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Abstract
A core question in research on compensation and motivation is whether individual variable pay for performance (IVPFP) 
can undermine intrinsic motivation in the workplace. We investigated the mediating role of a controlling effect on the 
relationship between the amount of IVPFP received and intrinsic motivation. In a three-wave study of 304 employees from 
eight European countries, we found that a controlling effect mediated the negative association between IVPFP and intrinsic 
motivation. These findings support the proposition from self-determination theory that financial rewards can have a control-
ling effect that decreases intrinsic motivation. Theoretical and practical implications for compensation and motivation in 
the workplace are discussed.
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Introduction

What happens when the prospect of receiving a bonus 
changes or explains how employees behave at work? 
According to so-called instrumentality theories such as 
reinforcement theory (Skinner 1957) and expectancy theory 
(Vroom 1964), perceived instrumentality, a stronger “line of 
sight” between behaviors and rewards (Gerhart et al. 2009), 
or incentive effects, are necessary for incentives to produce 
intended outcomes, such as increased or redirected effort. 
Therefore, rewards that are highly contingent on individ-
ual performance or results, typically referred to as rewards 
with performance contingency, are considered to be more 

effective than rewards with low performance contingency. 
Examples of rewards with low performance contingency are 
base pay (Kuvaas et al. 2016) and collective pay plans such 
as profit-sharing (Gerhart et al. 2009), that are far less con-
tingent on individual performance or results. According to 
self-determination theory (SDT) (Deci et al. 2017), however, 
rewards with high performance contingency and a strong 
potential to change or explain behavior can be perceived as 
controlling because employees might feel forced to behave in 
ways that not correspond to their preferred behavior at work, 
which will frustrate employees’ basic need for autonomy. 
This, in turn, is predicted to undermine employees’ intrinsic 
motivation, that is, doing something out of interest, enjoy-
ment, values, and meaning (Deci and Ryan 2000).

In the current study, we define a controlling effect as the 
extent to which employees perceive that individual variable 
pay for performance (IVPFP) affects their work-related 
behavior and test whether this controlling effect mediates 
the negative association between the amount of IVPFP 
received and intrinsic motivation (see Fig. 1). By inves-
tigating the association between the amount of IVPFP, a 
controlling effect, and intrinsic motivation, we aim to make 
four particular contributions to research on compensation 
and motivation.

First, the controlling effect is highly central component 
of SDT and its predecessor cognitive evaluation theory 
(CET), but we are not aware of field studies that have 
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investigated it. Even experimental studies have not inves-
tigated a controlling effect directly, but simply assumed 
such an effect based on experimental findings, for instance 
that incentives reduce free choice behavior (Deci et al. 
1999).

Second, field studies that have investigated how 
employees think about pay have typically not investi-
gated actual pay data. Instead, such studies have investi-
gated perceived instrumentality of pay as a perception or 
expectation that there is a link between performance and 
rewards. Both Eisenberg and Aselage (2009) and Fang and 
Gerhart (2012) found positive associations between per-
ceived instrumentality and intrinsic task interest, which 
is conceptually similar to intrinsic motivation, but per-
ceived instrumentally may actually reflect favorable self-
attributions such that the higher the pay level, the more 
the pay will be attributed to performance. Conversely, the 
lower the pay level, the more the pay will be attributed 
to external factors, such as the time of hiring or though 
market conditions. In addition, a positive relation between 
perceived instrumentality and intrinsic task interest may 
actually be in agreement with SDT since the perception 
or expectation that there is a link between performance 
and rewards may inform the recipients about their level 
of competence and be interpreted as a token of apprecia-
tion for good performance, which is predicted to increase 
intrinsic motivation (Deci et al. 2017; Deci et al. 1980; 
Gagné and Forest 2008; Landry et al. 2017). Thus, by 
investigating actual pay data and a measure of the con-
trolling effect that taps the intention of IVPFP, namely 
behavioral changes, we can deepen our knowledge of the 
complex interplay between rewards, behavioral effects, and 
intrinsic motivation.

Third, by measuring the controlling effect and intrinsic 
motivation at separate points of time, we can also investigate 
these relationships with a low risk of common-method bias.

Fourth and finally, by investigating the relationship 
between the amount of IVPFP received and a controlling 
effect, we can test whether the extent to which IVPFP based 
on subjective performance evaluations or ratings actually 
have the capacity to change behavior. According to Gerhart 
(2017), most compensation research has been conducted on 
rewards with high performance contingency with “a promise 
of pay for some objective, pre-established level of perfor-
mance” (Newman et al. 2017, p. 353), usually operational-
ized by way of objective metrics such as physical outputs or 

sales numbers (Gerhart 2017). Such pay plans, however, are 
implemented for less than 4% of US private sector employ-
ees, if we exclude sales jobs.

The pay plan investigated in this study, in contrast, is a 
type of pay plan that is expected to have low performance 
contingency, that is, IVPFP based on subjective performance 
evaluations or ratings, sometimes in combination with oper-
ational measures. Such pay plans are much more prevalent 
and used by 48% of publicly traded companies (Gerhart 
2017). Gerhart (2017) also contends that negative conse-
quences of PFP, such as an undermining effect on intrinsic 
motivation, are limited to “powerful” incentive pay plans 
where pay is a direct function of objective individual results 
without subjective performance evaluations. Accordingly, 
IVPFP that is less directly contingent on performance can 
be expected to have less or no negative effects on intrinsic 
motivation, but empirical research is needed before any con-
clusions can be drawn. Thus, by investigating the indirect 
link between the amount of IVPFP received and intrinsic 
motivation, we can add additional insights to the question 
of whether the most prevalent form of IVPFP will relate 
to intrinsic motivation in workplace settings (e.g., Grandey 
et al. 2013; Landry et al. 2017).

Theory and hypothesis

In instrumentality theories, high levels of performance 
contingency are key to intended consequences because 
they reflect stronger incentive effects or reward expectan-
cies, higher levels of instrumentality, or stronger “line of 
sight” between behaviors and rewards (Gerhart et al. 2009). 
Expectancy theory (Vroom 1964), for instance, predicts that 
individuals will engage in behaviors that are likely to lead to 
future valued outcomes, to the extent that they perceive that 
they are capable to produce such behaviors. Reinforcement 
theory posits that behaviors followed by a reinforcer (i.e., 
something that increases the desired behavioral response) 
are more likely to recur in the future (e.g., Stajkovic and 
Luthans 2003).

In SDT, it is also predicted that IVPFP can have incen-
tive effects, but these effects are labelled controlling effects, 
which is predicted to undermine intrinsic motivation (Deci 
et al. 2017). The key in SDT is the degree to which employ-
ees’ locus of causality is external or internal (Gagné and For-
est 2008). Thus, the extent to which work-related behaviors 
are justified by obtaining rewards will determine the degree 

Fig. 1  Conceptual model

Controlling 
Effect 

IVPFP Intrinsic 
Motivation 



527Motivation and Emotion (2020) 44:525–533 

1 3

to which intrinsic motivation will be undermined or not. 
There is a dynamic inter-relationship between incentives, 
behaviors, and motivation (Bareket-Bojmel et al. 2014) and 
we propose that the more employees have received in IVPFP, 
the more their work behaviors will be affected by obtaining 
future rewards. Most people value money (Deci et al. 2017) 
and past behaviors that have led to higher amounts of IVPFP 
should therefore be reinforced (Stajkovic and Luthans 2003). 
This, in turn, implies that employees who have received 
higher amounts of IVPFP will behave in ways that increase 
the possibility of receiving IVPFP in the future. Therefore, 
their behaviors at work will be more affected or controlled 
by IVPFP, which ultimately can lead to lower intrinsic 
motivation. Employees who receive small or no amounts 
of IVPFP, on the other hand, have few reasons to behave in 
ways that increase the possibility of receiving future IVPFP 
and therefore be less affected or controlled by IVPFP.

Although the incentive plan we investigated could not 
be categorized as a “powerful” one according to Gerhart 
(2017), it includes employee achievement of operational 
goals in addition to subjective performance evaluations 
and ratings. In addition, subjective performance evalua-
tions and ratings should also change behavior because good 
evaluations and ratings have positive consequences for the 
employee. Therefore, we hypothesize the following:

Hypothesis 1 A controlling effect mediates the negative 
relationship between the amount of IVPFP received and 
intrinsic motivation.

Methods

Sample and Procedure

To test the hypothesis, we collected data from an interna-
tional retail organization that applied IVPFP to improve per-
formance, motivation, and responsibility. We gained access 
to the organization through students enrolled in an executive 
education program at the business school where two of the 
authors are employed.1 One of the students worked in the 
organization and she established contact with the organiza-
tions’ HR department. The respondents were employed in 
eight European countries, and the data collection was limited 
to permanent employees with a pay-for-performance plan 
at the headquarters in the respective countries. In addition 
to obtaining data on IVPFP from the organization (Time 
1), we distributed surveys to all the potential respondents 
on two separate occasions (Time 2 and Time 3) to lessen 

the potential influence of common method variance (Pod-
sakoff et al. 2012). To increase the response rate, we distrib-
uted the surveys electronically via the HR director’s e-mail 
address. When inviting the respondents to participate, we 
informed them that participation was voluntary and that their 
responses would be treated confidentially. The first survey 
(Time 2), which was distributed to 1840 employees, was 
used to collect data on control variables, as well as on a 
controlling effect of the IVPFP plan. We received a total 
of 580 responses at Time 2, corresponding to a response 
rate of approximately 32%. Of these, a total of 304 (52%) 
employees also responded to the second survey three weeks 
later (Time 3), which was used to collect data on employees’ 
intrinsic motivation.

Following Mohseni et al. (2018) as well as recommenda-
tions in the literature (Cohen 1988; Westland 2010) we used 
an online a priori sample size calculator for structural equa-
tion models (Soper 2019) to determine efficient and adequate 
sample size for using structural equation model (SEM) anal-
ysis to test our hypothesized model. Given the number of 
observed (13) variables and latent constructs (2), anticipated 
effect size (0.3), desired probability (0.05), and statistical 
power levels (0.8), the result implied that a total sample size 
of 288 would be required to test our hypothesized model and 
a similar minimum sample size for model structure would 
be required, which is less than present sample size of 304.

Of the respondents, 41% were female and 59% were 
male. With regard to their age, 12.8% were between 20 
and 29 years, 30.3% were between 30 and 39 years, 31.9% 
were between 40 and 49 years, 20.4% were between 50 and 
59 years, and 4.6% were between 60 and 69 years.

Measures

IVPFP

The company provided us with actual data on the amount of 
IVPFP received. The amount of variable pay for all employ-
ees was the end-of-year variable payouts for the year 2016. 
The majority (82.6%) of the respondents received a “support 
office bonus,” while a minority (17.4%) received a “sales 
bonus.” The support office employees (N = 251) received 
variable payouts ranging from NOK 0 to NOK 58,586 (USD 
7289), with an average variable payout of NOK 56,335 
(USD 7009). The sales employees (N = 53) received higher 
variable payouts, ranging from NOK 0 to NOK 212,489 
(USD 26,438), with an average variable payout of NOK 
82,854 (USD 10,309).

Controlling effect

We developed the measure of a controlling effect of IVPFP 
specifically for the purposes of the current study. Sample 

1 We would like to thank these students for their invaluable input and 
help collecting data for this study.
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items include “The IVPFP plan affects my daily priorities” 
and “The IVPFP plan makes me do things I would not have 
done if we did not have the bonus system.” Because the 
use of exploratory factor analysis (EFA) is typically rec-
ommended in the early stages of scale development (Hur-
ley et al. 1997; Kelloway 1995), we used SPSS to perform 
an EFA (principal axis factoring with Promax rotation) to 
inspect the factor structure. Data for this procedure was 
obtained via a pilot study with 113 employees (22.2% 
response rate) from three Norwegian organizations operat-
ing within the fields of telecom, computer, and rescue and 
transportation. The results indicated a single a priori dimen-
sion of a controlling effect (Cronbach’s alpha = 0.89), with 
an average factor loading of 0.75 (SD = 0.05) thus providing 
initial support for construct validity. The items and corre-
sponding factor loadings are presented in the Appendix. In 
support of the validity of this measure, we cross-validated 
the findings from the pilot study, with a supplemental con-
firmatory factor analysis (CFA) using independent data from 
the current main study (N = 304; see the results section for 
additional information).

Intrinsic motivation

For the measurement of intrinsic motivation (Cronbach’s 
alpha = 0.90), we used the six-item scale developed by 
Kuvaas (2006) and developed further by Kuvaas and Dys-
vik (2009) that taps both intrinsic motivation and identi-
fied regulation. Sample items include “Sometimes I become 
so inspired by my job that I almost forget everything else 
around me” and ‘ ‘My job is meaningful.’’.

Control variables

There is an ongoing debate about the use of control vari-
ables in organizational research. For instance, Spector and 
Brannick (2011, p. 287) noted that “The automatic or blind 
inclusion of control variables in multiple regression and 
other analyses, intended to purify observed relationships 
among variables of interest, is widespread and can be con-
sidered an example of practice based on a methodological 
urban legend.” Later, Bernerth and Aguinis (2016, p. 273) 
argued that researchers often include control variables solely 
because they believe reviewers or editors “expect [them 
to] include something as a control,” and explicitly warned 
against this. Furthermore, Becker et al. (2016) published 
recommendations for organizational researchers, including 
“If the hypotheses do not include CVs [control variables], do 
not include CVs in the analysis” (p. 162), and “Run results 
with and without the CVs and contrast the findings” (p. 164), 
and suggested that “…if the results do not differ, then only 
the analyses without controls need be reported, along with 

a statement that the results were essentially identical when 
CVs were included” (p. 164).

Following these guidelines, as well as Carlson et  al. 
(2012) recommendation that control variables should be 
added last in the analysis to reduce the chance of commit-
ting a Type II error, we present the results of our analyses 
without the control variables in the hypothesis test, and note 
that the results did not differ substantially when controlling 
for potential sociodemographic differences such as gender 
(female = “0”; male = “1”) and age (measured on an ordinal 
scale from 1 = “20 to 29 years” to 5 = “60 to 69 years” owing 
to company restrictions and issues of anonymity). The theo-
retical rationale for the inclusion of these controls were, for 
instance, that past research on motivation has suggested a 
tendency for males to have lower intrinsic motivation than 
females (Kuvaas et al. 2017; Pelletier et al. 1995). We also 
controlled for whether the employees received an annual 
sales bonus or support office bonus as the type of IVPFP 
could be relevant because it may have stronger incentive 
effects and the variable payouts were substantially higher 
for the sales bonuses.

Analyses

Before testing the hypothesis, we estimated a CFA with the 
use of the main study sample (N = 304) to ensure the ade-
quacy of our measurement model, and to cross-validate the 
exploratory results obtained via the EFA performed on the 
controlling effect measure as described above. To perform 
the CFA, we used the WLSMV estimator (of the Mplus 8.2 
software) because it provides a precise treatment of ordinal 
or ordered categorical data and is a robust estimator that 
does not assume normally distributed variables (Rhemtulla 
et al. 2012). Because the observations were nested within 
countries, we used cluster robust standard errors at the coun-
try level to account for the nested nature of the data. After 
having ensured the adequacy of our measurement model, we 
proceeded to test our hypothesis by estimating a SEM with 
the use of the same procedures as with the CFA.

According to several researchers, the SEM approach 
applied in the present study should be given priority over 
the causal steps approach of Baron and Kenny (1986) due 
to its estimation of everything at once rather than assuming 
independent equations (Zhao et al. 2010). Besides, the Baron 
and Kenny (1986) approach has been criticized for having 
low statistical power (Fritz and MacKinnon 2007).

Results

The results of our CFA, specifying distinct latent fac-
tors for controlling effect, and intrinsic motivation (χ2 
[53] = 143.75, p < 0.01; RMSEA = 0.075; CFI = 0.98; 
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TLI = 0.98; SRMR = 0.053), provided an indication of 
a well-defined measurement model demonstrating con-
vergent and discriminant validity. Specifically, both the 
RMSEA and SRMR were below 0.08 (e.g., Hooper et al. 
2008; MacCallum et al. 1996), and the CFI and TLI indi-
ces exceeded 0.90, which is considered evidence of sat-
isfactory fit by several authorities (e.g., Bollen 1989; Fan 
et al. 1999). Furthermore, all factor loadings were statisti-
cally significant, with a mean standardized factor loading 
of 0.77. The factor loadings ranged from 0.50 to 0.90 for 
the controlling effect items, and 0.68 to 0.90 for the intrin-
sic motivation items.

Accordingly, the CFA (performed using independent data 
from the main study) supported the results of our pilot study 
(devised to explore the factor structure of our new measure 
of a controlling effect) and provided additional evidence of 
convergent and discriminant validity (in relation to intrinsic 
motivation). Table 1 reports the means, standard deviations, 
inter-correlations, their confidence intervals and coefficient 
alphas among all the study variables.

With satisfactory fit for our measurement model, we 
proceeded to test the hypothesis using a structural equa-
tion model (χ2 [63] = 175.89, p < 0.01; RMSEA = 0.078; 
CFI = 0.98; TLI = 0.98; SRMR = 0.053), indicating good fit 
with the data. The results, which we also graphically illus-
trate in Fig. 2, showed a positive relationship between IVPFP 

and a controlling effect (γ = 0.14, S.E. = 0.062, p = 0.026) 
as well as a negative relationship between a controlling 
effect and intrinsic motivation (β =  − 0.21, S.E. = 0.071, 
p = 0.004). In addition we observed a positive relation-
ship between IVPFP and intrinsic motivation (γ = 0.19, 
S.E. = 0.088, p = 0.030).

Importantly, in support of our hypothesis, stating that a 
controlling effect mediates the negative relationship between 
the amount of IVPFP received and intrinsic motivation, the 
results of this SEM also demonstrated a statistically signifi-
cant indirect relationship between IVPFP and intrinsic moti-
vation via controlling effect (standardized effect =  − 0.03, 
S.E. = 0.008, p = 0.001). In line with recommendations in 
the literature (e.g., Becker et al. 2016; Bernerth and Aguinis 
2016; Carlson et al. 2012), we also report that the hypoth-
esis was still supported when including additional control 
variables in a subsequent SEM with similar fit indices 
(χ2 [93] = 187.66, p < 0.01; RMSEA = 0.059; CFI = 0.98; 
TLI = 0.98; SRMR = 0.054).

Discussion

A core question in research on compensation and motiva-
tion is whether “real world” IVPFP can undermine intrin-
sic motivation in the workplace. Although recent research 

Table 1  Descriptive statistics, 
correlations including 
confidence intervals, and 
Cronbach’s Alphas (on the 
diagonal)

N = 304
a 1 = “20 to 29 years”; 2 = “30 to 39 years”; 3 = “40 to 49 years”; 4 = “50 to 59 years”; 5 = “60 to 69 years.”
b 0 = female; 1 = male
c 0 = “Support office bonus”; 1 = “Sales bonus”
d NOK 60,574 = USD 7,536

Mean SD 1 2 3 4 5

1.  Agea 2.74 1.07 Pearson’s r –
Upper 95% CI –
Lower 95% CI –

2.  Genderb .59 .49 Pearson’s r .23 –
Upper 95% CI .33 –
Lower 95% CI .12 –

3. Type of  bonusc .17 .38 Pearson’s r .19 .24 –
Upper 95% CI .29 .34 –
Lower 95% CI .08 .13 –

4.  IVPFPd 60,574 65,018 Pearson’s r .41 .18 .15 –
Upper 95% CI .50 .29 .26 –
Lower 95% CI .31 .07 .04 –

5. Controlling effect 2.30 .81 Pearson’s r .01 .11 .23 .13 –
Upper 95% CI .13 .22 .33 .24 – (.80)
Lower 95% CI − .10 − .00 .12 .02 – –

6. Intrinsic motivation 3.74 .68 Pearson’s r .11 − .07 .04 .15 − .16 –
Upper 95% CI .22 .04 .15 .26 − .05 – (.90)
Lower 95% CI − .00 − .18 − .07 .04 − .27 – –
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indirectly supports an undermining effect beyond previous 
findings derived from laboratory studies (e.g., Cerasoli et al. 
2014; Kuvaas et al. 2016), how and why this occurs has not 
been empirically explored in work settings by way of actual 
compensation data. In the current study, we drew on SDT 
and instrumentality theory to hypothesize that a controlling 
mediates the negative relationship between the amount of 
IVPFP and intrinsic motivation. By obtaining support for 
this hypothesis, we offer meaningful theoretical and prac-
tical contributions to the literature on compensation and 
motivation.

Implications for theory and practice

Our primary contribution lies in observing that the mag-
nitude of a controlling effect can explain the negative rela-
tionship between IVPFP and intrinsic motivation. Prior field 
studies that have investigated the association between per-
ceived instrumentality and motivation and related constructs 
have not included actual pay data and measured perceived 
instrumentality as a perception or expectation that there is a 
link between performance and rewards. Such perceptions or 
expectations may reflect favorable self-attributions or may 
inform the recipients about their level of competence. When 
the latter is the case, IVPFP will, according to SDT and the 
significant positive association between IVPFP and intrinsic 
motivation in Fig. 2, increase rather than decrease intrinsic 
motivation (Deci et al. 2017) because the pay is interpreted 
as not being contingent on particular performance levels, 
similar to the way base pay is often interpreted (Igalens and 
Roussel 1999; Kuvaas 2006; Kuvaas et al. 2016).

When IVPFP changes behaviors, however, which is typi-
cally the intention of organizations implementing IVPFP, 
it may be perceived as controlling and therefore reduce 

intrinsic motivation. The irony, therefore, is that to the extent 
that the pay plan we investigated worked as intended, that 
is, changed employee behaviors, it seems to have decreased 
intrinsic motivation. If our findings are generalizable to 
other countries and contexts, the weak association between 
IVPFP and controlling effect may, however, represent good 
news for organizations that have implemented similar pay 
plans.

The combination of a low mean for controlling effect, 
the weak positive associations between the amount of 
IVPFP and a controlling effect, and the negative relation-
ship between a controlling effect and intrinsic motivation 
are interesting. Gerhart (2017) recently argued that nega-
tive consequences of PFP, such as an undermining effect 
on intrinsic motivation, are limited to “powerful” pay plans 
where IVPFP is based on objective, pre-established levels of 
performance. The pay plan we investigated was not “power-
ful,” as evidenced by both its design (e.g., based on subjec-
tive performance evaluations or ratings), the low mean for 
controlling effect, and the weak relationship between IVPFP 
and a controlling effect. Still, we obtained findings in sup-
port of an undermining effect on intrinsic motivation in line 
with SDT. Accordingly, even the most prevalent pay plans 
where IVPFP is based on subjective evaluations can have 
unintended effects on intrinsic motivation.

Although the primary concern of our study was the rela-
tionships between IVPFP, controlling effect, and intrinsic 
motivation, our findings may also have implications for work 
performance and employee well-being. The meta-analysis 
by Cerasoli et al. (2014) convincingly showed that intrinsic 
motivation is a moderate to strong predictor of work per-
formance across tasks (qualitative and quantitative) and 
contexts (in the workplace, in education, and for physical 
activity). Intrinsic motivation has also been found to relate 

-.21, p = .004Controlling 
Effect 

.14, p = .026

.19, p = .030 

Intrinsic 
Motivation 

IVPFP 

Time 2 Time 3 Time 1 

IM1 IM2 IM3 IM4 IM5 IM6 CE1 CE2 CE3 CE4 CE5 CE6 
.86 .88 .84 .50 .51 .76 .90 .86 .76 .91 .88 .68

Fig. 2  Structural equation model. N = 304. We report standardized path 
coefficients. Fit indices: χ2 [63] = 175.88, p < 0.001; RMSEA = 0.078; 
CFI = 0.98; TLI = 0.98; SRMR = .053. The indirect relationships 

between IVPFP and intrinsic motivation via a controlling effect 
was statistically significant (standardized effect =  − .03, S.E. = .008, 
p = .001)
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strongly to human wellness across domains (see Ryan and 
Deci 2017 for a review).

Limitations and future research

Unfortunately, we did not have access to base pay data and 
could therefore not control for base pay levels in our analy-
sis. In contrast to prior research on perceived instrumentality 
and motivation, we did, however, have objective data on the 
amount of IVPFP received and a measure of a controlling 
effect that captured the extent to which the pay plan affected 
behaviors. Even though we had data from eight European 
countries, we do not know whether the findings are gener-
alizable to other countries and contexts. We therefore need 
research from countries outside of Europe before conclu-
sions can be drawn.

It is also important to note that our respondents worked 
at the national headquarters in the respective countries and 
performed relatively complex heuristic tasks that typically 
are evaluated in terms performance quality. Accordingly, 
our findings are probably not generalizable to employees 
doing simple and algorithmic tasks that can be measured 
quantitatively.

Furthermore, the respondent drop-out from Time 2 to 
Time 3 may have resulted in a potential non-response bias. 
It is possible, that for instance, differences in the amount of 
pay-out related to the types of jobs performed could have 
explained some of the drop-out from Time 2 to Time 3, since 
support office employees (N = 251) received lower variable 
payouts (an average variable payout of NOK 56,335 (USD 
7,009) than the sales employees (N = 53), who received an 
average variable payout of NOK 82,854 (USD 10,309). 
Still, we have no reason to believe that the differences in the 
amount of pay-out relates to the drop-out from the first to 
second survey, and our hypothesis was still supported after 
including type of bonus (which also related to the kind of 
jobs the respondents performed) into the SEM as a control 
variable.

Additionally, we did not investigate satisfaction of the 
need for autonomy and could therefore not empirically 
establish that our findings can be explained by lower need 
satisfaction as predicted by SDT. Thus, future research 
should measure need satisfaction in addition to IVPFP and 
a controlling effect (Landry et al. 2017).

Finally, SDT has long acknowledged that rewards can 
positively affect intrinsic motivation through an informing 
effect on internal locus of control and satisfaction of the 

needs for competency and autonomy (e.g., Gagné and Forest 
2008). Specifically, rewards that acknowledge effort and per-
formance may enhance feelings of competence, and rewards 
that recognize volitional behavior may increase autonomy 
and thereby intrinsic motivation (Landry et al. 2017). Thus, 
in addition to investigate a controlling effect, future research 
could develop a measure of an informing effect and investi-
gate whether such an effect can explain a positive association 
between IVPFP and intrinsic motivation.

Conclusion

Our research identifies a controlling effect measured as a 
perception that individual IVPFP affects employees’ work-
related behavior as a key to how IVPFP indirectly and nega-
tively affects intrinsic motivation. Our study helps to resolve 
theoretical controversies about IVPFP by supporting SDT 
with respect to how financial rewards can negatively affect 
intrinsic motivation.
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