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Effects of Teacher Performance Pay:

Empirical Evidence from Cross-Country Analysis
LIU Ji & HUANG Shaolan

Abstract: Teacher performance pay is a key policy tool through which education systems attract talented
individuals to teach, influence instructional quality and learning outcomes, and it has been considered
instrumental to China’s development of a high-quality teaching force. This study focuses on the key
relationship between teacher performance pay and student learning, and utilizes PISA data and OECD
teacher salary information to construct an international database containing 37 economies, 111,327 schools,
and 232,124 students. Results indicate that students in countries that implement teacher performance pay
on average score 12.87 points higher, or equivalent to about 0.4 academic years’ worth of learning gain. In
addition, this effect is heterogeneous at the student- and school-levels, and is contingent upon decision-level
and payment method. Based on these findings, several implications are discussed: strengthen the relationship
between excellent instruction and excellent pay, design teacher incentive systems that are contextualized to
real settings, make flexible arrangements regarding performance management and payments, and encourage
practical and empirical lens in teacher policy research.

Keywords: teacher policy; performance pay; wage reform; performance appraisal; PISA 2018



