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Executive Summary

This book presents a framework of criteria, methods, and
forms for a 5,550 million baht incentive allocation for the fiscal year
of B.E. 2551 (2008). The incentive allocations are based on annual
goal-setting performance for each department, higher education
institute, and province. Guidelines require incentive allocations to
divisional and individual levels to be presented along with the
allocations of 50% of the contingent pay for administrators to add

to incentive allocations for staff.

Financial incentives have been allocated in the Thai public
sector since fiscal year B.E. 2547 (2004). The objective is to motivate
people to support improvements in the public sector. The cabinet
has approved performance allocations to departments, higher
education institutes, and provinces. There are three levels of
allocation - departmental, divisional, and individual. For fiscal year
B.E. 2551 (2008), the departmental level also includes three pilot
ministries, i.e. the Ministry of Finance, the Ministry of Energy, and
the Ministry of Industry. These ministries are responsible for
negotiating performance agreements and evaluating goal-setting

performance for their departments.

Incentive pay at the departmental level is based solely on
performance appraisal results. The rationale is that each unit
should devote its effort to achieving goals independent of other
government units. Incentive pay at the divisional and individual

levels is based on both team and individual performance. The
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rationale is that each unit needs to cooperate among units and key
persons as well as put forth their own effort to achieve goals.
Therefore, incentive payments are divided into two proportions,
one to reward team work among divisions and people and the
other to reward outstanding unit or individual performance. In order
to accommodate the diversity and culture of official units while
maintaining the basic objective, incentive plans are decentralized
and some decisions are designated to incentive committees of the

units involved.

The incentive plan for fiscal year B.E. 2551 (2008) includes

289 official units categorized into two groups:-

Group I Official units that follow the regular performance
agreement system including 120 departments, 72 higher education

institutes, and 75 provinces.

Group - Official units that follow the pilot performance
agreement and performance appraisal system within each ministry
(pilot ministries) including 9 departments of the Ministry of Finance,
5 departments of the Ministry of Energy, and 8 departments of the
Ministry of Industry. The incentive allocated to each department,
higher education institute, or province is based on three factors, i.e.,
(1) their performance ratings (a total score covering four dimensions
for all departments except those in the three pilot ministries, higher
education institutes, and provinces; and a score for the first and the
second items of the first dimension for departments of the 3 pilot
ministries), (2) paid rates, and (3) unit size, determined by salaries of
unit officers and permanent employees on 1 September B.E. 2551
(2008).
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There are 2 steps in payment calculation:-

Step 1 Calculate an incentive pool for each department,
higher education institute, or province. The incentive pool is the
total amount of incentive given for a perfect performance rating

(rating = 5.0000) in achieving all set objectives for each official unit.

Step 2 Calculate incentive allocation based on completed

performance rating within each incentive pool.

In addition to the allocated 5,550 million baht; departments,
higher education institutes, and provinces are allowed 50% of the
contingent pay for their administrators to add to their incentive

allocations according to these guidelines:-

(1) Added incentive from administrators’ contingent pay of
departments and higher education institutes. The unit
incentive committees consider the incentive proportions
divided into two proportions, one for higher ranking
officials who are assigned to assist the administration in
achieving performance ¢goals, and the other for

outstanding performance of personnel.

(2) Added incentive from administrators’ contingent pay of
provincial administrators. The unit incentive committees
consider the additional incentives allocated to personnel

for outstanding performance.

In using an incentive plan to increase efficiency in the public
sector, management needs to improve the development of
effective performance appraisal systems, including procedures as
well as setting specific goals that are clear and cover both strategic
and principal missions. Other improvements should be cascading
goals to cover most, if not all, designated units properly. These

should increase awareness and understanding at every personnel
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level to drive performance in the same direction. Additionally,
incentives must be linked to important strategic works so as to
make incentive allocation a motivational tool that can effectively
reform public services and therefore make the national

expenditure on incentive payments worthwhile.

Providing financial allocations is only one form of incentive
in organizations and incentive payments should not be the only
form of pay. Organizations need to determine other forms of
return including both transactional and relational returns. Incentive
plans should align with other human resource practices to
reinforce each other in elevating organizational performance, i.e.

increasing efficiency and quality in delivering public services.
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