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Executive Summary

A number of psychological and economic theories
have supported pay for performance. The common concepts
of those two groups of theories are linking pay to perfor-
mance will lead to higher performance. The different
concepts are the explanations of the causes. While
psychological theories argue that higher performances are
motivated by the impact of achievements to rewards. The
economic theories focus on explanations of factors related
performance to pay, i.e. the lowest cost for employers and
higher opportunity cost for employees to lose jobs.

An incentive allocation is one of pay-for-performance
plans. Allocating an incentive to departments, higher educa-
tion institutes, and provinces, will be based on hierarchical
structure, i.e. weighted rates paid to each performance level
including a difference between the lowest and the highest
rates will significantly reflect the distinction between good
performances and excellent ones. The rationale is each unit
devoted its effort to achieve goals with little cooperation from
each other.

1" 27/6/07, 1:51 PM
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The incentive allocated to each designated
divisional level and to an individual level will be based on
both hierarchical and egalitarian structures. The rationale
is each unit needs both cooperate among units/persons
and key persons to put their own effort in achieving goals.
Therefore, the incentive is divided into 2 portions, i.e. to
reward team work among divisions/persons and to reward
outstanding persons. Additionally, to cover the diversity of
nature and culture of those official units without loosing
the concept of pay-for- efficient performance, the incentive
plans are left some detail decisions to those units’ desig-
nated incentive committees.

The incentive each department, higher education
institute, or province received is based on 4 factors, i.e.,
their performance ratings, weighted ratings, organizational
size, and incentive ratings. There are 290 official units in the
fiscal year of B.E. 2549 incentive plan (142 departments, 73
higher education institutes, and 75 provinces). The 5,550
million baht are allocated 2 periods, 4,550 million baht is
calculated in the first round using the primary performance
ratings, and 1,000 million baht is calculated for additional
pay based on the completed performance ratings.

12 27/6/07, 1:51 PM
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Those departments, higher education institutes, and
provinces will appoint their incentive committees to
consider rules and methods of incentive allocations for
their divisions and personnel. The incentive will be divided
into 2 proportions, i.e. the first proportion rewarded for
team work and the second proportion for outstanding
performance of divisions or personnel.

Besides 5,550 million baht the departments, higher
education institutes, and provinces are provided 30% of
the contingent pay for their administrators to add up their
incentive allocations. These additional incentives for
departments and higher education institutes are divided
into 2 proportions, i.e. for the higher ranks who are assigned
to assist the administration to achieve performance
agreement goals, and for their outstanding performance
personnel. For provinces, the additional incentives are
allocated to their outstanding performance personnel only.

The Thai departmental incentive allocation implemented
for 2 years (fiscal year of B.E. 2547-2548) has demonstrated
best practices, i.e. effectively reward to motivate efficient

13 27/6/07, 1:51 PM
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performance and achievement. Based on the OPDC'’s
recommendation of incentive allocation, those departments
applied suitable methods to their work environment. The
common characteristics of those best-practice departments,
higher education institutes, and provinces are leadership
of administrators, efficient and transparent management,
taking care of subordinates, and helping each other

among employees.

The incentive plan designed for Thai officers is
considered to support the objectives of stakeholders’
efficiency and fairness. A key success factor in motivating
people to put full effort on jobs is clearly communication
in plan. Besides that, there should be an understanding
in related factors, i.e. awareness in an important of
performance management system. The administrators
must understand that, in order to drive the continuing and
sustainable higher quality and efficiency of the public
service, an incentive allocation is needed to be linked to
the effective performance appraisal system and the human
resource development.
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