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What Are Pay-for-Performance 

Programs? 

 

Pay-for-Performance (P4P) programs 

link compensation to results and 

serve as potentially powerful catalysts for 

strengthening health systems and achieving 

health targets. Many developing countries 

are piloting and scaling-up P4P programs to 

improve health results and meet health 

Millennium Development Goals. 
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Pay for Performance e 

Performance Contracting 
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• I Sistemi P4P: 
– da un lato tendono a stimolare le 

Organizzazioni Sanitarie al 

raggiungimento di particolari obiettivi 

(Performance-based Contracting) 

correlando a tali Performance il 

trasferimento di una quota addizionale di 

Risorse Finanziarie (provenienti dal 

finanziatore), definita nel suo valore 

massimo teorico, rispetto ad un valore base 

trasferito su base storica o capitaria. 
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• The NHI (national Health Insurance) pays the 
clinics a monthly member capitation payment; 
“members” are persons enrolled on a clinic roster. 
Clinics, therefore, have an incentive to register as 
many people as they can. Each month, the NHI 
pays clinics 70% of the member capitation payment 
upfront. The remaining 30% of the payment 
depends on how the clinic performs on groups of 
indicators that lead to scores for: 
– efficiency (70 % of the withheld amount), 

– quality (20 % of the withheld amount), and 

– administrative processes (10 % of the withheld amount). 
If an indicator is not fully achieved, then the proportional 
weight is deducted from the clinic’s total potential 
payment for that month. 
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• A very low performing clinic could 

potentially receive only 70 percent of the 

capitation payment (quota capitaria), 

though this has not occurred. The total 

potential payment is a per capita 

allotment multiplied by the number of 

people registered (nell’esempio 6,3 $ * 

12.000 *0,7 = 75.600 $ * 0,7 = 52.920 $). 
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Il bonus massimo teorico è invece pari 

al 30% del totale capitario: 30% di 

75.600 = 22.680 $  

Totale:   $22.680       
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– Dall’altro, sfruttano l’effetto motivante 

del c.d. goal setting e dei conseguenti 

effetti valutativi  a beneficio/carico 

degli operatori sanitari (supplier) in 

termini di bonus o penalizzazioni 

commisurati al livello di performance 

(assoluto o relativo) effettivamente 

raggiunto . 
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Uncertainty and Doubt 

• 60% of Americans believe there 

are fair ways to measure and 

compare medical care 

• 38% would support pay based 

on quality ratings while 47% 

are unsure and 15% are 

opposed 

 

 WSJ/Harris Interactive poll 

conducted 2/6 – 2/8 

“A review of 10 pay-for-performance 

programs by PricewaterhouseCoopers 

found tremendous variation among 

how health care providers 

were evaluated and how bonuses were 

paid, creating an administrative 

nightmare for providers participating 

in multiple programs.” 

 February 24, 2008 

http://online.wsj.com/home
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P4P incentives are designed to encourage behaviors 

that both increase: 

– demand for and use of services and 

– improve the quality and availability of those services. 

 

Payments may be issued: 

– To households or patients for a specific action (such as 

delivering at the health facility) as well as 

– To service providers, such as physicians, hospitals, and 

health clinics, for increasing the quantity and 

improving the quality of their services. 

Supply Side 

Demand Side 
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Individuals or groups of public and/or private 
providers can receive payments that are linked 
to increases in service utilization or 
improvements in service quality. Recipients of 
performance payments can often decide how 
to use the money empowering them to think 
creatively about: 

– how to reward staff,  

– improve facilities, 

– reach communities and  

– overcome system constraints. 
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• Choosing the type of P4P approach to use 

depends in large part on the realities of 

the health system and health priorities of a 

country. 

1. In countries with stable government 

leadership, pilots or a scaled-up national 

model that pays for results in public 

facilities can prove to be a valuable option.  
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2. In a fragile state environment, contracting 
NGOs and paying them based on achieved 
results may prove to be a more successful 
approach. If utilization barriers are primarily 
on the demand side, payments can be linked to 
health actions taken by users. 

3. A decentralized system where the national 
government wants to stimulate improved 
performance at subnational levels of the 
country may benefit most from an approach 

that links federal to state level 
transfers to results. 
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• There is no set approach to development of a 
payment formula. What is clear, however, is the 
importance of clearly specifying the terms of 
payment in a written contract or performance 
agreement that is signed by both recipient and 
payer. Examples of payment formulas are the 
following: 

• 1. Payment formula: All or nothing population-
based targets: 
– Total potential payment received by health facility = 

95% of historical budget + performance bonus. 

– Maximum potential performance bonus = 10% of 
historical budget. 

Formula dei bonus 
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Il Finanziamento del P4P 

The team can also advocate for new funding sources 
to cover the award fee amount. This is likely to be the 
most attractive to recipients. However, if these funds 
are only available for a short period of time, the long-
run viability of the program may be threatened. It is 
possible, however, that demonstration of strong results 
from P4P using external funding may provide the 
evidence policymakers need to increase public 
spending for health. 

– Lobby donor partners for funds – many donors 
are increasingly adopting a performance-based 
culture. 

– Lobby the Ministry of Finance for additional 
funds. 
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Limiti -  

 The following problems with the implementation 
of PRP are repeatedly cited across the 
literature:  

– PRP systems are expensive and are administratively 
burdensome.  

– Managers show particularistic tendencies, especially 
in countries with patronage politics and a politicised 
bureaucracy.  

– Unions often resist the introduction of PRP schemes.  

– Performance related bonuses are generally too small 
to motivate in any significant way. 

– It is difficult to objectively quantify and measure 
performance, especially when people work in teams. 
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Precondizioni 

– A supportive legal framework  

– A strong performance assessment 

system  

– Good management and administration 

capacity  

– Adequate monitoring systems  

– Good records management.  
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Fattori abilitanti di contesto 

• Other contextual factors that will support the 

implementation of PRP include:  

– High political commitment and flexible government  

– Supportive trade unions  

– High administrative and managerial capacity  

– Stable economic growth to finance PRP  

– Strong donor / government coordination  

– Good donor harmonisation (to allow for pooled 

funding arrangements). 
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