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Objectives
• Recognize the problems inherent in “if-then” 

incentive programs

• Appreciate the difference between extrinsic 
and intrinsic motivation

• Understand how your compensation model 
drives faculty motivations
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The Mistake
Evolution of the Compensation Plan

Base Pay + Fixed Call Pay = Salary

Base Pay + Academic Rank + Years of Service + Variable Call Pay = Salary

Base Pay + Academic Rank + Years of Service + Educational Performance + 
Administrative Responsibility + Compliance incentive + Clinical Effectiveness 

Bonus + Academic Productivity Bonus + Variable Call Pay = Salary
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Complex Bonus System

Academic Variable Compensation 
– Points based
– Four domains
– Each domain had 5 – 9 areas of eligibility.
– Required self reporting

Clinical Effectiveness Bonus
– Hospital KPI Triggers (Corporate Score Card)
– Quality Metrics
– Distributed based upon clinical FTE at department level

Rewarding the Desired Behavior
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CHAIR

FACULTY

CARROT AND THE STICK
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Initially it Worked
Happy Health System:

– Call became a commodity 
• No holes in the schedule
• Reduced complaints about late hours
• Improved off hour services

Happy Dean: 
– Academic productivity increased

• Publications
• Abstracts
• Meeting presentations
• Grants

Happy Faculty  >> Happy Chair
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Until it Didn’t

”If everything is incentivized, you really incentivize 
nothing.  You might as well go to the beach.”

----- David Lubarsky, MD, MBA
CEO UC Davis Health

Incentives should be about superior performance

Lubarsky. Anesth Analg 2005;100:490–2
Lubarsky, et. al., Anesthesiology 2019; 130:154–70
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So What Happened?
Routine Task Incentives

– Clinical productivity remained high
– Satisfaction with the call system was sustained

Creative Task Incentives
– Quid Pro Quo expected for educational material produced, lectures 

provided, any out of OR work…
– Desire for all administrative/committee tasks to be compensated
– Abstracts without subsequent publications increased

Response to extrinsic motivators is not universal
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The Lesson
People always act in their rational self interest

Incentives almost always work perfectly to generate the 
desired behavior assuming the incentive is large enough

Failure often occurs when we fail to understand what 
wanted behavior is really desired

Behavioral Economics and Incentives

Lubarsky. Anesth Analg 2005;100:490–2
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Reward A Want B

Individual Effort Teamwork

Efficiency Quality

Clinical Billing Academic Productivity

Dangers of Poorly Designed Incentive Systems

Kerr S. Academy of M anagem ent Journal 1975;18:769–83
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Ideal Incentives 

Should target an expected performance below which there is no 
incentive

Should Have (as much as possible) an unrestricted bonus pool

Should be noncompetitive

Should Have a variable component

If more is spent on clinical tasks less will be spent on other academic 
activities

Lubarsky. Anesth Analg 2005;100:490–2
Lubarsky, et. al., Anesthesiology 2019; 130:154–70

14

Nonclinical Incentives

Recognize importance of academic 
activities

Avoid rewarding all activities equally

You may be rewarding A but wanting B

Consider non-monetary rewards

Reward activities that you desire
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Rewards

While “if then” incentive systems clearly work they encourage 
faculty to spend more time pursuing dollars than academic 

success

Rewarding clinical over nonclinical activities
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Motivational Pyramid

3.0

2.0

1.0

Modified Maslow’s Hierarchy of Human Needs

Pink D. Drive. New York, NY: Penguin Books; 2009: 1-10

Intrinsic Drive

Extrinsic Drive

Biologic Drive

17 18



Steven J. Lisco, MD, FCCM, FCCP SAAAPM 2019

4

Motivation 2.0 – Extrinsic Drive
If-Then Incentive Programs
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Carrots and Sticks
Extinguish intrinsic motivation

Diminish performance

Crush Creativity

Crowd out good behavior

Encourage cheating, shortcuts, and unethical behavior

Become addictive

Foster short-term thinking

The Seven Deadly Flaws of Motivation 2.0

Pink D. Drive. New York, NY: Penguin Books; 2009: 57
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Motivation 3.0 - Intrinsic Drive

Characteristics

Characteristics
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Thoughts on Compensation

The more prominent salary, perks, benefits are in someone’s work life the 
more they inhibit creativity and unravel performance

The most important aspect of any compensation package is fairness (it is 
not equity!)

– Ensure Internal and external fairness

Best way to use money is to take money off the table
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Thoughts on Compensation

Fair Wage-Effort Hypothesis
– workers proportionally withdraw effort as their actual 

wage falls short of their fair wage

Efficiency Wage Hypothesis
– paying people more increases their productivity

Pay-more-than-average
– Bypasses if-then rewards
– Eliminates concerns about unfairness

Pay More Than Average

Akerlof GA and Yellen JL. The Quarterly Journal of Econom ics
Vol. 105, No. 2 (M ay, 1990), pp. 255-283
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Thoughts on Compensation

When the incentive for reaching metrics is modest rather than 
massive its less likely to narrow peoples focus or encourage 
them to game the system

Some people will inevitably try to game the system

Using a variety of measures that reflect the totality of work can 
transform often counterproductive “if-then” rewards into less 
controversial “now what” rewards

Make Performance Metrics Wide-Ranging, Relevant and Hard to Game

Pink D. Drive. New York, NY: Penguin Books; 2009: 181
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Summary

Both extrinsic and intrinsic motivators can be effective or ineffective 
depending on context and expectations

Pay people enough money to take money off the table, in fact pay them 
above average if you can

Avoid overly complex bonus systems

Consider the long term effects of your incentive systems

Do not allow your incentives to be conflated with compensation

Finding the Right Balance of Extrinsic and Intrinsic Motivators
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THANK YOU
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