


	
		×
		

	






    
        
            
                
                    
                        
                    
                

                
                    
                        
                    
                

                
                    
                        
                            
							
                        

                    

                

                
                    	
                            Log in
                        
	
                            Upload File
                        


                

            


            
                
                    	
                            Most Popular
                        
	
                            Art & Photos
                        
	
                            Automotive
                        
	
                            Business
                        
	
                            Career
                        
	
                            Design
                        
	
                            Education
                        
	
                            Hi-Tech
                        


                    + Browse for More
                

            

        

    



    
        
            
                
                

                
                	Home
	Documents

	Erika Deserranno (Kellogg Northwestern)pubdocs.worldbank.org/en/241451510688518469/6-new... ·...



                




    
        
            
                
                    
                        

                        
                        
                    

                    
                        
						1

21
                        
                    

                    
                        
                        100%
Actual Size
Fit Width
Fit Height
Fit Page
Automatic


                        
                    

					
                

            

            
                
                    
                    
                    
                

                
                    

                    

                    
                        
                         Match case
                         Limit results 1 per page
                        

                        
                        

                    

                

            

            
									
    
        
        

        

        

        
        
            Financial incentives in the public sector World Bank, 8 November 2017 Financial incentives in the public sector November 2017 Erika Deserranno (Kellogg Northwestern) 
        

        
    






				            

        

    









                
                    Erika Deserranno (Kellogg Northwestern)pubdocs.worldbank.org/en/241451510688518469/6-new... · Erika Deserranno (Kellogg Northwestern) Social ties and public service delivery Effective


                    
                                                Download PDF
                        
                        Report
                    

                    
                        	
								Upload

									others
								

							
	
                                View

                                    1
                                

                            
	
                                Download

                                    0
                                

                            


                    

                    
                    
                        
                        
                            
                                    
Facebook

                        

                        
                        
                            
                                    
Twitter

                        

                        
                        
                            
                                    
E-Mail

                        

                        
                        
                            
                                    
LinkedIn

                        

                        
                        
                            
                            
Pinterest

                        

                    


                    
                

                

                    
                    Embed Size (px)
                        344 x 292
429 x 357
514 x 422
599 x 487


                    

                    

                    
                                        Citation preview

                    Page 1
						

Social ties and public service delivery
 Financial incentives in the public sector
 World Bank, 8 November 2017
 Financial incentives in the public sector November 2017
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Social ties and public service delivery
   Effective public service delivery relies on the effort and skills of public sector workers (teachers, health workers, tax collectors, bureaucrats, etc.)
   Offering financial incentives is one potential strategy that governments can use to: 1.  motivating better job performance [effort channel]2.  attracting better candidates [selection channel]
   Are financial incentives cost-effective? Do they work better than other strategies (eg, non-financial incentives)?
 Financial incentives in the public sector
 BBDMRS17 September 2017 DDP17 September 2017 Financial incentives in the public sector November 2017
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Social ties and public service delivery
 Empirical evidence on the effect of financial incentives in the public sector is:
   Recent  Based mostly on field experiments  Mostly from low-income countries
 Will review the main lessons from existing evidence  See also IGC growth brief
 Existing evidence
 BBDMRS17 September 2017 DDP17 September 2017 Financial incentives in the public sector November 2017
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Social ties and public service delivery
 Performance-based incentives can help improve public sector outcomes, but can also backfire
 BBDMRS17 September 2017 DDP17 September 2017 Financial incentives in the public sector November 2017
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Social ties and public service delivery
   Field experiment with tax collectors in Pakistan (Khan et al 2014)   Offering incentive payments based on revenue collection helped increase tax revenues by 46%  Cost-effective: revenue gains > cost of the incentives
 Evidence that performance-based incentives work
 BBDMRS17 September 2017 Financial incentives in the public sector November 2017
 [VALUE]%
 [VALUE]%
 NO INCENTIVE PAY INCENTIVES
 Growth rate in tax revenues
 28% 41%
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Social ties and public service delivery
 Teachers in India (Muralidharan & Sundararaman 2011)  Large scale randomized evaluation on 500 schools in Andhra Pradesh   Small incentives – equal to 3% of annual salaries – improve performance of teachers (higher student test scores)  More cost-effective than providing extra resources
 Health facility staff in Rwanda (Basinga et al., 2011; Gertler and Vermeersch, 2012)
   Performance-based pay improves provision of pre- and post-natal care
 BBDMRS17 September 2017 DDP17 September 2017
 Evidence that performance-based incentives work
 Financial incentives in the public sector November 2017
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Social ties and public service delivery
   All these papers have 3 things in common: 1.  Incentives are simple and easy to understand2.  Incentives are linked to measurable targets 3.  Targets within the scope of what workers can affect
   If these conditions are not met, incentives can be ineffective or even detrimental
 Conditions for performance-based incentives to work
 BBDMRS17 September 2017 Financial incentives in the public sector November 2017

Page 8
						

Social ties and public service delivery
 Conditioning pay on poor measures of performance (either not relevant or hard to measure) can backfire
   Agents focus on improving the measure, not their performance  Rewarding health workers for “# households visited” can reduce quality of those visits or worsen targeting [Deserranno 2014]  Rewarding “box ticking” can reduce bureaucrats performance [Rasul & Rogger 2014]
 BBDMRS17 September 2017 DDP17 September 2017
 Evidence that performance-based incentives can fail
 Financial incentives in the public sector November 2017
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Social ties and public service delivery
 Non-financial incentives can be more cost-effective than financial incentives
 BBDMRS17 September 2017 DDP17 September 2017 Financial incentives in the public sector November 2017
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Social ties and public service delivery
   Rigid civil service pay scales may limit ability to offer financial incentives  Non-financial incentives are often easier to implement
   Social recognition/rewards to outstanding workers (certificates, ceremony, etc.)  Performance-based career progression: promotions and better postings
 BBDMRS17 September 2017 DDP17 September 2017
 Do non-financial incentives work?
 Financial incentives in the public sector November 2017
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Social ties and public service delivery
 Ashraf et al (2014) compare financial incentives vs. social rewards for agents distributing condoms in ZambiaSocial rewards almost double performance with respect to high financial incentives and are more cost-effective
 BBDMRS17 September 2017 DDP17 September 2017
 Evidence that non-financial incentives can work
 Financial incentives in the public sector November 2017
 November 2017
 high financial incentives
 low financial incentives
 control
 social reward
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Social ties and publice delivery
 Dube et al. 2017 compare two types of non-financial incentives in health clinics in Sierra Leone
 `top-down’ incentives (e.g., letter of recommendation) did not work while `bottom-up’ (community monitoring) did
 BBDMRS17 September 2017 DDP17 September 2017
 The type of non-financial incentives matters
 Financial incentives in the public sector November 2017
 November 2017
 bottom-up top-down control
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Social ties and public service delivery
   Khan et al (2017) offer tax collectors in Pakistan performance-based posting  better location for high achievers
   Increase of 44-80% in revenue growth, at no extra cost to the government.   More cost-effective than financial incentives
 BBDMRS17 September 2017 DDP17 September 2017
 Evidence that non-financial incentives can work
 Financial incentives in the public sector November 2017
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Social ties and public service delivery
 Financial incentives can help recruiting more qualified and motivated staff
 BBDMRS17 September 2017 DDP17 September 2017 Financial incentives in the public sector November 2017
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Social ties and public service delivery
   Hiring the “right” workers is as important (if not more important) than motivating existing workers  Hard to fire the underperformers in the public sector  Focusing on new recruits may be more effective than trying to motivate the underperformers.
 BBDMRS17 September 2017 DDP17 September 2017 Financial incentives in the public sector November 2017
 Financial incentives as a selection tool
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Social ties and public service delivery
 Dal Bo et al (2014): 1.  Vary fixed wage offered for community development
 agents in Mexico2.  Higher wages attract more candidates and higher
 quality applicants:  Higher IQ, better personality traits No crowding-out of public sector motivation
 1. 
 BBDMRS17 September 2017 DDP17 September 2017
 Higher wages attract more and better candidates
 Financial incentives in the public sector November 2017
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Social ties and public service delivery
 Changing the advertisement strategy is another cost-effective way to attract high-quality candidates:
  Affects pool of applicants at no cost Easier to implement
 BBDMRS17 September 2017 DDP17 September 2017
 How to improve recruitment?
 Financial incentives in the public sector November 2017
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Social ties and public service deliveryBBDMRS17 September 2017 DDP17 September 2017
 Village health promoters in Uganda (Deserranno 2014)
 Financial incentives in the public sector November 2017
 November 2017
 November 2017 Vary expected financial incentives at recruitment stage
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Social ties and public service delivery
 Emphasize pro-social component vs. career promotion
 BBDMRS17 September 2017 DDP17 September 2017
 Health workers in Zambia (Ashraf et al 2014)
 Financial incentives in the public sector November 2017
 November 2017
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Social ties and public service delivery
   Public sector positions are often not advertised  More transparent recruitment and adequate advertisement strategies can increase pool of “good” applicants  Serious screening strategies can improve selection within this pool
 BBDMRS17 September 2017 DDP17 September 2017
 How to improve recruitment?
 Financial incentives in the public sector November 2017
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Social ties and public service delivery
   Financial incentives can help to attract better workers and motivate them once on-the-job  Non-financial incentives can be as effective and cheaper than financial incentives   To be effective: incentives need to be simple, and based on measurable performance
 BBDMRS17 September 2017 DDP17 September 2017
 Conclusion
 Financial incentives in the public sector November 2017
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