and effort will rise when the payment increases. This view is grounded in 
standard economic reasoning and, more precisely, principal–agent theory (Jensen & 
Meckling, 1976). In an employment relationship, the employer is deemed the princi-
pal, whereas employees are agents. Like most economic theories, principal–agent 
theory assumes that human beings, both the principal (the employer) and the agent 
(employees), are solely driven by self-interest. However, they often have conflicting 
interests and goals. To align the goals and control employees’ behavior, the employer 
must use coercive methods, such as penalty or linking their performance to contingent 
pay (Gagné & Forest, 2008). In other words, external forces such as PFP are the main 
source of work motivation (i.e., extrinsic motivation), whereas an internalized goal 
and intrinsic motivation are unlikely (Gagné & Forest, 2008). A low likelihood of 
intrinsic motivation also implies the absence of motivation crowding (i.e., introducing 
external rewards may enhance extrinsic motivation and crowd out intrinsic motiva-
tion, a view that will be addressed more carefully in the next section), so the increase 
of monetary reward, even a small amount, will result in the enhancement of extrinsic 
motivation and accordingly the improvement of work morale. The improvement 
becomes more obvious when the payment rises. In fact, this view is quite in line with 
expectancy theory (Vroom, 1964), a theory suggesting that human motivation appears 
when they expect that they will be rewarded based on effort and performance. 
Motivation depends on the level of expected reward.

It may be questionable that a small amount of performance payment can make a 
positive difference to work motivation and effort. Some scholars argue that a consider-
able size of performance payment may be necessary as the amount of earning is often 
taken as an indicator of one’s level of success (Tang, Tang, & Luna-Arocas, 2005). 
However, an opposite view suggests that people may differ in how they value money. 
For those who consider pay as a basic need instead of a sign of glory, a marginal 
increase of pay may be enough to enhance work motivation. In addition, money car-
ries symbolic and social meanings (Zelizer, 1989). Even a small amount of monetary 
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reward for workers who receive limited basic pay, such as tips for room cleaners, 
signals a customer’s appreciation and may contribute to the workers’ warm feeling and 
positive attitudes. In this regard, even little payment makes a positive difference. The 
more the employer pays, the more employees’ work motivation is improved.

The View of “Pay Enough or Don’t Pay at All”

Gneezy and Rustichini (2000), in their paper “Pay Enough or Don’t Pay at All,” used 
experiments to examine the effect of small payment on the performance of two activi-
ties: taking an IQ test and collecting donation money. In the IQ test experiment, par-
ticipants in four groups were rewarded 10 cents, 1 NIS (New Israeli Shekel), 3 NIS, 
and no money at all for every correct answer. Participants receiving 10 cents scored 
the lowest. In the experiment concerned with collecting donation money, participants 
in three groups were rewarded 1% of the collection amount, 10% of the collection 
amount, and no money at all, respectively. Participants receiving 1% collected much 
less than those in other groups. Both experiments contradict the intuitive assumption 
that paying even a small amount is sufficient to enhance work motivation (and better 
than giving nothing). Why is that so? As the view of “pay enough or don’t pay at all” 
is counterintuitive and less well-known, more thorough articulation is required. In this 
section, I will introduce two theories that endorse this unconventional view: SDT and 
motivation crowding theory.

SDT

The first theory that justifies the deleterious effects of insufficient payment is SDT 
(Ryan & Deci, 2000), which focuses on critical psychological needs, especially auton-
omy and competence. According to this theory, to maintain individual self-determina-
tion as well as work motivation, individuals must feel that they are not constrained by 
external forces (Vansteenkiste, Simons, Lens, Sheldon, & Deci, 2004; Williams, 
Gagné, Ryan, & Deci, 2002) and they can master the task so as to effectively interact 
with the environment (Van den Broeck, Vansteenkiste, Witte, Soenens, & Lens, 2010). 
The introduction of PFP, similar to the use of punishments, creates conditions that 
undermine people’s perceived autonomy. For example, in learning math, a student 
may perceive a fairly high level of learning autonomy in the beginning as she sets up 
her personal goals of studying and she determines how hard she should study. Later 
on, the teacher introduces a new rule: punishing those who score lower than 80/100. 
Meanwhile, her parents provide an incentive scheme: giving her 10 dollars when she 
scores higher than 90/100. Now, she is forced to achieve goals that have been set up by 
others. She loses perceived autonomy as her goal of studying is no longer controlled 
by herself, but instead the teacher (punishment) and her parents (monetary reward). In 
other words, the presence of PFP, even with a small size of payment, leads to the loss 
of perceived autonomy.

Although introducing PFP compromises perceived autonomy, it has symbolic prop-
erties related to perceived competence and self-efficacy (Eisenberger, Rhoades, & 
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Cameron, 1999). In the previous example of learning math, the student loses perceived 
autonomy in learning when the 10-dollar performance payment is introduced. Later 
on, her parents increase the payment from 10 to 20, and from 20 to 30, when she main-
tains high performance. The increase of payment functions as recognition of effort and 
achievement. It promotes the student’s perceived competence, which in turn enhances 
work motivation and self-determination.

PFP influences both perceived autonomy and perceived competence, and the two 
factors simultaneously determine individual work motivation. When introducing PFP 
with a small payment size, we first destroy a worker’s perceived autonomy. However, 
a small payment may not be able to generate enough increment of perceived compe-
tence to counter the loss of perceived autonomy, resulting in a net reduction in 
employee self-determination and work motivation. When the size of PFP rises, indi-
viduals still perceive a low level of autonomy (reward is still controlled by an external 
party), but the increase of perceived competence can offset the loss in perceived auton-
omy (Gagné & Forest, 2008). If the size of payment is sufficient enough to outweigh 
the loss in perceived autonomy, we can expect net increase of work motivation.

Motivation Crowding Theory

The second theory that endorses the detrimental effect of inadequate payment is moti-
vation crowding theory (Frey & Jegen, 2001; Frey & Oberholzer-Gee, 1997). This 
theory is undergirded by the fundamental principle that an introduction of external 
incentives such as monetary rewards potentially changes one’s motivational structure. 
The most common situation is motivation crowding out, which occurs when monetary 
reward as a form of external intervention increases people’s extrinsic motivation but 
reduces their intrinsic motivation. This is especially so when a behavior is initially 
perceived to be intrinsically rewarding (Frey & Osterloh, 2005). For example, a child 
may enjoy studying math in the absence of external factors. However, after the teacher 
starts to punish bad performers and reward good performers, the child no longer enjoys 
math and simply studies to meet the teacher’s expectation. The teacher’s intervention 
introduced punishment and reward, allowing the student to tangibly valorize his effort. 
Consequently, a desire to avoid punishment or be rewarded supersedes his initial inter-
est in learning math. There is a great volume of empirical evidence supporting the 
theory of motivation crowding out. In a meta-analysis, Deci, Koestner, and Ryan 
(1999) review 68 experiments and conclude that tangible rewards significantly under-
mine intrinsic motivation. The application of motivation crowding is highly visible in 
the public management literature, particularly in studies related to PFP (Bertelli, 2006; 
Georgellis et al., 2011; Weibel, Rost, & Osterloh, 2010) and public service motivation 
(PSM) (Chen & Hsieh, 2015; Moynihan, 2008). When intrinsic motivation is crowded 
out, the size of monetary reward must be large enough to induce an augmentation of 
extrinsic motivation that is great enough to compensate the loss of intrinsic motiva-
tion. If the reward is deemed to be insufficient, intrinsic motivation is reduced without 
a compensatory increase in extrinsic motivation, resulting in a loss of overall work 
motivation.2 Please refer to Table 1 for a summary of the two theories.
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The Long-Term Impact of a Small Size of Performance Payment

Monetary reward as a type of external control changes not only people’s motivational 
structure but also the way they evaluate/interpret personal achievement (Festinger, 
1957). Scholars suggest that intrinsic motivation exists among human beings, includ-
ing low-paid workers involved in repetitive work that requires only rudimentary skills 
(Ladimeji, 2014). However, people growing up in an environment where external 
rewards are excessive tend to overvalue financial success (Kasser, Ryan, Zax, & 
Sameroff, 1995). That is, they no longer find intrinsic reward meaningful, but instead 
evaluate personal achievement according to tangible rewards. When people believe 
that they have worked hard, a sizable monetary reward signifies recognition of out-
standing performance. In contrast, people also perceive negligibly small monetary 
rewards to be “insulting” (Gneezy & Rustichini, 2000). When employees perceive 
payment to be incommensurate with their effort, they experience injustice, which may 
negatively affect their mental health and performance (Gagné & Forest, 2008).

The detrimental impact of little performance payment can be long-term and pro-
found. Gneezy and Rustichini (2000) remind us that a change of motivational structure 
is hard to reverse. A neural science experiment supports the view that intrinsic motiva-
tion, once crowded out, may disappear forever (Murayama, Matsumoto, Izuma, & 
Matsumoto, 2010). A reasonable inference is that insignificant performance payment 
can do harm to work motivation and work attitudes, yet the harmful impact does not 
cease when an ineffective PFP program is terminated. In fact, program termination 
may exacerbate the problem, because employees have come to expect at least minimal 
performance payment and may feel even more discouraged when no performance pay-
ment is provided (Gneezy & Rustichini, 2000).

Context Matters: Focusing on the Public and Nonprofit 
Sectors

The issue of the size of PFP is particularly pertinent in the public and nonprofit sectors. 
As a part of administrative reform practices, PFP is perceived as governmental 
response to the public demand for bureaucratic efficiency (Condrey & Battaglio, 2007; 

Table 1. The View of “Pay Enough or Don’t Pay at All.”

No payment Small payment Large payment

Intrinsic motivation Present Crowded out Crowded out
Extrinsic motivation Absent Weak Strong
Perceived autonomy Present Compromised Compromised
Perceived competency Absent Low High
Result Relying on intrinsic 

motivation 
and perceived 
autonomy

Lacking motivation; 
perceiving to be 
“insulted”

Relying on extrinsic 
motivation 
and perceived 
competency
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Nigro & Kellough, 2008). Moreover, it forces public managers to set clearer goals for 
the staff, which brings performance renegotiation and goal resetting (Marsden, 2009). 
Although some empirical studies find support for the use of PFP (Stazyk, 2013), schol-
ars indicate that PFP practices in the public sector are in general less effective than 
those in the business sector, and one of the most important reasons is the small size of 
payment (Kellough & Lu, 1993; Perry et al., 2009). The small payment is first 
accounted for by the small budget that public organizations have to work with. Second, 
public organizations are expected to be responsible stewards of public monies and 
resources, and giving out generous payments to reward public servants for perfor-
mance may evoke outrage and backlash from the public (Miller & Whitford, 2007). 
Finally, institutional rules embedded in the rigid budget system further constrain PFP 
by enforcing pay increments that are not commensurate with the requirements advo-
cated by reinforcement theory (Gaertner & Gaertner, 1985; Perry et al., 2009). Similar 
to the public sector, nonprofits also face relatively (compared with the business sector) 
limited budget and social expectation on stewardship. In this regard, we expect a 
smaller size of PFP in nonprofits as well.

In addition to the prevalence of a smaller size of performance payment, a more 
critical issue concerns whether a small size causes a unique impact in the public and 
nonprofit sectors. This concern is grounded in the different work values that public 
and nonprofit employees have. As a result of self-selection and socialization (De 
Cooman et al., 2009), public and nonprofit employees are in general less aggressive 
and materialistic than business employees (Boyne, 2002; Rainey, Traut, & Blunt, 
1986). Comparatively, enterprise workers place a greater emphasis on high pay, 
power, and prestige, whereas public and nonprofit employees care more about the 
intrinsic nature of work, such as whether the work is intellectually stimulating, chal-
lenging, and interesting (Frank & Lewis, 2004; Lyons, Duxbury, & Higgins, 2006). 
In addition, they have stronger prosocial tendencies and PSM than business employ-
ees (Houston, 2011; Steijn, 2008; Wittmer, 1991). Prosocial individuals tend to 
choose a public career, a nonprofit career, or jobs that emphasize service (Christensen 
& Wright, 2011; Tschirhart, Reed, Freeman, & Anker, 2008; Vandenabeele, 2008). If 
they mistakenly choose the business sector, a possible outcome is switching into the 
service sector or obtaining a service-based job (Tschirhart et al., 2008; Wright & 
Christensen, 2010).

Compared with business employees, their public and nonprofit peers in general 
have stronger prosocial and intrinsic motivations, and the two motivations are major 
sources of their work motivation and morale. However, PFP crowds out intrinsic 
motivation and prosocial motivation (Georgellis et al., 2011; Moynihan, 2008; 
Weibel et al., 2010). Should we expect a more obvious crowding-out effect and a 
more significant net loss of work motivation when a small size of PFP is introduced 
in the public and nonprofit sectors? If so, related to this question, do public and 
nonprofit employees have a higher standard on “pay enough” in performance pay-
ment? Or alternatively, should we expect less net loss of work motivation and effort 
because their built-in intrinsic motivation is strong? The present study tries to answer 
these questions.
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Data and Variables

The present study asks how the size of PFP affects employees’ work motivation. Does 
small payment motivate or demotivate employees? More precisely, does “a little is 
better than zero” or “pay enough or don’t pay at all” make more sense? In addition, 
does this relationship differ across the public, private, and nonprofit sectors? To answer 
the questions, I analyze pooled data from the U.S. General Social Survey (GSS) in the 
years of 2002, 2006, and 2014. GSS is a highly reputable series of surveys conducted 
by the National Opinion Research Center (NORC) of the University of Chicago. GSS 
has a nationwide scope that covers respondents from all job/industries across the sec-
tors. In total, the sample size available for analysis is N = 3,450, in which 74% of the 
respondents were from the business sector, 18% from the public sector, and 8% from 
the nonprofit sector.

The main independent variable, the size of PFP, is first based on the question: “the 
approximate total dollar value of performance-based payments, such as individual/
group bonuses or gain sharing, in the last year.” However, using the absolute value of 
performance payment may reduce precision because performance payments are related 
to people’s income (high-income people usually earn more performance payments). 
Thus, instead of using the absolute value of performance payment, the present study 
uses “performance payment/personal income ratio” for analysis. The approach of dif-
ferentiating absolute value from relative value has been employed in prior studies that 
examine the impact of pay change (Gardner, Dyne, & Pierce, 2004). Employees’ 
actual income in GSS is an ordinal variable where below 1,000 = 1, 1,000-2,999 = 2  
. . . 6,000-6,999 = 6 . . . 10,000-14,999 = 9 . . . 20,000-24,999 = 11, and 25,000 or 
above = 12. To calculate the size of PFP, I first selected the median value of each 
income category. For example, 500 is chosen for the first category (below 1,000), 6500 
for the range between 6,000 and 6,999, and 27,500 for the last category (25,000 or 
above). Following this step, I had the total dollar value of performance-based pay-
ments divided by the median value of its respective income category. Therefore, the 
size of performance payment in this study should be interpreted as “performance pay-
ment/personal income ratio.”

The present study addresses how the size of PFP affects work morale. Work morale 
is first reflected in individual behavior, such as work effort (Rainey, 2009). The item 
“How many hours did you work last week?” is chosen to measure respondents’ work 
effort. In addition to behavior, scholars often use work attitudes as a proxy to under-
stand employees’ work motivation (Rainey, 2009). The most commonly used work 
attitude in PFP research is job satisfaction (e.g., Green & Heywood, 2008), which is 
measured with an ordinal item (1 = strongly disagree; 4 = strongly agree) “All in all, 
how satisfied would you say you are with your job?” In addition to job satisfaction, 
scholars also prefer organizational commitment and trust in management in PFP stud-
ies (Perry et al., 2009). The ordinal item (1 = strongly disagree; 4 = strongly agree) “I 
am proud to be working for my employer,” an item commonly used in organizational 
commitment studies (Timmerman, 2016), is adopted in the preset study. The ordinal 
item (1 = strongly disagree; 4 = strongly agree) “I trust the management at the place 
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where I work” is used to measure trust in management. Finally, Green and Heywood 
(2008) remind us to pay attention to the intention to quit in PFP studies, as it is a con-
sequence of all important work attitudes. The intention to quit/stay is measured with 
an ordinal item (1 = very likely; 3 = not at all likely) “How likely is it you will make a 
genuine effort to find a new job with another employer within the next year?”

This study controls for the following demographic variables: age (continuous), 
gender (male = 1; female = 0), race (White = 1; nonwhite = 0), education (ordinal),3 
marital status (yes = 1; no = 0), number of children (count), and occupational prestige 
(continuous).4 Work arrangement (1 = standard; 0 = nonstandard) is an important con-
trol variable as nonstandard arrangement, except independent contractors, is often 
considered as “bad jobs” in the United States (Kalleberg, 2011). Negative experiences 
in discrimination due to age, race, and gender (a count variable, the summation of 
three dichotomous variables yes = 1; no = 0) may affect work attitudes and work effort 
as well. Finally, this study uses pooled data from the years of 2002, 2006, and 2014. 
Therefore, the year of 2002 is used as the base, and the year of 2006 and the year of 
2014 (two dichotomous variables) are entered into the models separately. Please refer 
to Table 2 for descriptive statistics.

Analyses

The major difference between “one is better than zero” and “pay enough or don’t pay 
at all” lies in their respective views on the impact of a small performance payment. 

Table 2. Descriptive Statistics.

Whole  
(N = 3,450)

Business  
(n = 2,553)

Public + 
Nonprofit 

(NPO) (n = 897) Min/Max

Pay-for-performance size 0.02 (0.22) 0.03 (0.26) 0.01 (0.04) 0/9.09
Working hours 41.95 (14.37) 42.14 (14.84) 41.69 (14.31) 1/89
Job satisfaction (1) 3.35 (0.75) 3.32 (0.76) 3.42 (0.71) 1/4
Trust in management (2) 3.05 (0.82) 3.07 (0.83) 2.96 (0.82) 1/4
Pride working for the organization (3) 3.27 (0.67) 3.25 (0.69) 3.31 (0.63) 1/4
Intention to stay (4) 2.44 (0.77) 2.41 (0.78) 2.53 (0.75) 1/3
(1) + (2) + (3) + (4) 12.11 (2.25) 12.05 (2.33) 12.22 (2.07) 4/15
Social prestige scores 43.95 (13.85) 43.11 (13.30) 51.16 (14.05) 16/86
Marital status (yes = 1; no = 0) 0.47 (0.50) 0.48 (0.50) 0.51 (0.50) 0/1
Number of children 1.85 (1.67) 1.55 (1.49) 1.64 (1.43) 0/8
Age 47.38 (17.19) 41.41 (13.12) 44.32 (12.92) 18/89
Education 1.56 (1.20) 1.57 (1.10) 2.21 (1.28) 0/4
Gender (male = 1; female = 0) 0.55 (0.50) 0.47 (0.50) 0.64 (0.48) 0/1
Race (White = 1; non-White = 0) 0.75 (0.43) 0.76 (0.42) 0.75 (0.43) 0/1
Nonstandard work (yes = 1; no = 0) 0.20 (0.40) 0.24 (0.43) 0.10 (0.29) 0/1
Current job tenure 7.53 (8.67) 6.74 (8.24) 9.02 (8.82) 0.25/67
Discrimination experience 0.19 (0.50) 0.18 (0.48) 0.26 (0.58) 0/3

Note. Mean values reported; standard deviations in parentheses.
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Table 4. t Tests for Working Hours: Paying Zero Versus Paying a Little (0%-2%).

(a) PS = 0% (b) 0 < PS ≤ 2% (b) – (a) p

Whole 42.13 44.76 2.63 .06
Business 42.20 45.86 3.66 .03
Public-nonprofit 41.96 41.63 −0.33 .90

Note. PS = pay-for-performance size.

While the former view suggests that small payment can make a positive impact on 
employee work effort and attitudes, the latter suggests the opposite. Therefore, analy-
ses in this section focus on the impact of small payment, especially the comparison 
between small payment and zero payment. Working hours and work attitudes will be 
analyzed separately.

Working Hours

Table 3 reports how working hours vary according to the increase in the size of PFP. 
On the very left of Table 3 is the mean value of working hours when the size of PFP is 
zero. The mean value is 42.13 in the whole sample, 42.20 in the business sector sam-
ple, and 41.96 in the public-nonprofit sector sample. An additional test also shows that 
there is no significant difference across the samples (p < .39) when payment is zero. 
When PFP is present with a small amount of payment (0%-2% of employees’ annual 
salary), working hours increase from 42.13 to 44.76 (p < .06) in the whole sample as 
shown in the results of t tests in Table 4, very close to the level of α = .05. In the busi-
ness sector sample, the increase is even more significant, from 42.20 to 45.86 (p < 
.03). There is no significant change in working hours in the public-nonprofit sample 
when a small size of performance payment is introduced (from 41.96 to 41.63, p < 
.90). However, it does not mean the increase in monetary reward fails to enhance 

Table 3. The Change of Working Hours Along With the Increase of PS.

Sample PS = 0%

PS > 0%

0%-2% 2%-4% 4%-6% 6%-10% 10%-15% 15%-25% 25%-50%
Over 
50%

Whole

 M 42.13 44.76 46.00 46.54 48.19 47.57 48.50 47.90 51.38
 n 3,102 104 51 24 36 35 39 31 34
Business
 M 42.20 45.86 46.89 46.92 48.03 47.07 46.89 48.07 51.38
 n 2,284 77 36 13 29 29 29 26 34
Public-nonprofit
 M 41.96 41.63 43.87 46.09 48.86 50.00 48.20 47.00 NA
 n 818 27 15 11 7 6 10 5 NA

Note. PS = pay-for-performance size.
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public and nonprofit employees’ working hours. As Table 3 reports, their working 
hours increase to 43.87 and 46.09 when the payment rises to 2% to 4% and 4% to 6%, 
respectively, far exceeding the mean value when payment is zero. More precisely, 
when the size of PFP increases, working hours also rise gradually. Therefore, I con-
ducted another set of t tests that compare working hours when payment is zero and 
when payment is greater than zero. The results in Table 5 further show that, on aver-
age, working hours are significantly longer when performance payment is present 
(3.14 hr longer, p < .05). The differences are even more significant in the whole sam-
ple (4.85 hr longer, p < .00) and the business sector sample (5.34 hr longer, p < .00). 
Therefore, compared with the view of “pay enough or don’t pay at all,” the view of “a 
little is better than zero” can better explain how a small size of PFP affects employees’ 
working hours across the sectors. Compared with public and nonprofit employees, 
their business sector peers are even more sensitive to a small size of payment.

Ordinary least squares (OLS) regression with several control variables is employed 
to more clearly delineate how the size of PFP affects employees’ working hours across 
the sectors. Results are reported in Table 6.5 In Model 1 (M1), the positive and signifi-
cant coefficient of payment size implies that the relationship between payment size 
and working hours is linear: Working hours increase as long as the size of payment 
rises. In Model 2 (M2), both sector (a dichotomous variable, public-nonprofit = 1 and 
business = 0) and the interactive term (Sector × Payment Size) are entered into the 
model. A statistically significant coefficient of payment size means that the aforemen-
tioned linear relationship still holds in the private sector example. A statistically insig-
nificant coefficient of the interactive term implies that the positive impact of 
performance payment on working hours does not differ significantly across the sec-
tors. In sum, findings from OLS regression further endorse the view of “a little is bet-
ter than zero” in explaining the impact of performance payment on employees’ work 
effort (working hours).

Regarding control variables, many of them are statistically significant. For exam-
ple, social prestige scores, current job tenure, and discrimination all positively predict 
working hours. It should not be surprising that people with a high social status tend to 
work longer due to their heavier responsibilities. Current job tenure reflects one’s 
commitment to the job as well as the organization to a great extent, so it is also reason-
able that current job tenure positively predicts working hours. However, it is quite 
counterintuitive that the experience of discrimination is related to working hours posi-
tively. Does this imply that individuals who have experienced discrimination (due to 

Table 5. t Tests for Working Hours: Paying Zero Versus Paying Greater Than Zero.

(a) PS = 0% (b) PS > 0% (b) – (a) p

Whole 42.13 46.98 4.85 0.00
Business 42.20 47.54 5.34 0.00
Public-Nonprofit 41.96 45.10 3.14 0.05

Note. PS = pay-for-performance size.
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age, gender, and disability), compared with others, have an even stronger desire to 
prove their capability? More evidence is required to answer this question. Other vari-
ables such as age, gender, and nonstandard work status negatively predict working 
hours. Indeed, elder people and female employees, due to physical constraints and 
social expectations, may work shorter hours. As a part of their work nature, nonstan-
dard workers such as on-call workers and temporary workers need not work long 
hours.

Work Attitudes

The second major outcome variable is work attitude. As mentioned, four work atti-
tudes are considered in the present study: job satisfaction, organizational commitment, 
trust in management, and the intention to stay. Similar to working hours, the analysis 
begins with cross-tabulation showing how work attitudes vary according to the change 
of PFP size. Due to the concern for statistical parsimony, I created an index variable by 
summing up the four items and report the results in Table 7.

On the very left of the Table 7 are the mean values of work attitudes when perfor-
mance payment is zero. The mean values are 12.10, 12.05, and 12.27 in the whole 
sample, business sample, and public-nonprofit sample, respectively. Public and 

Table 6. OLS Regression: Working Hours as DV.

Model 1 Model 2

PS 2.81* (0.01) 2.61* (0.02)
Sector — −1.17* (0.05)
PS × Sector — 14.67 (0.38)
Social prestige scores 0.14** (0.00) 0.15** (0.00)
Marital status 0.31 (0.54) 0.33 (0.53)
Number of children −0.26 (0.18) −0.24 (0.21)
Age −0.12** (0.00) −0.11** (0.00)
Education −0.17 (0.51) −0.11 (0.67)
Gender −6.98** (0.00) −6.87** (0.00)
Race 0.80 (0.17) 0.71 (0.23)
Nonstandard work −4.23** (0.00) −4.40** (0.00)
Current job tenure 0.17** (0.00) 0.17** (0.00)
Discrimination 1.37** (0.01) 1.40** (0.00)
Year of 2006 0.16 (0.76) 0.15 (0.77)
Year of 2014 1.08 (0.17) 1.13 (0.16)
Constant 43.41** (0.00) 43.27** (0.00)
n 3,173 3,163
R2 .111 .111
Adjusted R2 .107 .107

Note. OLS = ordinary least squares; DV = dependent variable; PS = pay-for-performance size.
†p < .10. *p < .05. **p < .01.
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Table 8. t Tests for Work Attitudes: Paying Zero Versus Paying Less Than 2%.

(a) PS = 0% (b) 0 < PS ≤ 2% (b) – (a) p

Whole 12.10 11.50 −0.60 .01
Business 12.05 11.32 −0.73 .01
Public-nonprofit 12.27 11.95 −0.32 .43

Note. PS = pay-for-performance size.

nonprofit employees’ work attitudes are more positive than those of business employ-
ees when performance payment is zero, and the difference is statistically significant  
(p < .01). One of the explanations is that public and nonprofit employees’ higher 
intrinsic motivation contributes to better work attitudes. However, when a small size 
of performance payment is introduced (0%-2%), work attitudes immediately drop 
across the samples. The t tests in Table 8 further confirm that changes in the whole 
sample (from 12.10 to 11.50, p < .01) and the business sector sample (from 12.05 to 
11.32, p < .01) are statistically significant. After this sharp drop, work attitudes gradu-
ally rise along with the increase of payment size. In the whole sample, when payment 
size is 6% to 10%, the mean value of work attitudes starts to exceed 12.10, the mean 
value when the payment is zero. In groups where payment size is greater than 10%, the 
mean values of work attitudes are consistently above 12.10 with a rather steady 
increase. The business sector sample follows the same pattern. Therefore, the impact 
of a small performance payment on work attitudes is better explained by “pay enough 
or don’t pay at all.” Paying little can cause the worst case scenario.

When small payment is introduced (0%-2%) in the public-nonprofit sample, the 
decrease in work attitudes is not statistically significant (from 12.27 to 11.95, p < .43). 
However, it does not necessarily mean that there is no detrimental effect when perfor-
mance payment is too little. It is noticeable that the mean value of work attitudes keeps 
dropping with the increase in payment and it is the lowest when the payment size 
reaches 10% to 15%. In this regard, I conducted a t test that compares work attitudes 

Table 7. The Change of Work Attitudes Along With the Increase of PS.

Sample PS = 0%

PS > 0%

0%-2% 2%-4% 4%-6% 6%-10% 10%-15% 15%-25% 25%-50% Over 50%

Whole
 M 12.10 11.50 11.64 11.75 12.32 12.11 12.37 12.38 13.07
 n 2,980 86 37 20 31 27 24 21 28
Business
 M 12.05 11.32 11.77 11.80 12.46 12.29 12.43 12.21 13.07
 n 2,212 63 26 10 26 24 14 19 28
Public-nonprofit
 M 12.27 11.95 11.36 11.70 11.60 10.67 12.30 14.00 NA
 n 768 23 11 10 5 3 10 2 NA

Note. PS = pay-for-performance size.
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when payment is zero and when payment is greater than 0 but ≤15%, as Table 9 shows. 
A statistically significant p value (p < .03) implies that giving performance reward in 
the public and nonprofit sectors should also follow the golden rule of “pay enough or 
don’t pay at all,” although “pay enough” may be interpreted differently across the sec-
tors. In the business sector, according to an earlier analysis, as long as the payment size 
reaches 6% to 10%, employees’ work attitudes can be expected to improve reasonably, 
compared with the situation when payment is zero. In the public and nonprofit sectors, 
the size of performance payment should reach at least 15% to 25%. The mean value of 
work attitudes in this payment group is 12.30, slightly higher than the mean value when 
payment is zero (12.27). In other words, what that constitutes “pay enough”—that is, a 
performance payment that is sufficiently large to enhance work attitude—is much 
greater in the public and nonprofit sectors.

Regression is employed to more clearly demonstrate how PFP size influences 
employees’ work attitudes. The dependent variable, work attitudes, is an index vari-
able (summation of four items). Although OLS regression is an acceptable method, the 
present study uses Tobit regression as it considers left- and right-censoring limits (the 
left-censoring limit is 4 and the right-censoring limit is 15 in the present study) and 
accordingly renders more precise estimation (Chen & Bozeman, 2012). In addition, 
because “pay enough or don’t pay at all” implies a U-shape curve of work attitudes, 
polynomial regression is considered (Kleinbaum, Kupper, Muller, & Nizam, 2008).

Regression results are reported in Table 10. In the whole sample, as shown in earlier 
analyses, there is a sudden drop of work attitudes when a small size of performance 
payment (0%-2%) is introduced, and following this sudden drop is steady improve-
ment of work attitudes along with the increase of performance payment. In this regard, 
the relationship between PFP size and work attitudes is neither a U-shaped curve nor 
a straight line, but instead a combination of both. To model the sudden drop of work 
attitudes, I employed polynomial regression and exclude all observations when the 
payment size is greater than 3%, a value slightly higher than 2%. Setting up this limit 
permits researchers to examine the turning point when payment size is small. Results 
in M1 show that both a1  and a2  are statistically significant. In addition, a1  is negative 
whereas a2  is positive, an indication of a U-shaped curve. The turning point is approx-
imately 0.01 (1%) in M1: y x x= − +9 53 126 28 5322 14 2. . . , a result quite similar to 
mean statistics.6 Therefore, I conducted the second regression analysis, a linear model, 
by excluding all observations when the size of performance payment is smaller than 
1%. A positive and statistically significant coefficient of payment size in M2 shows 
that the impact of payment size on work attitudes is linear when payment size is greater 
than 1%. Basically, steps taken to examine the business sector data are identical to the 

Table 9. t Tests for Work Attitudes: Paying Zero Versus Paying Less Than 15%.

(a) PS = 0% (b) 0 < PS ≤ 15% (b) – (a) p

Public-nonprofit 12.27 11.67 −0.60 .03

Note. PS = pay-for-performance size.
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ones for the whole sample, and the results in M3 and M4 are similar to those in M1 and 
M2, respectively.

In the public-nonprofit sample, the greatest value of payment size is 44%. According 
to Table 7, a possible turning point of a polynomial model may fall in between the pay-
ment size of 10% and 15%. As a result, different from earlier analyses that require an 
additional linear regression model in the whole sample and the business sector sample, 
a polynomial model will suffice in the public-nonprofit sample.7 Results in Model 5 
( y x x= − +10 57 15 37 66 31 2. . . ) show that both a1  and a2  are statistically significant, 
and in addition, a1  is negative whereas a2  is positive, indicating that the curve is 
U-shaped. The turning point is approximately 13%. However, an ideal PFP size is much 
larger than 13%. The mean value of work attitudes is 12.27 when payment is zero. 
When y = 12.27 in the model of y x x= − +10 57 15 37 66 31 2. . . , x is approximately 30%. 
In other words, PFP in the public and nonprofit sectors will not improve work attitudes 
unless the size exceeds 30%. The result is also quite similar to mean statistics in Table 
7, which shows that the mean value is 12.30 when payment size reaches 15% to 25%. 
That is, an ideal size of payment should be greater than 25%. Either 30% or 25% is 
much larger than the ideal size in the private sector (approximately 10%).

Table 10. Tobit Regression: Work Attitudes as DV.

Whole Business
Public-

nonprofit

 
Model 1  

(PS ≤ 3%)
Model 2  

(PS > 1%)
Model 3  

(PS ≤ 3%)
Model 4  

(PS > 1%)
Model 5  

(full)

PS −126.28* (0.03) 0.56* (0.03) −127.17† (0.07) 0.53* (0.05) −15.37* (0.01)
PS square 5322.14* (0.05) — 5624.35† (0.09) — 66.31** (0.00)
Social prestige 

scores
0.02** (0.00) 0.00 (0.89) 0.03** (0.00) 0.00 (0.95) 0.01 (0.40)

Marital status 0.19* (0.04) 0.02 (0.94) 0.10 (0.39) 0.29 (0.44) 0.36* (0.02)
Number of 

children
0.10* (0.01) −0.01 (0.96) 0.11* (0.01) −0.04 (0.76) 0.04 (0.49)

Age 0.03** (0.00) 0.02 (0.18) 0.03** (0.00) 0.02 (0.24) 0.02** (0.00)
Education 0.02 (0.60) −0.02 (0.87) 0.01 (0.82) −0.08 (0.67) 0.04 (0.61)
Gender 0.22* (0.02) 0.48 (0.13) 0.21* (0.05) 0.53 (0.18) 0.27† (0.09)
Race 0.56** (0.00) 0.38 (0.31) 0.61** (0.00) −0.09 (0.86) 0.49* (0.01)
Nonstandard 

work
0.86** (0.00) 0.69 (0.16) 1.03** (0.00) 0.89 (0.11) −0.01 (0.96)

Current job 
tenure

0.02* (0.01) 0.00 (0.81) 0.02** (0.00) 0.03 (0.29) 0.00 (0.65)

Discrimination −1.24** (0.00) −1.02** (0.00) −1.18** (0.00) −0.91* (0.04) −1.35** (0.00)
Year of 2006 −0.11 (0.22) −0.54 (0.18) −0.15 (0.17) −0.23 (0.62) −0.05 (0.75)
Year of 2014 −0.04 (0.82) −0.09 (0.81) −0.08 (0.68) −0.11 (0.79) 0.14 (0.54)
Constant 9.53** (0.00) 10.96** (0.00) 9.26** (0.00) 11.29** (0.00) 10.57** (0.00)
n 3,045 228 2,245 176 825
χ2 526.96 27.00 406.28 18.10 147.85
p > χ2 0.000 0.012 0.000 0.153 0.000

Note. DV = dependent variable; PS = pay-for-performance size.
†p < .10. *p < .05. **p < .01.
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Most controls are significantly correlated with work attitudes, according to results 
in the whole sample (M1). As expected, the experience of discrimination is negatively 
correlated with work attitudes. Meanwhile, many factors are positively correlated with 
work attitudes, such as social prestige scores, marital status, number of children, age, 
gender (male), race (white), current job tenure, and the status of nonstandard work 
arrangement. It is quite surprising that the status of nonstandard work has positive 
impact on work attitudes. Perhaps independent contractors, compared with other types 
of nonstandard workers, are more satisfied with their jobs.

Discussion

Most empirical studies of PFP investigate whether the presence of monetary reward 
affects employees’ work morale. The present study addresses the significance and 
impact of the size of performance payment, an issue that is often ignored in prior stud-
ies. Two outcome variables, working hours and work attitudes, are selected to capture 
employees’ morale. A summary of findings is provided in Table 11. According to Table 
11, two major findings require more extensive discussion.

First, employees’ work attitudes (including job satisfaction, organizational commit-
ment, trust in management, and the intention to stay) and behaviors are inconsistent 
when a small size of payment is introduced: There is a sudden drop of work attitudes, 
but a significant increase of working hours. Is it reasonable that employees work 
harder (longer hours) but less happily (poor attitudes) when they receive a small size 
of performance payment? Typically, attitude and behavior in many cases are consis-
tent. For example, poor job satisfaction and counterproductive behavior often occur 
simultaneously (Robbins & Judge, 2017). However, in some cases, attitude is not in 
line with behavior. For example, cognitive dissonance happens when individuals per-
ceive contradictions between their attitudes and behavior (Festinger, 1957), and 
accordingly, they change their attitudes to reduce dissonance.

In the present study, different from experiments by Gneezy and Rustichini (2000) 
where participants were informed of the reward size prior to the experiments, employees 

Table 11. Summary of Findings.

DV Sample Findings How much is desired?

Working hours Whole A little is better than zero  
Business A little is better than zero  
Public-nonprofit A little is not worse than 

zero
 

Work attitudes Whole Pay enough or don’t pay 
at all

Approximately 10%

Business Pay enough or don’t pay 
at all

Approximately 10%

Public-nonprofit Pay enough or don’t pay 
at all

Approximately 25%-
30%
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are aware that the size of future performance payment is never isolated from their current 
effort. As a result, although a small size of performance payment compromises employ-
ees’ current work attitudes, they may still work hard for better performance payment in 
the coming year. Does this finding imply that managers are encouraged to use a small 
size of performance payment? The answer is still inconclusive. Apparently, effort is not 
the managers’ only concern. Work attitudes are critical antecedents of performance, but 
performance, another crucial outcome variable, is unavailable in the present study. We 
need more evidence to answer whether more effort can lead to higher performance when 
employees have poor attitudes.

Second, the type of sector (i.e. public, nonprofit, or private) that employees 
belong to matters, especially regarding the negative impact of small payment on 
work attitudes. Indeed, “pay enough or don’t pay at all” appears across the business, 
public, and nonprofit sectors, but the ideal size in the public and nonprofit sectors is 
much greater than that in the business sector. This finding is in line with both theory 
and existing empirical evidence. Compared with their business sector peers, public 
and nonprofit employees exhibit a stronger desire for intrinsic rewards, such as the 
chance to make a difference to the society (Bullock, Stritch, & Rainey, 2015; Lyons 
et al., 2006). It is reflected in their stronger work morale when performance payment 
is zero, as shown in Table 7. However, it also implies (a) a greater loss of intrinsic 
motivation in the public and nonprofit sectors when performance payment is intro-
duced, and (b) the need for an even larger size of monetary reward so as to induce an 
augmentation of extrinsic motivation that is great enough to compensate the loss of 
intrinsic motivation.

What can practitioners learn from this finding? In the GSS sample used for this 
study, only eight out of 897 employees received performance payment over 20% in the 
public-nonprofit sample, and the greatest size is 44%. In other words, perhaps due to 
budgetary constraints, amid other reasons, it is quite difficult to monetarily motivate 
public and nonprofit employees with an ideal size of performance payment. In addi-
tion, even if organizations can afford such a huge size of payment, money still under-
mines the prosocial and altruistic nature of public and nonprofit work. As Sandel 
(2012) infers from Gneezy and Rustichini’s (2000) experimental result, not paying at 
all is even better than paying enough in cases where the desired activities are expected 
to be altruistic or prosocial.

So, what are possible alternatives if PFP is not an effective tool in the public and 
nonprofit sectors? In fact, there are various methods that public managers can use to 
enhance and maintain employees’ intrinsic motivation. Focusing on rewards, verbal 
praise presented in a nonjudgmental manner, as compared with money, is less likely to 
impose control and reduce intrinsic interest (Eisenberger & Cameron, 1996). Instead, it 
promotes perceived supervisory support and crowds in autonomous motivation. In 
cases where managers still prefer material rewards, increasing base pay is probably less 
controlling than giving PFP that is contingent on individual performance (Frey & 
Osterloh, 2005). Evidence supports that the level of base pay, not the level of perfor-
mance pay, is positively related to both self-reported work performance and affective 
commitment (Kuvaas, 2006). Recently, some scholars argue that pay-for-ability 
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contracts, compared with PFP ones, attract better workers at lower cost (Banuri & 
Keefer, 2015). More importantly, it is not on a contingent basis, thus not likely to result 
in motivation crowding.

Material reward is not limited to money. Andersen and her colleagues (2012) find 
that people high in PSM are more interested in health care packages than performance 
payments. If attracting and retaining public service motivated people is an important 
goal, improving health insurance packages is more effective than giving performance 
pay. Of course, methods used to maintain employee intrinsic motivation are not lim-
ited to rewards. Training and mentoring programs that provide opportunities for 
employees to update their skills and knowledge can improve their perceived compe-
tence and, accordingly, help them internalize extrinsic work values. Assigning difficult 
and specific goals to employees, according to goal-setting theory (Locke & Latham, 
1990), also improves people’s perceived self-efficacy, which in turn contributes to 
higher levels of intrinsic motivation.

Future Research Directions

Scholars have conducted ample research that examines whether the adoption of PFP 
affects various perceptional, motivational, and behavioral outcomes, but much less 
effort is expended to explore the impact of performance payment size. This study 
explores how PFP size affects employees’ work effort and attitudes. Linking payment 
size to multiple outcome variables, particularly performance, is one of the many future 
directions.

Another direction concerns methodology. The present study uses variables from 
GSS, an existing cross-sectional dataset, to test whether the size of performance 
payment affects employees’ perceived quality of working life. Technically, causal 
inference should be avoided if the data nature is cross-sectional, but the manner in 
which GSS is designed (asking respondents to report current working conditions 
and performance payment received in the last year) mitigates the concerns for 
causality and endogeneity to a large extent. Despite this, cross-sectional data do 
not allow researchers to test the change of outcome variables before and after 
employees receive performance payment. For example, in the present study, it is 
more desirable if one can control for before-the-fact perceived quality of working 
life and test the impact of performance payment on the before–after change. In this 
case, a pretest–posttest quasi-experiment (Wellington & Szczerbinski, 2007) will 
make the inference more precise.

Variable measurement can be improved as well. Regarding the amount of pay-
ment, GSS does not differentiate individual-based payment from group-based 
payment. Although the individual-group distinction is not a core theme in the 
claim of “pay enough or don’t pay at all,” it will be interesting to compare the 
impacts of the two types of performance pay. In theory, compared with group-
based or organization-based profit sharing, individual-based PFP creates much 
stronger external control that erodes one’s perceived autonomy and leads to 
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stronger motivation crowing effect (Gagné & Forest, 2008). Finally, in addition 
to the actual PFP size, the perception of PFP size may also affect work motiva-
tion. According to social comparison theory (Chen & Bozeman, 2014; Festinger, 
1954), what determines work outcomes is the perceived pay size in relation to 
others. Testing the impact of perceived PFP size instead of actual size is an inter-
esting approach as well.

In sum, the present study provides new evidence of PFP and contributes to motiva-
tion theory by showing that “a little is better than zero” can more adequately explain 
the impact of performance payment size on work effort, whereas “pay enough or don’t 
pay at all” is more suitable for the impact on work attitudes. Instead of being contra-
dictory, the two views complement each other. When small performance payment is 
introduced, employees’ poorer work attitudes and stronger work effort can be expected. 
Managers are also reminded that enhanced work effort along with small payment may 
not be enough, as work attitudes also determine actual performance. More evidence 
that links PFP size to performance is required. This article is just a start of many incre-
mental steps.

Appendix A. OLS Regression for Working Hours: Comparing a Linear Model and a 
Polynomial Model (Full Sample).

Model 1 Model 2

PS 2.81* (0.01) 7.03** (0.01)
PS square — −0.66† (0.06)
Social prestige scores 0.14** (0.00) 0.14** (0.00)
Marital status 0.31 (0.54) 0.32 (0.53)
Number of children −0.26 (0.18) −0.26 (0.17)
Age −0.12** (0.00) −0.12** (0.00)
Education −0.17 (0.51) −0.18 (0.47)
Gender −6.98** (0.00) −6.95** (0.00)
Race 0.80 (0.17) 0.76 (0.20)
Nonstandard work −4.23** (0.00) −4.22** (0.00)
Current job tenure 0.17** (0.00) 0.17** (0.00)
Discrimination 1.37* (0.01) 1.36* (0.01)
Year of 2006 0.16 (0.76) 0.18 (0.73)
Year of 2014 1.08 (0.17) 0.95 (0.23)
Constant 43.41** (0.00) 43.42** (0.00)
n 3,173 3,173
R2 .111 .112
Adjusted R2 .107 .108

Note. OLS = ordinary least squares; PS = pay-for-performance size.
†p < .10. *p < .05. **p < .01.



138 Public Personnel Management 47(2) 

Declaration of Conflicting Interests

The author(s) declared no potential conflicts of interest with respect to the research, authorship, 
and/or publication of this article.

Funding

The author(s) received no financial support for the research, authorship, and/or publication of 
this article.

Notes

1. To be precise, they find that pay-for-performance (PFP) fails in most traditional public 
sector settings, but can be successful in the medical context. Evidence from the regula-
tory and financial sectors is generally divisive. Results for education and public safety 
lay in between those for the medical and financial sectors. In cases when PFP fails in the 
public sector, scholars first attribute it to difficult performance measurement. Excessive 
goal ambiguity (Chun & Rainey, 2005; Jung, 2014) and public servants’ role conflicts 
(Tummers, Vermeeren, Steijn, & Bekkers, 2012) can make performance standards hard 
to determine, and accordingly result in employees’ attempts to game the PFP system 
(Heinrich, 2007; Langbein, 2008). PFP is more likely to succeed at lower organizational 

Appendix B. OLS Regression for Work Attitudes: Comparing a Linear Model and a 
Polynomial Model (Public + Nonprofit Sample).

Model 1 Model 2

PS 0.60 (0.79) −13.48* (0.01)
PS square — 56.82** (0.00)
Social prestige scores 0.00 (0.43) 0.00 (0.45)
Marital status 0.30* (0.03) 0.32* (0.02)
Number of children 0.03 (0.56) 0.03 (0.59)
Age 0.02** (0.00) 0.02** (0.00)
Education 0.05 (0.39) 0.06 (0.37)
Gender 0.23† (0.10) 0.22† (0.10)
Race 0.46** (0.00) 0.42* (0.01)
Nonstandard work −0.02 (0.92) −0.04 (0.88)
Current job tenure 0.00 (0.93) 0.00 (1.00)
Discrimination −1.22** (0.00) −1.24** (0.00)
Year of 2006 −0.06 (0.65) −0.05 (0.73)
Year of 2014 0.11 (0.59) 0.20 (0.31)
Constant 10.62** (0.00) 10.65** (0.00)
n 825 825
R2 .167 .175
Adjusted R2 .154 .161
∆R2 — .008**

Note. OLS = ordinary least squares; PS = pay-for-performance size.
†p < .10. *p < .05. **p < .01.
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levels, where only rudimentary skills are required and performance standards are more 
clearly defined (Mavor & Broderick, 1991).

2. A less common situation is motivation crowding in. This happens when individuals perceive 
the rewards as supportive instead of controlling. In the case of public sector PFP, crowding 
in is less likely than crowding out as existing job security and stable income make contingent 
performance reward less necessary. In addition, perceived inequity originating from difficult 
performance measurement can decrease the possibility of crowding in.

3. Education is an ordinal variable where less than high school = 0, high school = 1, associate/
junior college = 2, bachelor’s = 3, and graduate = 4.

4. Occupational prestige is measured by asking respondents to rank a sample of occupa-
tional titles with respect to the occupation’s “general standing.” The occupational prestige 
scores in U.S. General Social Survey (GSS) rely on the National Opinion Research Center 
(NORC) prestige scale by putting together occupational prestige ratings from several pres-
tige surveys (Stevens & Hoisington, 1987). The 1989 NORC survey was the first to collect 
evaluations for all occupational categories at one time. In this survey, a total of 740 occu-
pational titles were selected to ensure reasonable coverage of the 503 detailed occupational 
categories of the 1980 census classification system. These titles were rated by a sample of 
1,166 respondents, each of whom rated 110 occupations. Since then, prestige scores have 
remained quite stable. For example, the prestige score in the 2014 GSS is 70.45 for chief 
executive or general administrator, public administration; 69.22 for manager, medicine and 
health; 78.30 for postsecondary science teachers. Regarding low-end jobs, for example, the 
score is 29.38 for sales workers, 15.84 for news vendors, and 18.67 for protective service 
(guards).

5. Despite not being a major concern in the present study, the impact of PFP size on working 
hours may decrease marginally due to people’s limited working hours per day. The result 
of polynomial regression in Appendix A confirms this view. Polynomial regression was not 
conducted along with moderation analysis in Table 6 because interpreting interactive terms 
is difficult.

6. This finding is quite similar to mean statistics. The mean value of work attitudes is 11.46 
when the size of performance payment is 0% to 1%, an even lower value than 11.53 when 
the size is 1% to 2%.

7. To better understand whether polynomial regression is a suitable method, in Appendix B, 
I further compare a polynomial model with a linear model. Ordinary least squares (OLS) 
regression, which allows the test that compares F statistics, is employed. According to the 
result, the coefficients of PFP size (both PFP size and PFP size square) are statistically 
significant in Model 2 (M2), but not in Model 1 (M1). Furthermore, the F test shows that 
the increase of R2 is statistically significant.
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