
ABSTRACT

The Philippine government established the Performance-Based Bonus (PBB) 
in 2012 to reward exemplary employee performance, align individual- and 
team-level efforts with agency-wide targets, and improve public service delivery 
in the executive department. At the time, the PBB was meant to augment 
salaries while the government was preparing to increase public sector wages in 
phases. With the implementation of the last phase of salary increases in 2019, 
it is important to assess the effects of the PBB on the country’s bureaucracy. 
The Department of Budget and Management, together with the Development 
Academy of the Philippines and other oversight agencies, administers the 
PBB using the Results-Based Performance Management System framework. 
In light of the incentive scheme’s budgetary implications, the agencies deem it 
critical to study how the PBB affects government efforts to push reforms and 
boost the individual- and team-level motivation and productivity of employees. 
This study, a follow-up of a process evaluation of the PBB conducted in 2019, 
employs a mixed-method research drawn on primary and secondary data. It 
undertook a perception-based survey on the effects of the PBB with more 
than 1,200 respondents and focus group discussions with PBB focal persons 
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INTRODUCTION 

Improving public sector performance has been a development concern across countries, given 
the critical role of the government in providing public goods and setting a country’s overall 
socioeconomic climate. The effectiveness of public services depends on the performance of the people 
who deliver them, making performance management in the public sector critical (World Bank 2014a). 

In 2012, the Philippines established the Performance-Based Incentive System (PBIS) for 
employees in the executive department in the context of broader results-based management 
reforms (Administrative Order 25, series of 2011; Executive Order [EO] 80, series of 2012). Developed 
to support the government’s reform agenda (EO 43, series of 2011), the PBIS harmonized 
and rationalized the incentives and bonuses granted to employees in government agencies. The 
PBIS is composed of the productivity enhancement incentive (PEI) and the Performance-Based                          
Bonus (PBB). The first incentive is an across-the-board bonus, while the latter is a top-up incentive 
associated with organization-wide compliance of several requirements as well as team-level and 
individual performance conditions. Compliance with these multilevel requirements has become 
a part of the rollout objectives of the PBB. In this sense, the PBIS, particularly the PBB, can 
help improve service delivery by linking monetary incentives with the performance of employees 
and recognizing or rewarding exemplary performance in government service. Such an approach 
emphasizes vertical coherence across agencies, teams, and individuals, which is necessary to ramp 
up their performance and productivity. Implementing the PBB is premised on the theories of 
motivation (Maslow 1943; Vroom 1964; Kohn 1993; Montana and Charnov 2008). It is based on 
the assumption that managers can differentiate the performance of employees. Albert et al. (2019) 
pointed out the literature on performance-based incentives in the public sector focusing on two broad 
strands: (a) developing various measures of performance in the public sector and (b) examining 
links between measures and performance-based incentives geared towards achieving them. 

Various guidelines (e.g., Memorandum Circular [MC] 2012-02) have been released for the 
annual grant of the PBB with the criteria and conditions on physical targets, good governance 
conditions, and performance management. The protocols include conditionalities for access 
at agency, teams, and individual levels, which effectively add policy outcomes that the PBB has 
incentivized. This can be interpreted as vertical coherence in incentivizing and promoting reforms 
and actions to support a higher level of productivity and stronger performance. It builds on the 
evidence in the management literature that the conditions for individual and team performance 
are linked to broader organizational systems of governance and that the incentives need to be 
balanced, particularly for work where collective action and teamwork are necessary for optimal 
performance results (Gibbons 1998; Garbers and Konradt 2013; Bayo-Moriones et al. 2015;                                                                                                  
Ladley et al. 2015; Burgess et al. 2017). Only a few studies (World Bank 2014b; Torneo et al. 2017; 
World Bank 2020) have assessed the effects of the PBB since its establishment in 2012 when the 

and members of the performance management teams of selected agencies, 
including oversight agencies. Empirical findings suggest that while the PBB 
has had design issues and implementation challenges (e.g., changes in eligibility 
requirements across the years and gaming and dysfunctional behavior of 
employees), it is generally welcomed across the bureaucracy. There is evidence 
that the PBB has helped boost the motivation and productivity of employees, 
which can lead to individual and agency-wide improvements. The results show 
that the PBB can be redesigned to hone its effects on public sector reforms.
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incentive scheme was meant to partly augment salaries while the government was preparing to 
increase public sector wages in phases. With the implementation of the last phase of salary increases 
in 2019, it is important to conduct a comprehensive evaluation of the PBB. This will help determine 
whether the incentive scheme is worth continuing, given its budgetary implications, and in the wake 
of other salary increases in the public sector. 

Albert et al. (2019) conducted a process evaluation study of the PBB to look into whether or 
not the program was executed in the past years according to its intended design and plans. This 
article, a condensed version of Albert et al. (2020), is a follow-up study tackling the central question: 
“What are the effects of the PBB on the performance and productivity of employees in the public 
sector?” It aims to (a) describe the PBB’s theory of change given the PBIS design and its policy 
objectives and implementation; (b) determine the employees’ level of awareness of the PBB, the 
challenges in the program’s compliance and eligibility, and its overall effects using data collected 
from a perception-based survey among government employees from the executive department; 
(c) examine the results of focus group discussions through thematic and content analyses; and 
(d) analyze secondary data on institutional outputs of the PBB, such as participation rates, eligibility 
rates, and budgets, as mentioned in the reports of the Department of Budget and Management 
(DBM) and the AO25 Secretariat of the Inter-Agency Task Force on the Harmonization of National 
Government Performance Monitoring, Information, and Reporting Systems.

REVIEW OF RELATED LITERATURE 

The use of incentives, such as monetary and nonmonetary rewards, has long been practiced in many 
private organizations (Burgess and Ratto 2003; Lewin 2003; Mogultay n.d.) and later adopted in the 
public sector. In particular, pay for performance (PFP) started in the private sector and was later 
introduced in the public sector to improve productivity, thus producing better results despite limited 
government funds. The PFP is grounded on the assumption that goals should be clearly defined and 
that rewards for achieving these goals can help motivate employees and enhance their accountability. 
Nevertheless, the precise impact of incentives may depend on the nature of the job, career path of 
employees, and other key drivers of employment decisions. In addition, the adoption of the PFP 
from the private sector to the public sector poses a challenge (Montoya and Graham 2007).

Festre and Garrouste (2008, p. 3) pointed out that performance measurement in the public 
sector was more complicated than in the private sector due to the following reasons: 

1. “There is not always a perfectly identified output in the public sector as it is the case in 
the private sector. The quality of the output is an important element to take into account. 
Although the problem applies more generally to public goods and services sectors, regardless 
of them belonging to the public or the private sector, the focus is on the public sector. 

2. The same output can be due to different agencies (or services or departments); it can be 
produced by different sets of inputs. 

3. The same agency can produce different outputs; it can participate in the production of 
different sets of outputs. 

4. The outputs can be complementary or substitute. 
5. The agencies may produce positive as well as negative externalities. 
6. The output is not sold on the market or, if it is the case, not at its market price.
7. Statisticians have to get the information they need, knowing the above difficulties. For 

example, if different ministries together produce one output, one needs to obtain the relevant 
information from all of them.”
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Due to the complex nature of incentives schemes, there are a few rigorous impact evaluations 
based on experimental methods, such as randomized controlled trials. Impact evaluations on 
healthcare services in Indonesia (Olken et al. 2014), and tax collection in Pakistan (Khan et al. 2016), 
revealed that incentives could produce improvements in specific target outcomes (e.g., child and 
maternal health indicators and tax collection targets). Nonfinancial incentives like flexibility in 
assignment choice can also be effective (Khan et al. 2016).

There are more mixed-method studies drawn on qualitative analyses, surveys, and interviews. 
Studies of healthcare in Rwanda (Rusa et al. 2009), and public services in Nigeria, show that 
incentives can improve results orientation among government bureaucrats or trigger dysfunctional 
responses to game the incentives.

There have been a few studies that looked into the PBB. In 2014, the World Bank conducted 
a study on pay for performance in the Philippine civil service. Using a perception survey with 
4,500 officials from eight government departments, the study suggested that the PBB yielded 
a positive impact on government performance (World Bank 2014a). Support for the PBB was 
found to be strong in the bureaucracy, with 70 percent of respondents agreeing that the PBB helped 
improve their performance. The study found evidence of improvements in management practices, 
such as greater teamwork, better target setting and monitoring, and fostering trust within units. 
World Bank (2020) also came up with a study on improving talent management in the Philippine 
civil service. Findings from the Philippine Civil Servants Survey 2019 suggest that while the PBB 
is not fully effective, the program has improved. About 57 percent reported that the performance 
evaluation scheme identified “bad” performers (compared with 39% in the 2013 survey), while 
67 percent felt that the PBB process was transparent (compared with 38% in 2013). 

Another study by Torneo et al. (2017), supported by the Australian Agency for 
International Development (AusAID), looked at the entire PBIS. The study used mixed-method                                                
research, document analysis, interviews, and surveys focused on the Commission on Higher 
Education (CHED), the Department of the Interior and Local Government, and the Department              
of Education (DepEd). Results of the AusAID-supported study suggested that the PBIS improved 
the previous incentive system, notably in terms of framework, comprehensiveness, details required, 
and financial rewards. Further, it noted the high compliance of employees with the PBIS. However, 
it found evidence of transparency and fairness issues and allegations of some staff gaming the system 
to get higher PBB, which was reported in Albert et al. (2019). 

Financial incentives through pay flexibility can help improve the performance of government 
employees (World Bank 2014b). Pay flexibility is defined in the study as either performance-related 
pay (PRP), i.e., “enabling pay to differ for workers doing the same job by linking a portion of pay to the 
achievement of performance targets”, or differentiation, i.e., differences in pay between similar workers 
across agencies, career groups, and geographical locations that reflect the need to compete for specific 
skills in the labor market (World Bank 2014b, p. v). Nevertheless, the evidence is mixed. Based on a 
review, 93 of 153 studies on PRP indicated some forms of positive effects of the PRP; 65 of 110 studies 
of craft and coping jobs also found positive effects. In contrast, “several studies identified problems of 
unintended consequences or gaming of the incentive program” (World Bank 2014b, p. vii). 

World Bank (2014b, p. viii) argued that the initiative by Korea, Malaysia, and the Philippines 
to “counter the tendency toward uniformly high-performance ratings and equal distribution of 
the performance bonus” (i.e., mandating a forced distribution of performance ratings) is a risky 
policy that can “harm staff morale”. Also, the efficacy of such policy varies on the “level of trust in 
an organization and the legitimacy of performance appraisals among staff”. More specifically, in 
the case of the Philippines, where a combination of “individual- and group-based incentives from 
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a mandated ranking of both working units and individuals within those units” is adopted 
(World Bank 2014b, p. viii), the survey results suggested little but direct effect on staff effort. The 
survey revealed a divergence of views depending on factors that include (i) performance 
ranking of the respondent, (ii) effectiveness of the individual performance appraisal process, 
(iii) transparency of individual performance ratings, and (iv) impact of the incentive on staff morale. 

In addition, the World Bank survey (2014b) showed that respondents believed that the 
PBB scheme motivated their management to focus more on the following: (i) organizational 
target-setting, (ii) monitoring of the accomplishment of targets, (iii) engaging staff in the process, 
and (iv) fostering greater teamwork and collaboration among staff. “Despite the lack of credibility 
of the individual performance appraisal process”, the staff were optimistic about the PRP scheme 
(World Bank 2014b, p. viii). In the final analysis, the report concluded that direct and indirect 
pay flexibility levers had opposite effects on individual productivity and organizational citizenship 
(i.e., willingness of staff to provide extra effort to achieve organizational goals).

STUDY DESIGN, METHODS, AND LIMITATIONS 

The design of the PBIS has several policy objectives, including incentivizing agency-level reforms 
to comply with the conditions for access and incentivizing team- and individual-level efforts and 
performance (Figure 1). Based on MC 2012-1, the grant of PBB aims to recognize and reward 
exemplary performance in the public sector, rationalize the distribution of incentives across 
performance categories of groups and individuals, nurture team spirit toward the effective execution 
of operational plans by linking personnel incentives with delivery unit’s performance, and strengthen 
performance monitoring and appraisal systems based on existing systems. 

Figure 1. Theory of change

Source: Albert et al. (2020)

Incentive system reforms can trigger changes in management policies and behavior of 
employees at the individual, team, and agency levels. The underlying assumption is when changes in 
these levels cohere and reinforce toward agency objectives, public sector services, and, ultimately, 
development outcomes, can also be enhanced. This can be interpreted as a form of vertical coherence 
in agency, team, and individual reforms, and actions toward enhanced productivity. The theory of 
change or results chain is based on a framework that performance is a function of motivation, 
ability, aptitude level, skill level, understanding of a task; a choice to expend effort, a choice of 
degree of effort, and a choice to persist—facilitating and inhibiting conditions beyond the control 
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of the individual, among others. It is based on the framework that job performance (i.e., an 
important organizational factor that the management aims to influence) is improved through a 
motivational scheme as a primary cause of behavior, whether intrinsic or extrinsic (Mitchell 1982). 
Establishing identification is expected to be challenging given the multiplicity of policy interventions 
involved at different levels and the high likelihood that those who are most ready to comply with 
the PBIS are also some of the strongest performing government agencies and public sector workers. 

This study attempts to provide information on the possible effects of the PBB. Evaluations 
generally help determine what works well and what can be improved in a program or policy. As 
such, it aims to guide policymakers in making adjustments in policies related to the PBB incentives 
based on information that pertains to implementation deficits from the bureaucracy. The study, 
however, is not meant to be a rigorous impact evaluation because of the complex nature of the 
PBB reform. It involves multiple levers for incentivizing agencies, teams or units, and individuals 
to improve performance directly or indirectly. The timing of the elements of the PBB also makes 
it difficult to focus on any policies for isolated study and assessment. It highlights how multiple 
incentives constituted the PBB and that these were not rolled out uniformly and may have created a 
myriad of incentive effects on employee performance.

To overcome the complexity in conducting a comprehensive assessment of the PBB, this study 
measured the effects of the program by (i) making use of data collected from a perception-based survey 
on the motivation and performance of government employees across the executive department, 
(ii) examining quality data from focus group discussions (FGDs), and (iii) analyzing secondary data 
on institutional outputs. Altogether, the data sources provide an initial assessment of the possible 
effects of the PBB while recognizing that one cannot isolate the impact of a myriad of incentives that 
make up this reform. The methods cohere with the PBB and give a more holistic picture of the many 
moving parts of the reform. In light of the limitations on the identification strategy, all analyses are 
carefully framed in terms of possible joint effects of different factors underlying performance.

As pointed out in Albert et al. (2020), the survey was designed to be a face-to-face (FTF) 
interview of the desired sample size of 2,000 government employees from the executive department. 
The targeted sample size was adjusted to 2,200 to account for nonresponse. Respondents were 
chosen through a two-stage stratified random sampling scheme. The primary sampling units (PSUs) 
were government entities, while the secondary sampling units were employees holding permanent 
positions. The PSUs were stratified according to (a) cluster type, (b) size of the government entities, 
(c) location, and (d) eligibility for the PBB in fiscal year (FY) 2016–2017 using the information 
provided by the DBM and the AO 25 Secretariat. Following Albert (2019), the cluster types of studied 
government entities include (i) national government agencies (NGAs), constitutional commissions, 
and government-owned or controlled corporations (GOCCs); (ii) the CHED and state universities 
and colleges (SUCs); and (iii) the DepEd and public schools (elementary and high school). 

Location was taken into account to minimize data collection costs while ensuring 
representativeness. Most NGAs were located in Metro Manila, but some field or satellite 
offices of NGAs and GOCCs were selected for the study according to the recommendation of 
the AO 25 Secretariat, aside from SUCs and other offices in Luzon, Visayas, and Mindanao.                                
To attempt a counterfactual analysis in the study, stratification of the PSUs involved whether 
or not the government entities were eligible for the PBB for FY 2016–2017. Survey respondents 
were randomly selected proportional to the size of two groups, namely, (a) rank-and-file positions 
(salary grade [SG] 23 and below) and (b) managerial positions (SG 24 and above). With the onset of 
coronavirus disease 2019 (COVID-19) and the enforcement of movement restrictions to manage the 
spread of the disease, data collection plans were adjusted, such as doing remote interviews through 
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cloud-based video chatting platforms. Since there had been problems in contacting the targeted 
respondents and institutions due to the lack of accurate or working contact information, only 
1,259 employees were interviewed. Along with the analysis of primary and secondary data gathered 
largely by a description of the aggregate survey data broken down by clusters and counterfactual 
analyses, seven FGDs were conducted. The FGDs were meant to solicit information about the PBB 
implementation to complement insights gained from the survey and secondary data on institutional 
outputs. Participants in the FGDs include the PBB focal persons and members of the performance 
management team of select government agencies, representatives of the AO 25 Inter-agency 
Task Force and secretariat, and representatives of validating agencies. 

ANALYSIS OF SURVEY RESULTS

In the interest of brevity, the study focuses on the key results of the PIDS Survey on the Effects of 
the PBB (PSEPBB).2 The PSSEPBB results confirm high awareness of the PBB reform and strong 
perceptions of its effectiveness in boosting the motivation of employees. There are, however, some 
issues in the implementation and possible gaming of the incentives. 

High awareness of the PBB
First, all PSEPBB respondents are aware of at least one bonus that they received as of 2019. 
After the PBB, which all survey respondents are aware of,3 the 13th-month pay and the 14th-month 
pay have the highest level of employee awareness at 90.1 percent and 80.1 percent, respectively. 
Meanwhile, less than half of the respondents are aware of the cash gift, the collective negotiation 
agreement (CNA) bonus, and the clothing allowance (Figure 2). 

Figure 2. Proportion of respondents who are aware of various bonuses (in %)

PBB = Performance-Based Bonus; PEI = productivity enhancement incentive; CNA = collective negotiation agreement
Source: PIDS (2019)

2 For further details on the survey (i.e., selected agencies and the distinction between staff with and without eligibility 
to the PBB) and the FGDs, readers may refer to the full study by Albert et al. (2020).
3 While 90.9 percent of respondents reported about the PBB in the “unaided” question on their awareness of various 
bonuses, further probe with other survey questions revealed that all respondents were aware of the PBB. Even without 
accounting for the probing done in other questions, the PBB still had the highest awareness ratings among the seven 
bonuses identified in the survey. 
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Furthermore, about two-thirds of respondents are aware of individual-level objectives of the 
PBB (e.g., to reward good performance and motivate higher performance and productivity), but less 
than half are aware of the objectives at the team and agency levels (e.g., ensuring accomplishment 
of targets, improving public service delivery and accountability, and strengthening teamwork). 
Differences in awareness of all PBB objectives are much more evident between rank-and-file 
employees and managers, with the latter being more aware of the PBB objectives than among 
employees from eligible and ineligible agencies in FY 2016–2017 (Table 1). 

Table 1. Proportion of respondents aware of the PBB objectives by position status of respondent 
 and eligibility status of agency, FY 2016–2017 (in %)

Objectives of the 
PBB

Leadership position status of personnel

Rank-and-file employees Managers All staff
Ineligible Eligible All 

agencies
Ineligible Eligible All 

agencies
Ineligible Eligible All 

agencies

Reward good 
performers

65.0 61.4 62.5 70.8 72.0 71.7 66.0 63.5 64.3

Motivate higher 
performance and 
productivity

65.9 67.1 66.7 70.8 72.6 72.1 66.8 68.2 67.8

Increase             
accountability in 
the public sector

18.0 15.2 16.1 18.5 28.6 25.8 18.0 17.9 18.0

Ensure               
accomplishment 
of commitments 
and targets

42.1 37.8 39.2 49.2 53.1 52.1 43.3 40.9 41.6

Strengthen 
teamwork within 
the agency

24.5 21.3 22.3 24.6 36.6 33.3 24.5 24.3 24.4

Enhance public 
service delivery 
to the citizens

29.1 21.0 23.6 33.8 38.3 37.1 29.9 24.5 26.1

Do not know 2.5 1.3 1.7 1.5 0.0 0.4 2.3 1.0 1.4
PBB = Performance-Based Bonus; FY = fiscal year
Source:  PIDS (2019)

Practically all (98%) PSEPBB respondents are aware of agency performance reviews; two-thirds 
of them reported that this is undertaken every semester; a tenth says annually while another tenth 
does not know (Table 2).

Nearly all (97.8%) rank-and-file respondents reported that they have individual performance 
targets. More than two-thirds (68.4%) of them, whether from eligible or ineligible agencies, 
suggested that their immediate superiors determine the targets. Meanwhile, more than half (52.7%) 
of respondents indicated that they are responsible for the targets, and less than 1 percent (0.6%) 
could not identify the responsible party (Figure 3a). 

Further, three in four (74.4%) rank-and-file respondents reported that their immediate 
superiors respond to monitoring and evaluation (M&E) of their individual performance targets 



9

Albert et al.

while a fifth (52.7%) suggested that they are responsible for M&E. A negligible proportion (0.3%) 
stated that they do not know (Figure 3b).

Table 2. Frequency of agency performance review by position status of respondents  
Reported frequency 

of the conduct of agency 
performance reviews

Eligibility status of agency
Ineligible Eligible Total

None 0.5 0.1 0.2
Once 15.1 13.0 13.6
Twice (every 6 months) 57.1 67.1 64.0
Monthly 0.8 1.7 1.4
As need arises 2.9 2.4 2.5
Do not know 12.2 8.7 9.8
Others 11.4 7.1 8.4
Total 100.0 100.0 100.0

Source: PIDS (2019)

Figure 3. Persons/units responsible for (a) determining individual performance targets and 
 (b) monitoring and evaluation of these as identified by respondents

 (a)

 (b)

 

Source: PIDS (2019)
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Challenges in compliance and eligibility
Among those who did not receive PBB at least once, the most common reason for ineligibility reported 
by respondents was that their respective agencies, as a whole, did not meet the requirements to 
qualify for the PBB, e.g., budget utilization rate, ISO 9001 Quality Management System (ISO-QMS) 
certification, and Freedom of Information and Commission on Audit reports (Table 3). 

Table 3. Reasons for not availing of the PBB according to respondents who did not receive PBB 
                at least once, by cluster type of agency 

Cluster 
type

Reasons

I had been 
working for less 

than three months 
from the reference 

fiscal year

Our agency did 
not meet the                    

requirements to 
qualify for the PBB

Our delivery unit 
was isolated for not 
meeting the targets/

requirements to   
qualify for the PBB

My individual 
performance rating 

did not qualify                   
for the PBB

Others

NGAs 3.8 80.8 13.1 2.3 15.0
SUCs 7.1 79.9 23.7 1.8 10.7
DepEd 8.7 56.5 8.7 0.0 39.1
GOCCs 0.0 66.7 2.8 2.8 41.7

Total 5.0 78.0 16.1 2.0 16.8
PBB = Performance-Based Bonus; NGAs = national government agencies; SUCs = state universities and 
colleges; DepEd = Department of Education; GOCCs = government-owned or controlled corporations
Source: PIDS (2019)

Meanwhile, about a quarter of survey participants from SUCs cited the isolation of their 
delivery units as the reason for not availing of the PBB. They did not meet the targets (i.e., enrollment 
rates, completion rates, and board passing rates) set for their specific groups to qualify for the 
PBB. The PBB focal persons in SUCs also mentioned this during the FGD conducted by the PIDS 
study team.

As shown in Figure 4, more than half of the complaints from ineligible agencies are about 
“indicators not being able to measure employee’s competence” or “focus on quantity over quality of 
outputs”. A third complained about “favoritism and unfair and biased ratings” or “the system being 
gamed” or the “lack of information dissemination and guidelines on the goals or targets”. A bigger 
share of managers (21%) from eligible agencies reported “no complaints” about the PBB than those 
from ineligible agencies (14%).

According to managers from the DepEd, SUCs, and NGAs, the top two complaints among 
employees about the PBB are “indicators not being able to measure employee’s competence” or 
“focus on quantity over quality of outputs”. The proportions of reports, however, are much higher 
with DepEd at about three-fifths, compared with about half among SUCs, and two-fifths among 
NGAs (Table 4). Meanwhile, among managers from GOCCs, about a third reported that “indicators 
do not measure employee’s competence, favoritism, and unfair and biased rating”, and “the system 
can be gamed and be unfair” as common complaints about the PBB. 
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Figure 4. Common complaints of employees from eligible and ineligible agencies about the PBB, 
 according to managers

PBB = Performance-Based Bonus
Source: PIDS (2019)

Table 4. Common complaints of employees about the PBB, according to managers, by cluster of agency
Complaints about PBB Cluster type

  NGAs     SUCs DepEd GOCCs Total

Indicators do not measure            
employee’s competence

43.2 47.3 62.5 34.6 44.2

Focus on quantity over quality        
of outputs

42.4 52.7 62.5 26.9 44.6

Favoritism and unfair                          
and biased ratings

31.8 24.3 12.5 30.8 28.8

No consultation 10.6 23.0 12.5 7.7 14.2

Lack of information dissemination 
and guidelines on the goals or targets

13.6 36.5 12.5 15.4 20.8

System can be gamed and be unfair 28.8 24.3 25.0 30.8 27.5

No complaints 23.5 13.5 12.5 15.4 19.2

Others 22.0 21.6 37.5 30.8 23.3
PBB = Performance-Based Bonus; NGAs = national government agencies; SUCs = state universities and 
colleges; DepEd = Department of Education; GOCCs = government-owned or controlled corporations
Source: PIDS (2019)
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Impact perception at the individual and agency levels
About four-fifths (79%) agreed, either strongly or somewhat strongly, that the PBB measures 
actual performance and productivity of individuals. A similar proportion (84%) agreed that the 
PBB measures the actual performance and productivity of bureaus or delivery units. Many found 
the PBB requirements fair (67%), and the basis of qualification objective (75%). Still, most of 
them (85%) suggested that the PBB needs further refinement. Meanwhile, 9 in 10 respondents 
from GOCCs provided the lowest agreement rate in the implementation of the PBB, except on the 
need to further refine the PBB, where the agreement rates were constant across the cluster types.                    
The share of respondents from GOCCs and DepEd who agreed that the payouts are released on 
time is practically the same at about 30 percent (Table 5). 

Table 5. Proportion of respondents by extent of agreement on statements on the PBB 
 implementation by cluster type of agency (in %) 

Statement Cluster 
type

Level of agreement

Strongly 

agree

Somewhat 

agree

Neither 

agree nor 

disagree    

Somewhat 

disagree

Strongly 

disagree 

Total

The PBB measures the 
actual performance 
and productivity of 
individuals.

NGAs 37.6 42.4 11.2 6.5 2.4 100.0

SUCs 37.6 43.3 10.2 7.0 1.9 100.0

DepEd 48.7 33.9 9.6 5.2 2.6 100.0

GOCCs 22.1 45.9 14.8 13.9 3.3 100.0

Total 37.1 42.2 11.1 7.2 2.4 100.0

The PBB measures the 
actual performance 
and the productivity 
of the bureau/delivery 
unit.

NGAs 44.1 40.0 9.2 5.7 1.0 100.0

SUCs 43.0 42.4 7.3 6.1 1.3 100.0

DepEd 44.4 38.3 12.2 3.5 1.7 100.0

GOCCs 27.9 49.2 13.9 7.4 1.6 100.0

Total 42.3 41.3 9.5 5.7 1.2 100.0

The PBB requirements 
are fair and applicable 
to all government 
institutions.

NGAs 30.6 36.1 19.7 10.1 3.5 100.0

SUCs 32.2 37.3 19.1 8.3 3.2 100.0

DepEd 38.3 35.7 13.9 7.8 4.4 100.0

GOCCs 18.9 36.1 23.8 14.8 6.6 100.0

Total 30.6 36.4 19.4 9.9 3.8 100.0
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Table 5. (continuation)

Statement Cluster 
type

Level of agreement
Strongly 

agree

Somewhat 

agree

Neither 

agree nor 

disagree    

  Somewhat          

disagree

Strongly 

disagree 

Total

The PBB payouts are 
released on time.

NGAs 11.7 27.0 23.9 22.9 14.6 100.0

SUCs 19.2 28.4 26.2 17.3 9.0 100.0

DepED 6.1 25.2 18.3 25.2 25.2 100.0

GOCCs 8.2 22.1 18.0 26.2 25.4 100.0

Total 12.7 26.7 23.4 22.0 15.2 100.0

The basis of            
qualification for the 
PBB is objective.

NGAs 30.4 43.8 15.5 7.7 2.7 100.0

SUCs 34.1 44.0 13.1 6.7 2.2 100.0

DepED 30.4 47.0 16.5 2.6 3.5 100.0

GOCCs 14.8 54.1 19.7 9.8 1.6 100.0

Total 29.8 45.1 15.4 7.2 2.6 100.0

The PBB needs further 
refinement.

NGAs 41.4 42.5 12.0 2.4 1.7 100.0

SUCs 48.7 36.0 10.5 2.9 1.9 100.0

DepEd 45.2 42.6 8.7 2.6 0.9 100.0

GOCCs 50.0 36.1 9.0 1.6 3.3 100.0

Total 44.4 40.3 11.0 2.5 1.8 100.0

The PBB has improved 
our institution’s 
compliance with 
government regulations 
(e.g., good governance 
conditions, use of 
budget, and delivery of 
targets).

NGAs 44.3 41.1 10.8 2.8 1.0 100.0

SUCs 51.0 37.6 6.7 4.1 0.6 100.0

DepEd 41.7 44.4 8.7 3.5 1.7 100.0

GOCCs 32.8 45.9 14.8 4.9 1.6 100.0

Total 44.6 41.0 9.9 3.4 1.0 100.0
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Table 5. (continuation)

Statement Cluster 
type

Level of agreement
Strongly 

agree

Somewhat 

agree

Neither 

agree nor 

disagree    

Somewhat 

disagree

Strongly 

disagree 

Total

Changes in the              
requirements of the 
PBB are properly 
communicated and 
disseminated.

NGAs 30.5 39.8 20.8 6.9 2.0 100.0

SUCs 37.9 41.4 14.0 5.7 1.0 100.0

DepEd 36.5 40.9 13.0 8.7 0.9 100.0

GOCCs 23.8 42.6 13.1 17.2 3.3 100.0

Total 32.2 40.6 17.7 7.8 1.8 100.0

The PBB incentivizes 
good performance.

NGAs 38.6 43.4 10.6 5.4 2.1 100.0

SUCs 38.2 42.0 12.4 4.8 2.6 100.0

DepEd 43.5 43.5 7.0 3.5 2.6 100.0

GOCCs 30.3 37.7 19.7 9.8 2.5 100.0

Total 38.1 42.5 11.6 5.5 2.3 100.0

Complying with    
good governance    
conditions increased 
our efficiency in       
service delivery.

NGAs 53.3 37.8 6.8 1.6 0.6 100.0

SUCs 60.2 31.9 4.8 2.6 0.6 100.0

DepEd 50.4 43.5 3.5 1.7 0.9 100.0

GOCCs 44.3 39.3 10.7 4.9 0.8 100.0

Total 53.9 37.0 6.4 2.2 0.6 100.0
PBB = Performance-Based Bonus; NGAs = national government agencies; SUCs = state universities and 
colleges; DepEd = Department of Education; GOCCs = government-owned or controlled corporations
Source: PIDS (2019)

About half of respondents from all clusters strongly agreed that complying with good governance 
conditions as part of the PBB requirements has increased their agency’s efficiency in terms of service 
delivery (Table 5). While at least 30 percent of respondents in NGAs and SUCs strongly agreed that 
the PBB measures actual individual and delivery unit performance and that the requirements are 
fair and applicable to all agencies. Meanwhile, a smaller proportion of GOCC respondents agreed 
with these statements. It was also noticeable that only less than 20 percent of all clusters strongly 
agreed that the PBB payouts are released on time.    

A considerable share (about 90%) of respondents across various subgroups (i.e., rank-and-file 
employees versus managers, those from eligible agencies versus ineligible ones, and across cluster 
types) expressed that their agencies would continue to comply with the PBB requirements in the 
long run even without an incentive (Table 6). 
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However, the proportion of those positive about sustained compliance with the PBB 
requirements even without incentive seems highest among respondents from SUCs (94.9%) than 
those from NGAs who have the least share (86.2%). 

Table 6. Proportion of respondents who think their agencies will continue to comply with the 
 PBB requirements in the long run even without an incentive (in %)

Group           Continued compliance of agency even without incentive
No Yes Not sure Total

Rank-and-file employees 4.6 89.6 5.8 100.0
Managers 7.1 87.1 5.8 100.0

Ineligible 3.1 91.2 5.7 100.0
Eligible 6.0 88.2 5.9 100.0

NGAs 5.1 86.2 8.8 100.0
SUCs 3.2 94.9 1.9 100.0
DepEd 6.1 93.0 0.9 100.0
GOCCs 9.1 87.6 3.3 100.0

Total 5.1 89.1 5.8 100.0
PBB = Performance-Based Bonus; NGAs = national government agencies; SUCs = state universities and 
colleges; DepEd = Department of Education; GOCCs = government-owned or controlled corporations
Source: PIDS (2019)

Counterfactual analyses
The PSEPBB respondents were asked to identify their level of agreement on 12 statements pertaining 
to the effect of the PBB on their individual performance. Figure 5 shows that about 60 percent of 
respondents, whether from eligible or ineligible agencies, strongly agreed that they have become more 
conscious of accountability requirements. Further, compared with about 40 percent of respondents 
from ineligible agencies, about half of those from eligible agencies strongly agreed that: 

• they are more conscious of their work; 
• their individual performance targets are fair, objective, and measured with up-to-date 

data; and
• they submit quality outputs and deliverables within deadlines.
Nearly 40 percent of respondents from eligible agencies, compared with about 30 percent from 

ineligible ones, strongly agreed that: 
• their performance rating has improved over the years; 
• their supervisors have become stricter in checking their outputs; 
• they are more motivated to go to work; and  
• they can accomplish more tasks. 

Meanwhile, only 10 percent strongly agreed that they would not have performed as competently 
as they had without any sort of a reward system.
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Figure 5. Proportion of respondents who strongly agree with various statements on the PBB’s 
  effect on individual performance by eligibility of agency (in %)

 

PBB = Performance-Based Bonus
Source: PIDS (2019)

To perform a counterfactual analysis between respondents from eligible agencies and their 
counterparts from ineligible agencies, the researchers looked into a composite indicator of the 
individual effects of the PBB, particularly the proportion of respondents who strongly agreed with 
at least one of the 12 statements. The researchers noted a 6.2-percentage point difference in favor 
of those from eligible agencies. However, when the PSM model that controlled for age, educational 
attainment, and employee status (i.e., managers versus rank-and-file) was used, the difference was 
even larger, i.e., a nearly 10-percentage point (Table 7). Both estimates from a standard survey data 
analysis and the PSM model suggest that the difference is statistically significant. 

 

37.6
30.9

24.5
31.4

41
31.4

30.4
37.4

57.2
8.0

22.4
13.4

47.9
41.6

35.1
45

48.9
40.6
41.7

47.9
61.3

10.3
27.9

19.3

0 10 20 30 40 50 60 70

I have been able to submit quality outputs and…
I am more motivated to go to work

Inaccurate, delayed and redundant reports have been…
My performance rating has improved over the years

I am more conscious of my work
I can accomplish more tasks now

My supervisor has become stricter in checking my outputs
My individual performance targets are fair, objective, and…

I have become more conscious of accountability…
I would not be performing as well as I have now without…

My PBB is tied to my performance
I feel that I receive better compensation with…

I have been able to submit quality outputs and…
I am more motivated to go to work

Inaccurate, delayed and redundant reports have been…
My performance rating has improved over the years

I am more conscious of my work
I can accomplish more tasks now

My supervisor has become stricter in checking my outputs
My individual performance targets are fair, objective, and…

I have become more conscious of accountability…
I would not be performing as well as I have now without…

My PBB is tied to my performance
I feel that I receive better compensation with…

In
el

ig
ib

le
El

ig
ib

le



17

Albert et al.

Table 7. Results of counterfactual analysis of the PBB’s effects on individual performance
Group Strongly agree in at least 1 of 12 statements in Section D  

on the effect of PBB on individual performance
No Yes Total

Ineligible 29.9 70.1 100.0

Eligible 23.7 76.4 100.0

Total 25.6 74.4 100.0

Difference between eligible                         
and ineligible groups

6.2

Estimated standard error 2.7

Estimated difference from propensity     
score matching

9.9

Estimated standard error 4.6
PBB = Performance-Based Bonus
Source: Authors’ calculations based on microdata of PIDS (2019)

For agencies, the PSEPBB respondents were asked to give their perceptions and level of 
agreement with the 10 statements describing the PBB’s effects on the performance and productivity 
of their department or agency. 

Survey respondents from agencies eligible for the PBB in FY 2016–2017 answered “strongly agree” 
more often than their counterparts from ineligible agencies. About half of the sampled respondents 
from eligible agencies, compared with about 40 percent from ineligible agencies (Figure 6), strongly 
agreed that:

• their respective agencies have since become more focused on results that matter to clients; 
• their organizational goals have become clearer and more aligned; 
• the management is more focused on working with staff to serve the public’s interests; 
• there have been positive changes in their department/agency; and  
• systems and operations have become more efficient, more effective, and better documented. 



18

Perceived Effects of the Performance-Based Bonus on Government Employees’ Productivity

Figure 6. Proportion of respondents who strongly agree with various statements on the PBB’s 
 effect on agency performance by eligibility of agency (in %)

PBB = Performance-Based Bonus
Source: PIDS (2019)

Meanwhile, the least strong agreement rate among the PSEPBB respondents on the PBB’s 
effects on their agency performance was that the management identified poor performers since the 
implementation of the PBB.

The effect of the PBB on agency performance was also studied in the earlier examination of 
the perceived effects of the program on individual performance. A regular survey data analysis 
revealed a 9-percentage point difference in favor of respondents from eligible agencies. 

The estimated difference was noted to be statistically significant. However, when the 
propensity score matching model was used, the difference between the respondents from eligible 
and ineligible agencies was statistically significant. The difference between the two groups was at 
13-percentage points (Table 8). Thus, the survey data revealed that the perception of respondents 
was that the PBB had effects on both individual and agency-wide performance. 
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Table 8. Results of counterfactual analysis on the PBB’s effect on agency-wide performance
Group Strongly agree with at least 1 of 10 statements 

on the effect of PBB on agency performance
No Yes Total

Ineligible 37.6 62.4 100.0
Eligible 28.6 71.4 100.0

Total 31.4 68.6 100.0

Difference between eligible and ineligible groups 9.0

Estimated standard error 2.8

Estimated difference from propensity score matching 13.6

Estimated standard error 4.7
PBB = Performance-Based Bonus
Source: Authors’ calculations based on microdata of PIDS (2019)

Synthesis of results and policy implications 
The empirical findings in this study suggest that the PBB has contributed to improving public sector 
performance at the individual, team, and agency or department levels. However, survey respondents 
and FGD participants identified design and implementation issues in the PBB, such as (a) changes 
in requirements across the years and the varying periods when the PBB guidelines were released 
to agencies that made the compliance challenging and (b) the relatively low level of awareness of 
the PBB’s institutional objectives and the linkage of the PBB with the RBPMS. Further, agency 
representatives in the FGDs expressed psychic pains about the shift in pay from a fixed amount 
to a percentage of the base pay of employees, which, as they pointed out, was unfair to those at 
the lower ranks. This suggests a need to improve how the PBB processes are communicated to 
agencies. Finally, although a few respondents identified the organizational objectives of the PBB, 
many are aware of the performance targeting and M&E of targets and suggest that managers take 
the lead in interventions to help those in need of improvements. A tenth of survey respondents 
reported that their supervisors did not assist poor performers. This suggests either capacity gap 
issues among managers in performance delivery or the lack of attention given to those identified as 
poor performers in an agency.  

This study revealed evidence of the positive outcomes of the PBB reform, which include 
increasing compliance among agencies with the conditions for PBB access. For instance, in terms 
of the transparency seal requirements, the compliance of government agencies increased from less 
than 90 percent before 2014 to as much as 98 percent from 2014 to 2016, although rates decreased 
in 2017 given the PBB’s tightening phase (AO 25 Secretariat 2019). Posting at the Philippine 
Government Electronic Procurement System (PhilGEPS) was less than 90 percent prior to 2014 
(with only 32% of the awards posted against total notices in 2011 before the PBB rollout). PhilGEPS 
posting was at over 90 percent from 2014 to 2016 but again dropped to 78 percent in 2017 during 
the tightening phase of the PBB (AO 25 Secretariat 2019). 
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There is also a widely shared perception among survey respondents, particularly the staff of 
compliant agencies, that the PBB strengthens staff members’ motivation to achieve strong results 
and enhance public services. While it is not based on actual outcome indicators, such a shared 
perception, nevertheless, signals strong legitimacy and uptake for the incentive reform. 

Issues in the rollout of this reform were also observed. There is evidence of dysfunctional behavior 
among employees, including allegations that some staff are gaming the incentives. Some agencies 
appear to lag behind in complying with PBB access requirements. During the process evaluation, 
(Albert et al. 2019) noted that the requirement for ISO-QMS certification was a contributing factor 
as to why many agencies and SUCs were ineligible to receive the PBB grant starting 2015. Amid the 
rising ineligibility rates from 2015 to 2017, the share of agencies among ineligible groups that were also 
not ISO-compliant increased from about 20 percent in 2015 to nearly 80 percent in 2016 and 2017.

While it is reasonable for the government to continue the implementation of the PBB, it is also 
important to develop ways to improve it. Given that the PBB implementation is in its 9th year, it may 
be an opportune time to start planning for a grand revision in the design and implementation of 
the PBB by 2022 when a new administration is in place. International evidence and good practice 
suggest that output- and performance-based incentives are much preferred over across-the-board 
increases, not only from a performance viewpoint but also in terms of budget sustainability. 
Possible improvements in the PBB incentives framework can touch on the following aspects:

1. Implement a moratorium on changes in the agency-level conditions so that agencies 
will have an opportunity to comply with existing conditions and in light of the seeming 
increased workloads amid the COVID-19 pandemic and in the new normal.

2. Create agency-level redress mechanisms for complaints, such as alleged issues of unfairness 
and gaming of incentives.

3. Provide support mechanisms for lagging agencies on access conditions (e.g., leadership and 
strategy reviews and technical assistance on change management).

4. Take the opportunity amid the pandemic to enhance nonfinancial incentives. Flexibility 
on assignment location and work-from-home options, among others, can be powerful 
incentives. This time, a rigorous impact evaluation framework must be considered for the 
nonfinancial incentives.

5. Consider small-scale experimentation on the provision of incentives to agencies based on 
the contribution to sectoral targets, such as the Philippine Development Plan (NEDA 2010) 
and/or the Sustainable Development Goals (Reyes et al. 2019). 

The PBB must be understood within a broader reform context across agencies. Staff from 
agencies that are “overwhelmed” with requirements may be discouraged rather than incentivized, 
thus, reform roadmaps in each agency must be synced with the use of the PBB (Opiniano 2019). 
These roadmaps should include plans to streamline data collection for performance and enhance 
e-government, among other options, to lessen the reporting burden for staff members. Submission 
and processing of the PBB requirements may be simplified by shifting toward a digitalized process, 
rather than paper documentation submissions, to make reform gains more firmly established and 
help prevent regression in accomplishments. In addition, technical assistance and support for 
change management efforts can strengthen the compliance of agencies with the conditions for 
access to the PBB, particularly for lagging agencies. This should help address concerns that some 
agencies are left further behind, not because of the lack of staff members’ efforts but because of the 
need for reform support.
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