
REWARDING THE BES T -
TURNING AROUND THE WORST 

PAY I S ONLY ON E ASPEC T 

The issue of performance-based rewar d and recognition has long been a contentious 
one in public service employment. Man y have considered performance reward only 
in the context o f performance pa y and debate rages over whether performance pa y 
creates a n overl y competitiv e wor k environment . Th e researc h literatur e stresse s 
that what i s valued varies for individuals in differing circumstance s an d at varying 
stages i n thei r life . I t i s unanimous , however , i n statin g tha t i t i s feedbac k an d 
recognition tha t motivate s rathe r than money pe r se . 

Survey evidence points to a low correlation between performance an d performanc e 
pay. I t ha s eve n bee n claime d tha t fo r task s requirin g intellectua l though t an d 
creativity, the prospect of a performance pay assessment has a detrimental effec t o n 
the qualit y an d scop e o f the outcome . 

Studies i n OEC D countrie s hav e show n tha t mos t performanc e pa y scheme s fo r 
public secto r manager s d o no t have a  strong perceived lin k between performanc e 
and pay, and do no t have rewards which ar e patently equitabl e o r large enough t o 
motivate. 

However, financia l an d othe r award s fo r excellen t performanc e ar e increasingl y 
employed withi n th e publi c service . Performance-relate d pa y ma y b e th e mos t 
contentious o f the approaches , but has been widely adopted . Publi c servants , lik e 
all othe r employees , requir e recognitio n o f thei r achievement s t o maintai n thei r 
motivation i n a  demanding an d fast-changin g environment . 

Performance award s have become a tool in the move away from th e static, reactive 
notion o f salar y administratio n toward s a  mor e dynamic , strategi c approac h t o 
rewards management. Bureaucrati c payment systems, where people doing the same 
work ar e pai d th e same , ar e bein g replace d b y mor e flexible  an d personalise d 
reward structures which specificall y se t out to reward an individual's contribution . 

Performance-related pa y raise s some particular risks : 

• Short-termism.  Ther e i s littl e evidenc e tha t extr a payment s d o improv e 
overall performance. Most motivational theories stress intrinsic motivation 
(i.e. the job itself ) rathe r than extrinsi c motivation (mone y an d benefits) . 
Performance-related pa y schemes must avoid the risk that employers' long-
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term target s wil l b e replace d b y short-ter m response s whic h trigge r th e 
rewards. 

• Inappropriate  targets.  I n settin g explici t an d well-defined targets , unit s 
and departments must avoid the risk of squeezing out broad public interest 
considerations whic h ar e les s amenable t o target-setting . 

Weak methodologies.  Performance-relate d pa y ca n b e a  contentiou s 
development an d ma y b e subjec t t o som e resistanc e withi n th e publi c 
service. I f i t i s to b e credibl e an d sustainable , i t must avoi d an y ris k o f 
serious challeng e t o th e performanc e appraisa l methodolog y whic h 
underpins it . 

OTHER FORMS OF RECOGNITION 

Non-financial performanc e award s honou r an d rewar d publi c servant s wh o hav e 
shown a willingness to make an extra effort i n carrying out their duties or who have 
distinguished themselve s i n servin g the public . 

In the Sout h African Publi c Service , the following performance-base d compensatio n 
systems have been introduce d an d are currently utilised to grant specia l recognition to 
personnel wh o have distinguished themselve s fro m thei r peers through sustaine d above -
average work performance. Thi s is expected to stimulate the initiative of personnel and 
to encourage them to be more efficient an d effective. Component s are: 

Merit award syste m - applicabl e to all public servants. A  cash amount, calculated a t 
either 18 % or 10 % of basic annual salary , depending on the evaluation o f results, can be 
made to an individual . 

Special recognitio n by way of either cash payments or commendations ca n be granted 
to personnel fo r suggestions , inventions improvements , etc. 

Department-specific awar d syste m where awards , bonuses or allowances may be 
granted to persons of exceptional ability , or to those who possess special qualification s 
utilised to the benefi t o f the employer and those who have rendered sustaine d 
meritorious servic e over a  long period. 

Introducing suc h award s requires a  clear policy statemen t indicatin g the intentio n 
to recognis e particularl y meritoriou s contributions , th e rang e o f award s t o b e 
provided, an d th e mean s b y whic h outstandin g contribution s ar e to b e identified , 
including th e developmen t o f performance appraisa l systems . 
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In Canada the idea of using performance incentive s was put forward i n December 1990 
as a part of Public Service 2000 . Th e Government propose d to phase out performance 
pay and replace i t with performance awards , to be given at the discretion of Deputies. 

Departmental award s 

Long Service Awards for significant year s of service; 

Merit Award to individuals of groups who have significantly exceede d wha t has been 
expected of them in their jobs - a  certificate an d a cash award of up to $5,000 (up to 
$10,000 for groups); 

Special Awards programmes can be developed by individual agencie s - non-monetary ; 

Suggestion Awards certificate an d up to $15,000 in cash (the Executive Group is not 
eligible for cash awards) ; 

Corporate Award s 

Awards of Excellence plaques for the best departmental Suggestio n and Merit awards; 

Outstanding Achievement Awards to no more than fiv e senio r officials ever y year - to 
recognise outstanding caree r accomplishments , distinguished servic e of national or 
international significance , an d sustained commitmen t to quality service to the public. 
Presentation o f a citation by the Governor Genera l and the Prime Minister , a Canadian 
work of art and gold pin; 

Senior Officer Retirement Certificates presented by the Governor Genera l every year . 

Non-financial award s may b e at departmenta l leve l o r service-wide an d can cove r 
groups o r individual s only . Th e key to their credibilit y i s that they ar e associate d 
with recognitio n fro m th e highes t level s o f the public service . 

IMPLEMENTATION 

Strategies fo r introducin g financia l awards , includin g performance-relate d pay , 
require: 

• a  determination t o challenge the perceived righ t t o automati c annua l pa y 
increases, irrespectiv e o f performance ; 

• a  comprehensive dialogu e with staf f association s and other representativ e 
bodies; 
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• a  ful l explanatio n t o al l 
affected staff ; an d 

• a  sound , teste d an d credible 
system fo r performanc e 
appraisal. 

Performance pa y i s tha t par t o f 
remuneration to an individual which is 
linked to agency , grou p o r individua l 
performance. Main types include merit 
pay, pa y fo r skill s acquisitio n an d 
one-off bonuses . 

Merit pa y scheme s lin k base salary increase s to performance . I n the most simpl e 
form o f meri t pay , th e anticipate d annua l incremen t withi n a  pay ban d become s 
available only if performance i s satisfactory and accelerated progression is available 
for outstandin g performance . 

Skill-based pa y i s used where the acquisitio n o f particular skill s by employee s i s 
an important issue for the organisation. Employee s move through a range of grades 
on the basis o f the demonstration o f acquisition o f certain pre-defined skills . 

Performance pa y scheme s includ e paymen t o f one-of f bonuse s i n a  rang e o f 
configurations. Th e type o f schemes whic h ar e seen a s most successfu l i n public 
sector environment s ar e those which creat e many winner s an d few losers . Thos e 
seen a s mos t successful , provid e fo r performanc e bonuse s fo r th e whol e 
organisation i n a  successfu l year , togethe r wit h additiona l bonuse s fo r successfu l 
teams, division s an d individuals . 

In 1994 , the Stat e Governmen t o f Victori a 
in Australi a broadbande d it s non-executiv e 
structure. Th e structur e no w comprise s 
only fiv e levels , wit h overlappin g pa y 
bands an d th e work-valu e leve l o f eac h 
band se t a t th e base . Thi s allow s fo r 
performance-based increase s t o b e mad e 
to salary . Ther e i s als o th e capacit y t o 
pay a  bonus (u p t o 15 % as a  one-of f 
payment) fo r exceptiona l performanc e i n 
particular circumstance s -  an d t o b e 
reported i n th e organisation' s Annua l 
Report. 

43 



The Ne w Remuneratio n Syste m cam e int o effec t o n 1  January 199 2 i n Malaysia . Unde r 
this system , consideratio n fo r promotion , salar y increments , trainin g an d placemen t o f 
government officer s i s base d o n th e officer' s performanc e o n th e job an d contributio n 
towards th e organisatio n an d th e civi l service . 

A significan t aspec t o f th e restructurin g o f th e civi l servic e wa s th e re-classificatio n o f 
574 scheme s o f servic e int o 1 9 service classifications . These , i n turn , wer e divide d int o 
three servic e groups : to p management , managemen t an d professional , an d suppor t group . 

The re-classificatio n significantl y reduce d th e numbe r o f grade s i n th e publi c secto r pa y 
systems an d consequentl y th e civi l servic e ha s a  flatter  organisatio n structure . A 
performance-related syste m wa s mad e possibl e throug h th e introductio n o f th e matri x 
salary schedul e i n whic h th e pa y increas e o f a  civi l servan t i s relate d t o hi s o r he r jo b 
performance. 

Panels, forme d unde r eac h governmen t agency , revie w job performanc e an d decid e o n 
one o f th e fou r possibl e type s o f salar y movement s o r increments : 

a. stati c (n o increment) ; 
b. horizonta l (normal , on e increment) ; 
c. vertica l (meri t increment , rangin g fro m greate r tha n on e t o doubl e th e norma l 

increment); an d 
d. diagona l (meri t increment , whic h range s fro m doubl e t o tripl e increment) . 

The Governmen t o f Malaysi a place s grea t emphasi s o n givin g du e recognitio n t o an d 
expressing appreciatio n o f civi l servants . Thi s appreciatio n i s importan t t o provid e 
motivation t o civi l servant s t o improv e thei r performanc e i n lin e wit h th e ai m o f 
providing qualit y services . Variou s othe r measure s hav e bee n implemente d i n thi s area , 
among whic h i s th e Publi c Servic e Innovatio n Award s whic h recognise s individual s fo r 
ideas t o improv e th e qualit y o f publi c service . A  civi l servan t wh o ha s successfull y 
introduced a n innovatio n i n th e servic e stand s t o wi n a  cas h awar d o f R M 1,00 0 togethe r 
with a  plaque inscribe d "Publi c Servic e Innovatio n Awar d fo r th e Yea r ... " 

Another importan t measur e i s th e presentatio n o f Publi c Servic e Excellen t Servic e 
Awards t o individual s wh o hav e rendere d service s exceedin g expectation s an d th e 
normal responsibilitie s o f th e job. Suc h excellen t service s ar e example s t o b e followe d 
and ac t a s catalyst s t o diligenc e an d creativit y amon g othe r civi l servants . Th e winne r 
of th e Excellen t Servic e Awar d receive s a  certificat e o f excellen t service , a  souveni r o f 
value no t exceedin g R M 300 , bonu s equivalen t t o a  month' s salary , an d seve n days ' 
unrecorded leav e wit h ful l pay . Th e nam e an d photograp h o f th e winne r i s displaye d i n 
the offic e a t a  strategi c locatio n o r a n are a frequente d b y th e publi c o r visitors . 
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NECESSARY FOUNDATIONS OF PERFORMANCE-RELATED PAYMENTS 

The followin g question s shoul d b e explore d whe n examinin g th e possibl e 
introduction o f performance pay: 

• Coul d generic standards for similar groups of staff be developed, particularly fo r 
lower classificatio n levels ? 

• I s there equity i n the amount an d type o f work allocate d an d targets set ? 

The New Performance Appraisa l Syste m fo r 
the Public Service of Malaysia utilises a 
Countersigning Officer approach , as well as 
establishing Co-ordination Panel s on 
Performance Appraisa l an d Salary 
Progression t o ensure fai r an d just 
appraisals. 

• I s ther e a  moderatio n syste m t o 
compare rating s an d recom -
mendations fo r performanc e pa y 
allocation mad e b y differen t 
managers withi n th e sam e 
organisation? 

• Coul d performanc e pa y ac t a s a 
disincentive i f th e actua l 
performance pa y received b y the majority i s les s than they expected ? 

• Coul d th e syste m diminis h teamwor k an d co-operation ? 

• Coul d othe r incentives  b e used a s effectively a t no cos t o r les s cost ? 

• I s ther e a  ris k tha t th e performanc e pa y o r bonuse s wil l rewar d staf f fo r 
performing thei r usua l wor k t o a 
usual standard ? 

• I s th e syste m supporte d b y clea r 
and motivating communication with 
staff? 

• Doe s the system hav e an inbuil t o r 
agreed revie w mechanism ? 

Remember tha t performanc e pa y i s an 
'add-on'. Th e planning, efficiency an d 
communication benefit s o f the syste m 
should b e full y develope d an d non -
pay-based rewar d an d recognitio n 
schemes shoul d b e full y establishe d 
before performanc e pa y i s considered . 
Some publi c servic e employer s ar e 

In his 1993/9 4 Report on 'Pa y fo r 
Performance', th e Australian Auditor -
General noted i n his key findings that: 

"There i s an urgent need fo r the PSC and 
DIR to make a  clear statement on whether 
performance pa y i s to be used a s a reward 
for performance abov e normal job 
requirements o r as recognition fo r the 
achievement o f an officer's norma l job 
requirements", and 

"The scheme i s costly i n administrativ e 
terms - $52 m fo r the initia l cycle. 
However, a  significant numbe r of agencies 
did not expect any improvement agains t the 
majority o f the objectives fo r performanc e 
appraisal an d pay". 
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getting int o difficulty b y allowin g performance pa y to become a  bargaining poin t 
in industria l negotiations and subsequently a n entitlement rathe r than a  reward fo r 
performance. 

A CONTINUING DEBATE 

The questio n o f performance-relate d pa y i n th e publi c servic e wil l no t g o away . 
In settings wher e i t has not been introduce d i t wil l remain a  source o f continuin g 
speculation. Wher e i t ha s bee n introduced , i t require s constan t attentio n an d 
adjustment. Appendi x C  provide s a  synopsi s o f a  199 6 revie w o f performanc e 
assessment an d rewar d i n th e Victori a Publi c Service , Australia . I t show s th e 
continuing discussio n tha t thi s issu e generates . 

In 1990 , the Australian Government was considering introducing performance-related pay 
into the Senior Executive Service . However , a Senate Standing Committee concluded 
"(we) are far from convince d tha t it is desirable to introduce performance-related pa y a t 
all" and suggested a  thorough cost-benefi t analysis , piloting of various appraisa l systems, 
and ascertaining staf f acceptanc e of performance-related pa y prior to implementation. 

Performance-related pa y has been introduced fo r the top three level s of the Maltese  Civil 
Service, linking this to the notion of a three-year "Performanc e Contract" . I t is based on 
the assumptions of fairness and consistency, pay for performance, linkin g of individual 
and organisational objectives , participative leadership , and openness . 

A Flexible Wage System was introduced int o the whole Singapore economy in 1986 to 
attempt to overcome the contradictory pressure s of the need for flexibility versus the need 
for security/stabilit y o f earnings. Thi s was extended int o the public sector in 198 8 
whereby variable payments could be made to civil servants depending on the performance 
in the economy. Additionally , the Flexible Wage System set s a guideline maximum of 20 
per cent for the variable componen t of reward. 

In the U.K., the 1994 White Paper, Continuity and Change, proposed an extension to 
existing delegated pay and grading arrangement s in order to establish a  clear link between 
pay and performance. B y 1996, responsibility fo r all staff belo w senior level s will be 
passed to individual department s and agencies. Al l pay increases are now made through 
performance-related pa y systems. 

TURNING AROUND THE WORST 

The objective-settin g an d progres s revie w processe s o f performance managemen t 
provide manager s wit h a n excellen t opportunit y t o brin g under-performer s u p t o 
organisational standards . 
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Goals an d target s fo r th e yea r ar e develope d i n agreemen t durin g th e wor k pla n 
development phas e o f performanc e managemen t ensurin g tha t ther e i s a  clea r 
understanding o f what mus t b e done an d the standar d expected . 

Progress reviews should ideally occur quarterly and provide the opportunity for any 
performance problem s to be identified, cause s explored and strategies for resolution 
developed. 

If a t the end o f three progress reviews a  problem stil l exist s a t the annual review , 
the manager , whil e givin g a  performance ratin g o f unsatisfactory, shoul d attemp t 
to explore underlying causes. The manager might seek the assistance of experienced 
personnel expert s i n the organisation o r referral o f the employee t o a  professiona l 
counselling service . Th e ful l confidentialit y o f th e performanc e managemen t 
process shoul d b e maintained durin g these discussions . 

If underlyin g cause s ar e workplace-related , th e manage r shoul d develop  wit h th e 
employee a  Performanc e Improvemen t Plan . Thi s pla n shoul d documen t agree d 
improvements, strategie s t o achiev e improvemen t an d date s fo r review . Th e 
Performance Improvemen t Pla n shoul d for m par t o f th e ne w wor k pla n fo r th e 
employee. Th e manager' s manage r o r a  personne l exper t shoul d tak e par t i n 
reviews o f th e Performanc e Improvemen t Plan . If , afte r si x month s o f 
implementation o f the Plan, performance i s still unsatisfactory, consideration should 
be give n t o othe r remedia l actions . Thes e wil l depen d o n th e natur e o f th e 
performance problem , bu t includ e suc h action s a s transferrin g th e employe e t o 
another location , regressin g th e employe e t o a  lowe r grad e o r commencin g 
disciplinary action . 

Details of strategies for dealing with unsatisfactory performance shoul d be included 
in the appraisa l guidelines . 

Under-performance ca n b e minimise d throug h thre e feature s o f th e performanc e 
management system : 

• developin g a  trainin g pla n i n tande m wit h th e wor k pla n fo r eac h 
individual whic h ensure s that the employee has the skills to complete the 
expected tasks ; 

• trainin g individual s t o negotiate realisti c work plans ; 

• regula r consultation , discussio n an d feedbac k sessions . 
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Formal Revie w Procedur e use d i n th e Unite d Kingdo m Ta x Offic e t o manag e 
staff wh o demonstrat e unsatisfactor y attendanc e o r performanc e 
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