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Abstract: he subject of this paper is to explore the relationship between incentive pay, as an integral element 
of the total employee's compensation, and the level of organizational performances. The aim of this study was to 
point out to the differences in organizational performances between organizations in Europe that use incentive 
pay schemes and those that do not use those shemes. The methodology of the work included an analysis of the 
sample obtained from a database created during the CRANET project. Methods of descriptive statistics and t -
test have been used on the sample of 25 European countries, including data for the Republic of Serbia. Using 
the t-test there has been detected a statistically significant difference between those organizations that offer 
incentive pay for their proffesionals relative to those organizations that do not used that kind of pay, in terms of 
organizational performances (service quality, productivity, profitability and the rate of innovation). The research 
results can be significant when considering trends in remuneration in European countries, especially the 
countries of the European Union, and Serbia. These comparative studies are important becaues they indicate a 
direction of the HRM development in the area of compensation, particularly in the EU, and provide information 
about trends and orientations for detailed researche on the HRM activities that are found to have a positive 
impact on organizational performances. 
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Resume Employee rewards have always been a subject of many researches and debates in the world and domestic scientific and professional literature of management. Correlation between rewarding, as human resource management (HRM) activity, and performance of employees, their satisfaction and organizational commitment indicates the im-portance of compensation for employees. On the other hand, a theme that also attracts researchers in human resource management is the relationship between the activities and policies of human resource management and organizational performances. The literature also meets the researches and evidences that human resource management can have a positive impact on the organizational performances.  The methodology of the work included the analysis of the sample obtained from a database created during the CRANET project. Methods of descriptive statistics and t -test have been used on the sample of 25 European countries, including data for the Republic of Serbia. Using the t-test there has been detected a statistically significant difference between those organizations that offer incentive pay for their professionals relative to those organizations that do not used that kind of pay, in terms of organiza-tional performances (service quality, productivity, profitability and the rate of innova-tion). Organizations that reward their professionals with certain elements of the varia-ble pay: financial participation (stocks, profit share and stock options) and incentives based on performance (flexible benefits, pay for performance, individual bonuses and team bonuses) achieved a higher level of organizational performances (quality of ser-vice, productivity, profitability and the rate of innovation). The research results can be significant when considering trends in remuneration in European countries, especially the countries of the European Union, and Serbia. These comparative studies are important because they indicate a direction of the HRM development in the area of compensation, particularly in the EU, and provide infor-mation about trends and orientations for detailed research on the HRM activities that are found to have a positive impact on organizational performances. The data are of the great importance for the development of HRM in Serbia, especially the area of com-pensation, which is still at a relatively low level of development in our country. 


