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What is Pay for Performance or “P4P”?

Pay-for-Performance (P4P) is “Transfer of money 
or material goods conditional on taking a 
measurable health related action or achieving a 

predetermined performance target” *

Financial risk is the assumed driver of change.

“No results, no payment”.

*From the Center for Global Development Working Group on Performance-

Based Incentives
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Why consider P4P?

1. Other approaches have not worked.

2. There is a growing body of evidence that 
P4P can work. 

– Much evidence comes from contexts with 

weak capacity and far from “ideal” enabling 

environments.

3. But the devil is in the details.
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What to expect…
(from Eichler and Levine, Performance Incentives for Global Health- Potential and 

Pitfalls)

• Time limited measurable interventions respond 
quickly.
– Immunizations, vitamin A, generic curative care visits, deliveries.

• Extended duration, time limited interventions take 
longer to show results- but results do come.
– Antenatal care, tuberculosis treatment completion

• Chronic conditions requiring considerable lifestyle 
change pose the toughest challenge- but evidence 
suggests promise.
– ART, diabetes, hypertension
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P4P is a Health System Strengthening 

Strategy
(WHO 6 Building Blocks of a Health System, WHO 2007)

1. Health services

2. Health workforce

3. Health Information

4. Leadership and Governance

5. Medical products, vaccines and technologies          

And…

6. Financing 
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The process in a nutshell…

1. Design
2. Start-up Investments
3. Ongoing operations

4. Learning agenda

Caution:
• P4P is not static. The design will change as you 

learn what works and the system evolves.

• Pay adequate attention to management and initial 
implementation needs.

• Be humble! 
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Design

1. Assess and prioritize performance problems

2. Select recipients

3. Indicators, targets and how to measure them

4. Payment rules, sources of funds, and how funds 
will flow 

5. Determine management and operational roles and 
systems
– Establish contracts

– Routine Monitoring

– Validation

– Payment
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Consider design elements: Haiti case

Context: USAID funded project, implemented by MSH, that contracts 
NGOs to deliver services to 2.7 million people and pays partly 
based on results (1999-present).

1. Performance problems (Why P4P?): 

• Wide variations in NGO performance indicated improvement was 

possible.
• Full immunization coverage ranged from 7% to 70%.

• Contraceptive prevalence rates ranged from 7% to 25%. 

• Prenatal care ranged from 21% to 43%. 

• Attended delivery ranged from 53% to 87%.

• No correlation between performance and cost per visit: rough 

estimates of average costs per visit range from $1.35 to $51.93!

• Business as usual was not working.
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Recipients, indicators, and targets

2. Recipients: NGOs initially selected based on assessment of 
“institutional readiness”. Since 2005, all NGOs paid partly 
based on results. 

3. Indicators and targets (1999)- from NGO baselines:

• 10% increase in full immunization coverage

• 20% increase in number of pregnant women receiving at least 3 
prenatal care visits

• 15% increase in the number of mothers with full knowledge of oral 
rehydration therapy

• All Institutions and half of outreach points with at least 3 modern FP 
methods

• 25% reduction in the discontinuation of family planning

• 50% reduction in waiting time for child attention

• Well defined community committees with appropriate coordination 
with Ministry of Health
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4. Payment rules:
NGO annual payment= 95% negotiated budget + 

performance award.

Maximum Performance award= 5% negotiated budget 

(“withhold”)+ 5% negotiated budget (“bonus”)
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5.  Operations and systems

Project Management Unit

Negotiate 

Contracts

Provide 

Technical 

Assistance

Pay

Monitor and 

Validate 

Results

NGOs
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Start-up investments

• Assure availability of critical inputs.

• Strengthen information systems.

• Revise fiduciary and financial 
management systems.

• *** Train recipients 

• Develop the capacity to manage P4P at 
each level.
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Ongoing Management
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Learning agenda

• Process monitoring to understand what is 

working and what is not.

• Routine evaluation: 

– Pre-post is part of all P4P programs.

• Impact Evaluation: can generate policy support 

and “staying power”.

– May want to randomly select control and intervention 
areas using phased roll out.

– If RCT is not feasible, consider data from control 
areas.
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7 Worst Mistakes to Avoid

1. Failure to consult with stakeholders

2. Failure to explain rules to recipients

3. Too much or too little financial risk

4. Fuzzy definition of indicators and targets, too 
many indicators, targets that are unreachable.

5. Tying hands of managers

6. Insufficient attention to systems and capacities 
needed to administer programs.

7. Failure to monitor unintended consequences, 
evaluate, learn and revise.
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Thank You!


