
What elements of performance incentive programs lead to success? What
pitfalls can be avoided? When do performance-based programs generate

more bang for the buck than other approaches? What tools are needed to help gov-
ernments and nongovernmental organizations (NGOs) put performance-based
financing in place? Moving beyond the monitoring and evaluation that should be a
part of any performance-based program (chapter 4), here we propose an agenda for
learning that extends beyond any individual country or program. It is about devel-
oping knowledge and tools that can be used widely, rigorously measuring and under-
standing what works across settings, and creating an ongoing way to share and learn
among those who are implementing and studying performance-based programs.

Filling the Toolbox

Our look at several real-world cases suggests that three types of new tools would
be particularly useful in strengthening future programs.

Standardized Assessments

To date, most performance-based initiatives in the developing world have focused
on either overcoming household- or patient-related barriers or changing provider
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reimbursement to affect the behavior of individual health workers, managers,
and the systems to deliver services. Few have tackled both at the same time. The
choice—demand, supply, or both—has rarely been driven by an explicit assess-
ment of all barriers; instead, it has usually been based on the starting premise and
mandate of the designers. Even more neglected are the actions required by other
actors, such as other sectors or community-based initiatives, to support the
effective use of essential interventions. A comprehensive assessment of the causes
of poor performance would be a sound first step toward designing performance-
based programs.

Such an assessment might include the following:

—Methods to measure the extent of problems with use, efficiency, and quality
of service,

—Diagnostic questions, analysis, and qualitative methods to assess provider
productivity and quality and to understand existing incentives and their effects on
behavior,

—Analysis of household survey data to quantify household barriers to effective
use of health services,

—Diagnostic questions to clarify objectives and prioritize problems that the
incentives would address,

—Analytic tools, such as worksheets, to estimate the costs of implementing a
performance-based program, both the near-term costs of switching and the likely
recurrent costs,

—Guidelines for mapping the interest groups likely to favor or oppose a
performance-based incentive approach, and

—Tools to model the potential impact of incentives, such as a simulation
model to ask “what if” under various assumptions.

A related tool with some of these features has been developed, field tested, and
refined for tuberculosis control programs (see Weil and others 2004). This could
be adapted for other applications.

Performance Indicators

A dynamic handbook on performance indicators would address the challenge
of selecting which indicators are appropriate in given circumstances. Such a
volume would also bring together the best available evidence about the link
between desired health outcomes and particular observable behaviors that might
be changed with the introduction of incentives. This is particularly important
for provider-side interventions, which often seek not only to increase the use
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of key services but also to improve the quality of service delivery. Approaches
to measuring responsiveness and satisfaction of households would also be
included, with sample instruments to measure user satisfaction that could be
implemented cost-effectively at the community or service provision level. The
starting point would be to develop a set of evidence-based process and output
measures related to quality, drawing from evidence-based guidelines and consumer
assessment instruments.1

The handbook could also provide guidance on methods to measure and validate
performance that are feasible in developing-country contexts, including approaches
to measuring and validating performance that can be implemented in countries
with paper medical records and limited access to technology. Specifications needed
to measure and validate results through an independent third party and systems
for recipients to self-report coupled with random audits could also be included.
Step-by-step guides to monitor and verify results that could be adapted to a spe-
cific context would reduce start-up costs.

Contracts and Agreements

A compendium of contracts and performance agreements detailing how payment
is linked to performance would provide a useful menu of options. Included could
be contracts that specify performance indicators and targets, how performance is
measured, and how payment is linked to results. The contracts might also incor-
porate notes from the designers and implementers that explain why the specific
indicators and payment approaches were chosen and the reasons for modifications
and lessons learned during implementation.

The handbook and compendium of contracts could be organized as online
resources, be updated at relatively low cost, and invite contributions from researchers,
practitioners, and others. The online documentation could be supplemented by
occasional expert panel reviews of indicators and terms of the contract.

Assessing the Impact

Financiers, governments, and policymakers at every level want to know which
approaches to paying for performance have the greatest impact and when paying
for performance is more effective than other approaches. They would also like to
avoid the failures of other performance incentive programs and replicate the
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successes. To address those needs, we can examine, closely and rigorously, 
the effects of relevant alternative approaches, to establish a causal link between
programs and outcomes. Analyzing program performance after the fact through
routine program monitoring data and quasi-experimental research methods is
productive, but subject to biases that are difficult to correct and therefore make it
hard to draw reliable conclusions.

To measure the impact of a new program, it is best to observe the same indi-
viduals or providers in parallel situations, with and without the program, at the
same time. The comparison group can be created any number of ways, including
random assignment, statistical matching, and eligibility filtering. Of these, random
assignment is most likely to avoid biased results, although obstacles to its use in
many settings are significant. Such an approach enables us to account for other
factors that may determine success of those in the program, such as whether more
capable providers—those most likely to be high performers without additional
financial incentives—elect to participate.

In all the cases highlighted in this book, packages of interventions were
implemented simultaneously, making it hard to attribute an improvement in per-
formance to any one of them. For example, many supply-side programs include
technical assistance, increased funding, strengthened information systems, increased
autonomy, and precise definition of expected results accompanied by improved
monitoring. Is improved performance coming from the financial incentive, the
clear expectations, the better information, or the increased autonomy? Most likely,
it is attributable to a combination of factors, and the package as a package is the
relevant intervention to examine, not individual elements. More information is
needed, though, to disentangle the contributions of interventions that are intro-
duced simultaneously.

The Nicaragua program faced an additional challenge because it included
both supply-side and demand-side incentives. Its impact evaluation examined
the impact of the package but did not disentangle the contribution of the 
elements. To establish the relative importance of different interventions, dif-
ferent treatments, such as technical assistance, funding, and technical assistance
plus funding, would have to be compared against each other and a comparison
group. Choices among possible comparisons to study should be based on real-
world options.

Impact evaluation is more than a tool for gauging impacts at the end of a
program and providing inputs into a cost-effectiveness analysis. It can also help a
program to evolve. For example, in the initial phase of a pay-for-performance pro-
gram, three contracts with different risk levels can be piloted. Based on the results
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from an early evaluation, the most effective contract can be scaled up. Several
parameters lend themselves to this kind of experimentation, including the relative
effects of supply versus demand interventions, the level of rewards offered for per-
formance, and the balance of trade-offs between access and use.

In addition, impact evaluations should collect data to allow for possible
unintended perverse or positive effects. Monitoring to determine whether increased
attention on rewarded services leads to neglect of other important services is
critical. The impact on the distribution of health workers also requires careful
assessment because the potential to earn performance awards can either exac-
erbate or mitigate regional differences, depending on the design. Careful mon-
itoring and evaluation can help to identify positive spillover effects such as an
increased use of services, rewarded and not, by a previously underserved pop-
ulation group.

On a local level, impact evaluation can be valuable in maintaining and strength-
ening political support. In addition, although no findings from one context can
be generalized without qualification, the impact evaluation of one program does
provide valuable lessons, such as a benefit that is amplified as evidence from 
a number of similar programs is combined. A good example on the demand 
side is conditional cash transfers (see chapter 6). For other demand-side inter-
ventions, however, as well as for most supply-side interventions, the evidence
remains thin.

Evaluations that provide lessons for other contexts ideally would describe
the market for services—number of providers, potential for competition—that
existed before and the problems and constraints that the incentives were designed
to address. A description of the landscape of service provision that includes the
number of providers serving a given population would be useful contextual
information.

Understanding the incentives that providers faced before performance incen-
tives were introduced may enable insights into the applicability of a given experi-
ence to another context. Environments in which providers are paid a salary not
linked to performance differ from those in which they are given capitation pay-
ments or fees. The new incentives interact with the existing incentives. A program
that pays performance awards by holding back or reallocating money from exist-
ing budgets may affect behavior differently than a program that funds perfor-
mance awards by using new funding. The same design, for example, might have
desired effects when funded by infusing new money and weak effects when funded
by reducing existing budgets. Although the source of funding is not likely to be
an element of an impact evaluation in a specific environment, it is an element
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of design and context that needs to be noted when building a global body of
evidence.

When to Consider Programs

Performance incentives are one in a basket of potential approaches to improve
health results. How do donors and policymakers choose? Key to this decision
is whether and under what circumstances using money to buy results generates
a higher return. Evaluations are needed that compare performance incentives to
training and other approaches.

Another important question is whether the benefits justify the costs incurred.
In addition to immediate-term benefits, such as increased use of services, 
performance incentives may provide benefits that will be realized only over
decades, such as strengthening the capacity of delivery systems and alleviating
poverty. Comparisons of alternate interventions need to attempt to capture such
multiyear benefits.

Key Questions

Impact evaluations and other research efforts are most useful when they address
questions that can inform future design and implementation decisions. Future
research might well incorporate and examine the questions that follow, which are
in no way intended as comprehensive.

—Demand-side programs. The magnitude of financial transfers needed to
achieve health goals,2 whether the costs of conditioning payment justify the
benefits, whether communicating the conditions of income transfer without
monitoring compliance is enough, how changes in demand affect provider actions,
and whether there are unintended consequences and effective strategies to avoid
negative effects.

—Supply-side programs. The effects and costs of providing incentives to 
individuals and to teams, the advantages and disadvantages of schemes that pay
for each service over those that pay on the basis of population-based targets or a
balanced score card, the share of provider income to be at risk and the form pay-
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2. An impact evaluation is being implemented in Malawi that is examining the effect of none to
significant financial payments to people who are HIV negative if they maintain their negative status
after one year. People are randomly assigned at the point of their HIV test to payment regimes that
vary from no payment to the equivalent of two months’ average wage. In addition to providing infor-
mation about whether performance incentives work, this study will provide more refined information
to inform how much payment yields the desired result and whether there are diminishing returns
(Rebecca Thornton, discussion, December 2007).
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ment should take, the best target-setting strategy (provider baseline, absolute
threshold, tournament style, or a combination), the effects of implementing a pro-
gram by reallocating existing budgets and by using new funding, and how to avoid
negative effects and enhance positive effects.

Creating a Network

Some of the most important knowledge needed for successful performance-based
incentive programs will be gained by trial and error and be captured by those
undertaking the challenge of implementing programs. A serious global learning
agenda should include creating a learning network of funders, researchers, and
program managers across countries.

A starting point might be an interactive website offering an “ask the expert”
series, case studies, and a library of performance incentives. As incentive programs
grow and lessons accumulate, the benefits of global networking to share lessons
will also grow.

Likely candidates for a network approach include supply-side strategies that
provide performance-based payment at the institutional level or higher. A network
of payers might also be a helpful way for a range of programs to learn from one
another. National programs that implement performance-based payment pro-
grams can benefit from cross-country networks to exchange lessons. For example,
tuberculosis control programs that have implemented some form of either supply-
side or demand-side incentives have met three times at the annual meeting of the
International Union Against Tuberculosis and Lung Disease to share lessons and
to reach consensus on incentive approaches that increase both case detection and
treatment completion. The World Bank has organized international meetings that
bring together delegations from across the globe to discuss conditional cash trans-
fer programs. Officials and researchers from Mexico, Chile, Brazil, Argentina,
and Colombia meet frequently to exchange lessons about CCT programs, and
Mexico frequently hosts delegations from other countries wishing to view the
program in action.

Conclusions

The learning agenda set out here is ambitious and important. It calls for new tools
to help practitioners to implement performance incentive programs and to link
people across the globe in a dynamic and interactive framework that allows them
to share and learn from one another. It also calls for a commitment to conduct
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impact evaluations that will generate the sound body of evidence needed if finan-
ciers and program implementers are to understand whether and when there is
value in paying for results.
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