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ABSTRACT

Pink et al. discuss some of the issues related to pay-for-performance for individual and
organizational healthcare providers. This commentary addresses key success factors for
the implementation of individual pay~for-performance in publicly financed Canadian

healthcare organizations. Publicly financed healthcare organizations in Canada have

been relatively slow to adopt performance-pay programs as compared with private

sector organizations; and those that have been developed have been, for the most part,

rather crude. In many cases, they have become an additional mechanism for delivering
base pay, rather than a true variable-pay program that motivates and differentiates

performance. In light of the many issues that need to be addressed, we feel that pay-

Sfor-performance should be introduced gradually, beginning at the most senior levels

of the organization. Above all, it is critical for publicly financed healthcare organiza-

tions to recognize that introducing pay-for-performance involves not only a set of
structures and processes, but also likely a profound change in organizational values

and behaviours,
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Pink ET AL. discuss some of the issues
related to pay-for-performance for individ-
ual and organizational healthcare providers.
This commentary addresses key success
factors for the implementation of individual
pay-for-performance in publicly financed
Canadian healthcare organizations.

In a previous article, we discussed the
various forms of pay-for-performance
and suggested that Canadian healthcare
organizations would continue to experi-
ment with various approaches to linking
pay and performance (Greengarten 1999).
However, pay-for-performance programs
geared toward healthcare practitioners and
employees of publicly financed healthcare
organizations are still relatively rare in
Canada. According to recent Hay Group
surveys of healthcare compensation prac-
tices, only approximately one-quarter of
Canadian healthcare organizations have
some form of performance-pay system
in place, usually at the executive level of
the organization. Most commonly, these
programs take the form of “merit pay”
systems, in which employees achieving
higher performance levels receive a higher
base pay adjustment than employees
whose performance levels are at or below
expectations. Less than 10% of organiza-
tions report having an incentive or bonus
program in which employees are eligible
to receive lump-sum payments based
on criteria related to the achievement of
specific individual, team and/or organiza-
tion performance goals. The prevalence of
performance-pay is much higher among
the very large Ontario academic health
science centres and Western Canadian
health regions.

Key Success Factors for
Implementing Pay-for-Performance

In the private sector, performance-pay has
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proven to be an extremely valuable tool for
motivating individual employee behaviour.
However, a number of factors are critical
to ensuring that an incentive pay program
achieves the desired results:

1. Small Number of Critical Goals
Aligned with Organization’s Strategy

Healthcare organizations have difficulty
setting a small number of high-priority
goals. In our work with clients, it is not
uncommon to find individual manag-
ers having 10 to 15 or more annual goals,
and “everything is a priority.” As a result,
the attention of individual managers and
employees is diluted.

Performance-pay systems are most
effective when they focus the attention
of employees on a small number of goals
(ideally, 3 to 5) aligned with the organiza-
tion’s business strategy and critical to the
success of the organization in achieving
its strategic objectives. These are not the
ongoing accountabilities that are part and
parcel of individual employees’ job respon-
sibilities; rather, they are the activities that
will truly make a difference in the organi-
zation’s ability to achieve success.

2. Measurable Goals

Goals should be measurable, rather than
subjectively based. We regularly find that
goals have been developed without suffi-
cient thought being given to how success
or failure in achieving these goals will
be measured. It is impossible to link pay
and performance if criteria to measure
performance have not been clearly articu-
lated and agreed upon in advance.
Measurable goals are also important in
order to ensure that performance compen-
sation is awarded fairly and objectively. In
many organizations with pay-for-perform-
ance, employees feel that some executives/






