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This is the final report of a consultancy commissioned by the World Health Organization 
(WHO) Regional Office for the Western Pacific focusing on the possible use and application 
of incentives for health workers in the Lao People’s Democratic Republic. It incorporates key 
findings from a literature review of international evidence on incentives as well as findings from 
interviews with key stakeholders in November 2009 and January 2010. The report makes 
recommendations for the possible introduction of incentives for health workers.

the need for capacity and for clarity
The first key point is that the scope for managing and administering effectively any type of 
incentive scheme in the Lao People’s Democratic Republic is limited, as it requires significant 
district management time and effort. The human resources for health (HRH) policy-making 
and management capacity in the Lao People’s Democratic Republic is not currently configured 
to support complex or highly technical approaches to the implementation of incentives. 
Furthermore, information collection and monitoring abilities are weak. 

The second key point is that a much greater degree of precision is required in the policy 
debate about what type(s) of incentives should be considered for use. The use of incentives 
has been raised by various stakeholders, as a “solution” to various policy challenges including 
compensating for low basic pay rates, as a driver to improve health outcomes or achieve 
Millennium Development Goals (MDGs), as a method of improving health worker productivity 
and performance, as a means of achieving geographic redistribution, and as a mechanism for 
improving retention. 

There is a risk that these differing and partially overlapping objectives will become blurred 
and that a generic and non-specific use of “incentives” will be regarded as a panacea, or 
solution, for all the HRH problems in the Lao People’s Democratic Republic health system. As an 
immediate measure, it is necessary to clarify which of these interlinked reasons are the priorities 
for possible use of incentives, while also establishing a mechanism for assessing the likely cost, 
benefits and risks of introducing any additional incentives scheme. Cost, in particular, must be 
assessed, given the limited resources available. Clarity is therefore needed to understand why 
incentives should be used, or what is the objective, and which of the many interlinked “problems” 
identified above should be addressed. 

What should Health Worker Incentives aim to achieve?
Many of the stakeholders interviewed in January 2010 identified incentives as a way of dealing 
with the low absolute levels of health worker pay. In addition, they highlighted three clear areas 
of priority, as described below, which are not mutually exclusive.

(1) Improve retention of  Health Workers in rural and remote areas
The clear priority that emerged in discussions with stakeholders was the desire to improve 
health care provision, access and performance in rural and remote areas. Rural and remote 
areas, where health status tends to be poorest, are the least well served. For many in the 
health workforce, there is an opportunity cost associated with public sector employment, 
particularly if posted to rural and/or remote areas, as better wages can be achieved 
either by private practice, or by leaving the health sector altogether. 

executIve summary
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(2) Improve the Quality of  care and services
The need to improve service quality was also highlighted by a number of respondents. 
Some suggested providing incentives for health professionals to improve their clinical skills 
and practice of their existing duties; others suggested building a more dedicated, practice- 
and consumer-focused approach to fulfilling those duties, including basic issues of ensuring 
that the availability of health services and health service staff is reliable and predictable 
– a key issue for communities where travel may be time-consuming and carry a high cost in 
terms of lost wages.

(3) achieve Better Health outcomes
Another key area highlighted in discussions was the need to improve performance against 
key MDGs. This would suggest that incentives should be employed in order to promote and 
ensure effective programmatic responses to addressing key risks. 

It is important to define the objectives and related outcomes of a given incentive scheme. 
These outcomes should be clearly delineated and measurable. Ideally, an interrelated 
scheme of both short- and longer-term outcomes should be defined, reflecting both the 
ultimate outcomes (e.g. improved health status) and the successful achievement of the steps 
required to get there (e.g. retention of appropriately skilled staff).
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1 The decree was approved in 2011, with the current title “Decree on incentives for civil servants posted to rural areas”.

no recommendations Proposed  
timeline

Support full implementation of the Decree on stipulation of incentive for 
government’s staff, solders, police who work in the remote areas1 as it applies to 
health workers.

Immediate1

Linked to the above, establish mechanisms to monitor implementation of the decree 
and report on its impact and outcomes, in terms of extent of coverage of the 
decree-based incentives, etc.

Immediate/
Short Term

2

Document, review and assess the lessons learnt from previous projects and 
programmes conducted in the Lao People’s Democratic Republic that have 
incorporated the use of incentives. 

Short Term3

Convene a workshop on retention of rural workers, building on work already 
under way in the Lao People’s Democratic Republic, and on the current WHO-led 
programme on evidence-based recommendations for policies to improve retention 
of staff in remote and rural areas.

Mid-20104

Build on results of the WHO-supported workshop to then conduct a broader-based 
review of options for use of incentives, within the context of implementation of the 
current draft HRH strategy for the health sector in the Lao People’s Democratic 
Republic, and with a key objective being to identify costs, benefits and risks. The 
focus should include options described as: 

 » Geographic: Prioritize rural and remote retention

 » Programme: Prioritize achievement of key MDGs

 » Cadre: Target particular cadres of health workers
 » System: Develop an incentive package related to an integrated   

 approach of performance assessment, review and development.

Full identification of the advantages, disadvantages and implementation costs of 
each option would be required. This appraisal would be the core objective of the 
review. 

5 Mid- to late 
2010

constraints on options
The most significant barrier to the effective implementation of an incentive scheme in the Lao 
People’s Democratic Republic remains the overall low level of funding in the health sector. The 
expected outcomes of a health worker incentive package need to be viewed within this context, 
and the issue of sustainability and value for money must be carefully considered. 

The table below sets out recommendations for consideration as next steps in determining and 
implementing incentives in the Lao People’s Democratic Republic. These recommendations are 
made on the basis that there is a need for clarity in identifying priorities, and that there is 
also a need to link incentives to the broader HRH strategy currently at an advanced stage of 
development in the Lao People’s Democratic Republic.
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IntroductIon

objective

The objectives of the work, as set out in the Agreement for Performance of Work (APW), 
were to:

 » undertake a literature review and analysis of evidence and good practices in health  
 worker incentives/mechanisms to determine their potential relevance to the Lao   
 People’s Democratic Republic, propose possible options for the Lao People’s   
 Democratic Republic, and produce and submit to WHO a technical report/   
 document;

 » visit and hold consultations with government and stakeholders in the Lao People’s   
 Democratic Republic to have dialogue on the outcome of the review/assessments and  
 proposed options, and submit to WHO a report on the outcomes of the consultations  
 and agreed policy options and/or incentives mechanisms; and

 » assist the Government to review and provide technical input on the draft ministerial  
 decree on health worker incentives and formulate draft national guidelines or similar  
 guide on health worker incentives in the Lao People’s Democratic Republic, and   
 submit to WHO a final report on the work including drafts of the decree and   
 guidelines of health worker incentives.

method

The work was conducted in three phases. First, a literature review and analysis of evidence 
was carried out, synthesizing good practice in health worker incentive mechanisms worldwide, 
including examples from the Western Pacific Region. A report on this review was provided to 
WHO in November 2009. Second, an initial scoping visit to Vientiane, Lao People’s Democratic 
Republic in December 2009 identified key activities in the area and identified key informants 
for further discussion and interviews. Key recommendations from this visit were presented to and 
approved by WHO in December 2009.

Finally, in January 2010, a consultancy visit comprised interviews with key stakeholders including 
Ministries of Health, Education and Finance, the Public Administration and Civil Service Authority, 
Lao People’s Democratic Republic, and a range of representatives of donor organizations 
involved in delivering and supporting health programmes and development in the Lao People’s 
Democratic Republic. A complete list of interviewees is provided in Annex 1. One of the 
consultants also participated in a workshop on the development of an overall health strategy for 
the Lao People’s Democratic Republic, held from 19 to 20 January 2010.

Interviews were conducted to assess the current use and knowledge of worker incentives, to 
obtain stakeholder views about the applicability of different types of health worker incentives, 
and to develop an overview of whether stakeholders saw health worker incentives as an 
important strategy for the future, and if so, how they could be most usefully applied.
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scope

This report focuses on the potential for and application of incentives targeting health workers. 
The use of incentives to influence consumers of health services (e.g. payments made to expectant 
mothers for attending health centres to deliver) lies outside its scope.

However, incentives cannot be addressed in isolation. A significant amount of work is currently 
being undertaken in the Lao People’s Democratic Republic to improve health and other key 
service delivery issues. This includes reviewing aspects of health finance, financial management 
and public sector remuneration, and a range of work being undertaken to improve the 
governance and monitoring of public sector management and monitoring. These initiatives will 
have direct or indirect relevance to both the use of incentives and to the objectives for using 
incentives, such as the recruitment and retention of public sector health workers.

This report has a narrower scope than these broader-based initiatives, but it is evident that the 
issue of incentives cannot and should not be addressed in isolation; they must be an integral 
component within the human resources framework for the health system in the Lao People’s 
Democratic Republic, and must be linked effectively to health sector finance and funding. 



demographics and socioeconomic status2

The Lao People’s Democratic 
Republic has a population of 
5.6 million (2005), a population 
growth rate of 2.1%, and a sparse 
population density of 23.7 per 
square kilometre, with large inter-
provincial variation and an average 
household size of 5.9 persons. The 
population is young, with 39% under 
15 years of age. In 1995, 75% of 
the population lived in rural areas 
(down from 83% only 10 years 
earlier).

There are 47 distinct ethnic groups, 
with ethnic Lao comprising just 
over 50% of the population. Ethnic minorities predominate in the highlands, where there is 
more poverty, poorer health status (according to key indicators) and fewer services available. 
Linguistic and cultural barriers make effective and accessible service delivery challenging. 
Women have lower literacy rates than men, and the girls’ participation rate in school is lower 
than that of boys. 

The Lao People’s Democratic Republic ranked 133 out of 179 nations on the Human 
Development Index in 2006. The official poverty rate was 33.5% in 2002, but it was higher 
in remote and highland areas. Proxy indicators of poverty such as access to sanitation and 
electricity also point to the vulnerability of some populations, with pronounced urban/rural 
disparities. For example, 96% of urban households and only 33.3% of rural households have 
access to electricity.

the Health Policy context  

As noted in the WHO country profile, the national health priorities are articulated in three 
documents: 

(1) the 20-year Health Strategy to the Year 2020 (2000); 

(2) the Lao Health Master Planning Study (2002); and 
 
(3) the National Growth and Poverty Eradication Strategy (NGPES, 2001). 

The principles and visions of these documents have been included in the sixth five-year National 
Socio-Economic Development Plan (NSEDP, 2006–10) as well as the sixth National Health 
Sector Development Plan (2006–10), which was shared in English with development partners in 
November 2008.

Figure 1. The Lao People’s Democratic Republic

2Unless otherwise stated, information in this section was taken from the Country Health Information Profiles: Lao People’s Democratic 
Republic (Manila, WHO Regional Office for the Western Pacific, 2010). 

Background

Source:WHO

10
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The Health Strategy to the Year 2020 has four basic concepts: full health care service coverage 
and health care service equity; development of early integrated health care services; demand-
based health care services; and self-reliant health services. This leads to six health-development 
policies:

 » strengthening the ability of providers;

 » community-based health promotion and disease prevention;

 » hospital improvement and expansion in all levels, including remote areas;

 » promotion of traditional medicine, integration of modern and traditional care, rational  
 use of quality and safe food and drugs, and national pharmaceutical product    
 promotion;

 » operational health research; and

 » effective health administration and management, self-sufficient financial systems, and   
 health insurance.

In addition, NGPES focuses on poverty and the poorest districts, of which 72 “poor”, 47 
“poorest” and 10 “targeted for initial activities” have been identified. Among the priorities 
in NGPES are information, education and communication for health; expansion of the service 
network for the health promotion of people in rural areas; and improvement and upgrading of 
the capacity of health workers from village to postgraduate level, with an emphasis on ethnic 
minorities, gender balance, and incentives for retaining health workers in areas of shortage. 

The NGPES forms the core of, and has been fully integrated into, NSEDP (2006–10). 

Health care service delivery 

Health care is delivered mainly by the public health system in the Lao People’s Democratic 
Republic. It comprises four central teaching and referral hospitals, five regional hospitals 
including one teaching hospital, 13 provincial hospitals, 127 district hospitals (Category A with 
surgical capacity, Category B without) and about 746 health centres. In 2005, there were 5081 
hospital beds, equating to 0.9 beds per inhabitant. The Government has announced an objective 
of future autonomy for public health facilities.

The state system, which is highly dependent on user fees for recurrent expenditure, is 
underutilized, especially in the peripheral areas, where low population density and geography 
inhibit access. One report noted: “There is a chronic problem of irregular and uneven service 
provision with consequently low demand-side expectations. Long term under-funding of public 
health care has created dependence at facility level on margins gained through the sale of 
drugs. The low salaries paid to health staff and the absence of substantial official incentive 
schemes has led to low motivation, poor staff performance and increased authorized private 
practices by public health staff. Demand is further restricted by the problem of unofficial 
payments to health staff” (Annear et al., 2008).
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Figure 2. General government expenditure on health as a percentage of total expenditure in the 
Lao People’s Democratic Republic

Source: Adapted from the WHO Statistical Information System (WHOSIS), Geneva, World Health Organization, 
2008.

In 2007, total health expenditure was about US$ 138 million, or US$ 24 per capita, about 55% 
of which came from households, 30% from donors, and 15% from the government hospitals, 
which are highly dependent on user fees. Health workforce “salaries” account for about 75% of 
domestic health expenditure (WHO Regional Office for the Western Pacific, 2010).

There remains a large funding gap for implementation of the NSEDP for all sectors, including 
health. Although there has been a fall in the share of health expenditure in the public budget 
as a percentage of GDP, the Government has pledged to increase health spending within the 
framework of its policy dialogue with the World Bank and International Monetary Fund.

Lack of financial resources contributes to low wages for government health workers, and places 
significant and ongoing constraints on the ability to support the workforce and the capacity to 
develop and implement long-term workforce development initiatives.

Health finance and management

Any health system is constrained in its pay and incentive strategies by the level of funding 
availability. In 2008, The World Bank estimated the Lao People’s Democratic Republic’s gross 
national income to be US$ 740 per capita, but projected that economic growth would fall 
slightly from 7.3% to 6.4% in 2009 (The World Bank, 2009). While revenue collection in the 
Lao People’s Democratic Republic has reportedly been above national targets, it remains low at 
14.3% of gross domestic product (GDP). Major public management reforms are ongoing. Tax 
and revenue collection was recentralized by Prime Ministerial decree in 2007. 

Despite a steadily increasing GDP, growth in health sector spending has been slow, and in recent 
years the proportion of government expenditure on health has been decreasing.
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This first main section of the report provides an overview of key human resources for health 
(HRH) issues in the Lao People’s Democratic Republic, based on document analysis and on 
feedback from stakeholders.

Comprehensive and up-to-date data on numbers and distribution of health workers in the Lao 
People’s Democratic Republic were difficult to collate. According to WHO collated data, shown 
in Table 1, there were 18 017 health workers in the Lao People’s Democratic Republic in 2005, 
including civil servants under the Ministry of Public Health, contractual staff, and health workers 
under the two other ministries that manage non-public health facilities: the Ministry of Defence 
and the Ministry of Public Security. Less than 50% of the total (8 942) work in public health 
facilities managed by the Ministry of Health, including hospitals, health centres and district-level 
health facilities, with the majority working in the latter. Eighty-eight per cent of staff at district 
level are mid- and low-level staff, with physicians representing only 6% of district-level staff 
(WHO Regional Office for the Western Pacific, 2010).

key HrH Issues In tHe Lao PeoPLe’s 
democratIc rePuBLIc

Table 1. Overview of human resources for health in the Lao People’s Democratic Republic, 2005

Source: Adapted from Country Health Information Profiles: Lao People’s Democratic Republic. Manila, WHO 
Regional Office for the Western Pacific, 2010.

Maldistribution of staff, both geographically and by facility level, is reported to be a significant 
issue in the Lao People’s Democratic Republic (WHO Regional Office for the Western Pacific, 
2009; Annear et al., 2008). There are 2992 high- and mid-level medical staff at health-facility 
level, equating to 0.53 workers per 1000 inhabitants, significantly below the WHO target of 
2.5. These workers tend to be concentrated in regions with higher socioeconomic status and 
urban areas, as rural areas are unattractive to newly trained competent workers. Figure 3 shows 
the average density of medical staff by district.

A “one-off” detailed analysis of the health workforce, including data on key HRH issues such 
as health worker distribution, expenditure, costings and projections of future staffing costs, is 
provided in Human Resources for Health: Analysis of the Situation in the Lao People’s Democratic 
Republic (Ministry of Health, 2007). It is the most comprehensive single source of data on the Lao 
People’s Democratic Republic’s health workforce, and was based on significant data gathering 
and analysis. 
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Figure 3. Average density of medical staff at district level by province, Lao People’s Democratic Republic, 2005

Source: Human Resources for Health: Analysis of the Situation in the Lao People’s Democratic Republic. Vientiane, Ministry of Health, 2007.
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Relatively low wages by international standards – an average equivalent to about US$ 405 
per annum (see Table 2) – may contribute to recruitment difficulties and to low health worker 
productivity. The Asian Development Bank (2005), in its report developed in preparation for the 
Lao Health Sector Development Plan, noted: “Low pay and lack of incentives are constraints to 
attracting personnel.” In 2007, it commented that, because of poor wages, health workers “can 
ill afford to work full time in a health facility, or be posted to remote health centres where they 
cannot earn an additional income” (Asian Development Bank, 2007). Workers therefore rely on 
coping strategies, including undertaking second occupations in order to secure their livelihoods 
(World Health Organization, 2010).

Table 2. Salary scales in the public sector, Lao People’s Democratic Republic, 2008-2009a

a Salary scale based on the value of index – 3000 kip/index. Start implementation in 1st quarter of financial year 
2008-2009 (Ministry of Finance, 2009)

Source: Data provided by WHO.

HrH Policy context
In taking forward any work related to this project and/or other aspects of incentives for health 
workers, other HRH activities in the Lao People’s Democratic Republic that may impact on the 
development and implementation of incentives for health workers will have to be considered. 
Document review and meetings identified several current initiatives already under way in the 
Lao People’s Democratic Republic that will have implications for any future work on incentives. 

draft national Policy on Human resources for Health (2009) 
This policy document reinforces the provision of incentives for health workers as an element in 
the strategic development of the health workforce in the Lao People’s Democratic Republic. The 
document endorses the use of specific incentives in targeted areas, including improving access 
to health workers in rural areas as well as addressing broader elements such as employment 
terms and conditions, wage rates, working conditions and equipment, training, classification and 
staff mix. It notes, “The [Ministry of Health] will provide financial and other incentives for rural 
practice, particularly in those locations most underserved, with consideration given to long-
term sustainability” (p. 16). This national framework for HRH is a necessary prerequisite for the 
development and implementation of any sustained national approach to incentives or HRH.
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governance and Public administration reform Project (gPar): support 
for Better services delivery (sBsd)

This joint work by the Government of Lao People’s Democratic Republic and development 
partners allocates approximately US$ 10 million over five years (2007–2011) in order to 
strengthen “the capacity for strategic planning, financing and management as well as monitoring 
of governance report for more effective, accountable and transparent delivery of services”. 
Its five interrelated outcomes include “strengthened human resource management and human 
resource development policies, procedures and capacity, and establishment of a cost-effective 
and sustainable system for civil service training and development” (United Nations Development 
Programme Lao PDR, 2009).

This project includes an analysis of remuneration for civil service and public sector workers 
that seeks to identify both direct and indirect benefits accruing from public sector employment, 
including wages and access to health services, opportunities for raising additional revenue, etc. 
Any future decisions on incentive structures for health workers should take account of the findings 
of this report. Organizations involved in this review indicated that it is nearing completion, 
though findings are not yet available.

decree on stipulation of  Incentive for government’s staff, solders 
(sic), Police Who Work in the remote areas and related Legislative 
developments 

The Decree on stipulation of incentive for government’s staff, solders (sic), police who work in the 
remote areas is still under consideration by the Government. This decree has been in existence 
for some time, and its endorsement remains uncertain. One factor in the delay in implementation 
is believed to be its broad scope, covering a range of different staff groups in different parts 
of the public sector, and therefore significant projected costs.

The decree establishes that rural and remote areas (defined using criteria in the document) 
are a clear priority for targeting of financial and non-financial incentives. It outlines criteria 
for eligibility and provides details of additional payment rates, determined as a percentage 
increase on base pay, as well as other non-financial incentives such as housing. 

It should also be noted that in meetings with the Public Administration & Civil Service Authority 
(PACSA) in January 2010, it was reported that there were plans to develop a new act 
(legislation, as opposed to a decree), which would enable a more flexible approach to the 
payment of such incentives, with variations across different elements of the public sector, rather 
than the current fixed and rigid coverage across the whole sector. 

Against this backdrop of current relevant initiatives, a range of key HRH issues were identified in 
the document review and stakeholder interviews in January 2010: 

(1) Health Worker supervision and support
A number of stakeholders noted a need for more effective and supportive supervision, 
appraisal, monitoring and evaluation, including both technical/clinical supervision and 
personal support. There is a need to develop accurate and agreed job descriptions as well 
as role outlines that will assist in achieving long-term improvements in the quality of services 
as well as improving the productivity of the existing workforce. There is also a need to 
provide more effective day-to-day supervision, particularly for staff in rural areas, as well 
as greater opportunities for these staff to expand knowledge and experience beyond their 
immediate role and work setting.
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(2) staff  recruitment
Annual allocations (quotas) for staff recruitment across the public sector are set by PACSA. 
The Ministry of Health receives an annual quota, not only for central allocation, but also for 
decentralized decisions on allocation of posts across different parts of the public sector. The 
most recent quota for the Ministry of Health was reportedly 300 places allocated centrally. 
In addition, it was reported that the most recent quota allocation included 25 posts for each 
province to allocate across the public sector according to local priorities. Quotas vary year 
by year, and with the additional allocation to provinces, it is not possible to conduct any 
central workforce planning or allocation with the health sector with any degree of certainty 
or predictability about future flows of funding for new posts.

The specific allocation of 300 health posts compares to the reported allocation of 
an additional 6000 teachers for recruitment in the current year. In discussion, PACSA 
representatives noted that education was regarded as a very high priority by the 
Government, and that improved literacy was seen as a cornerstone for national 
development in all other areas.

A recent (unpublished) conference paper (Paphassarang and Rotem, 2009) used staffing 
norms in the Lao People’s Democratic Republic to estimate training requirements and 
projected a total workforce requirement of 12 903 health workers across all cadres during 
the period 2009–2020. If accurate, this would equate to an average of over 1083 health 
workers per year, which is significantly above the current annual staffing allocation. 

(3) relative remuneration and retention
Health sector pay is low in absolute terms, as noted above. There are also internal 
relativities to consider. A number of stakeholders noted that disparities in the salaries and 
incentives offered to locally recruited health sector staff by different donor organizations 
presented a constant challenge for the retention of local staff, and played a part in 
distorting the local labour market. Similarly, Perks, Toole and Phouthonsy (2006) noted that 
given the critical need for involvement of district and provincial government staff, pay parity 
with local government staff also needs to be considered. 

(4) additional earnings opportunities
With pay rates being so low, there is an added impetus for health workers to supplement 
wages with second jobs, private practices, informal earnings, etc. Additional earning 
opportunities not only enable health workers to sustain employment in the public sector, but 
also play a part in decisions on geographic location, level of attendance at place of work, 
etc. The relative absence of earning opportunities in rural and remote areas is an additional 
disincentive to work in these areas. It also has implications for the introduction of any 
incentive scheme, as the benefit of any such scheme would have to be perceived by workers 
to be adequate compensation for reduced additional earnings opportunities in rural areas.

(5) HrH Information system
An HRH information system or database is being developed as part of a broader health 
information system, but it is not yet complete. As such, there are major constraints in the 
availability of timely, detailed and relevant data on HRH. Until this system is complete, there 
will be major limitations on planning, costing and evaluating the impact of any incentives.
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current experience of  HrH Incentives, Lao People’s democratic republic

The previous section highlighted that there are low levels of funding for the health sector, low 
absolute rates of pay and limited capacity to administer and evaluate any targeted incentive 
schemes. More positively, there is a decree for incentives to improve retention in remote areas. 
Furthermore, several projects implemented within the Lao People’s Democratic Republic have 
incorporated the use of health worker incentives. 

Within the scope of the consultancy visit in January 2010, it was not possible to obtain full 
details of all these initiatives, many of which have not been adequately documented or 
reported. It is necessary to detail and assess as fully as possible the lessons learnt from these 
initiatives in order to identify implications for broad-based implementation of financial and/or 
non-financial incentives in the health sector in the Lao People’s Democratic Republic. Examples 
of projects and programmes that have made time-limited or localized use of various types of 
incentives are presented below.

sayaboury Province – Improvement through non-financial Incentives

An article by Perks, Toole and Phouthonsy (2006) outlines the achievements of a district health 
programme in Sayaboury Province, Lao People’s Democratic Republic. Commencing in 1991 as 
a partnership between Save the Children, Australia and the Sayaboury Provincial Health Office, 
the project focused on strengthening district health management, improving access to health 
facilities, and responding to the most common causes of mortality and morbidity. The authors 
reported that between 1996 and 2003, health-facility utilization tripled and infant and child 
mortality fell to less than one-third of national rates. Maternal mortality decreased by 50% 
despite comprehensive emergency obstetric care not being available in most district hospitals.

The authors noted, however, that the high retention rates of health workers “have depended 
on the quality of their supervision by higher levels of the health system and the willingness of 
the health system (and communities) to provide concrete roles... Supervision, monitoring and 
refresher training have been provided.” They went on to note: “District staff are not provided 
with salary supplements but are given accommodation and food allowances consistent with 
national government rates.” Further, they specifically cautioned against creating further wage 
disparities of the kind often noted by NGO staff in the Lao People’s Democratic Republic, 
suggesting that the project should “avoid employing national staff on salaries many times higher 
than local government staff” (Perks, Toole and Phouthonsy, 2006).

accelerated Promotion (lapsed)

It was reported during consultations that an incentive scheme in the 1980s and 1990s provided 
an opportunity for health professionals to upgrade their qualifications (e.g. to a specialist or 
masters degree) as recognition for three years of service in rural areas. Opportunities to move 
to a preferred work location were also provided after this period of time. However, this scheme 
reportedly lapsed in 1993 when new graduates began seeking their own positions, rather than 
being allocated through the centralized system.

Belgian development agency Project

A further recent example of the application of incentives is the Belgian Development Agency 
project, which used a contract management approach to the provision of services in Vangvieng 
and Sepon provinces. In this project, performance requirements relating to both the provision of 
service and the administration of health services were linked to the provision of health service 
payments through contracts.
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In a presentation shared with the consultants, Souvannnasab (2009) outlined the development of 
performance contracts between the project and health facilities, which included both quantitative 
and qualitative indicators, and between those facilities and their staff, either individually or 
collectively. Formal monitoring against a range of specified qualitative and quantitative targets 
determined the level of project subsidy per case. A range of management tools were developed 
that included audit guidelines, performance contracts, and spreadsheet-based tools used to 
determine the total amount of incentives and their distribution among staff.

No formal evaluation of the outcomes of this project has been identified, and relevant staff from 
the donor organization are no longer working locally. However, the presentation notes a range 
of challenges including the capacity to run the scheme without external technical assistance and 
the need for stronger ownership at provincial level.

malaria Prevention: village Health Workers

An option appraisal has been undertaken to inform decision-making with regard to the 
development of an incentive scheme for village health workers involved in malaria prevention 
activities. While it is understood that the paper prepared by Beaver, Viengxay and Gopinath 
(2009) currently has no formal status either within WHO or outside it, it provides a possible 
model and analysis for the types of incentives that may be effective for this cadre of workers.

education sector

Stakeholder interviews in January 2010 suggested that significant pay supplements are 
available for teachers who work in remote and rural areas. This scheme was put in place 
in 1998 (Decree 237), was evaluated for the first time in 2003, and is due for its second 
evaluation this year. Pay supplements of 15%, 20% and 25% on base pay are reportedly 
available, depending on the level of remoteness. Additional supplements are offered to 
teachers based on their level of expertise and whether they are teaching more than one class. 
Reportedly, about 40% of teachers qualify for some payment under this scheme. Stakeholders in 
the Ministry of Health believed that this provided a useful model for the health sector, and that 
it could be a template for a similar model of incentives by the Ministry of Health to encourage 
staff to work in rural and regional areas. 

It is important to note, however, that funds for these incentives are apparently channelled through 
provincial governments, and their application may vary and be inconsistent. 

A report completed by The World Bank indicated that implementation of the teacher 
incentive scheme is patchy, at best. The report noted that many teachers receive a supplement 
significantly less than that outlined in the policy, concluding that “the level of salary supplements 
is very low and probably not likely to motivate teachers to work in remote areas or in more 
difficult settings” (Benveniste, Marshall and Santibanez undated - approx 2008). Refer to Box 1 
for further information.

other

Several informants highlighted incentives that were already being employed in the health 
sector. In most cases, the view was that local communities – either through district or provincial 
administrations, or within individual villages and towns – contributed to the provision of 
additional benefits and supplements to local health workers. 

These supplements are not formally documented and are most likely to be highly variable 
according to both the capacity and the willingness of local communities to support health 
workers. These kinds of incentives take on many forms, including housing, land, education, 
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types of supplement

Management of pedagogical function

Box 1. The World Bank and Ministry of Health assessment of incentives in the education sector

The following is an excerpt from an undated reported, Teaching in the Lao People’s Democratic 
Republic by Benveniste, Marshall and Santibanez (approx 2008), which was prepared by the 

Human Development Sector, East Asia and the Pacific Region, The World Bank, and the Ministry 
of Education, the Lao People’s Democratic Republic. A copy of the report is available at 
http://www.moe.gov.la/Laoesdf/Background_docs/eng/WB_teachers_Lao_eng.pdf

          In addition to base salaries, supplements are built in for factors such as 
additional years of service, teaching in a remote/isolated/mountainous area or being 
married. Salary supplements can range from a few hundred Kip to 50 percent over 
the base salary per month. Table 17 describes various supplement categories and their 
value. 

Table 17: Types of Teacher Supplements

monthly amount

Varies with function

Years of civil service employment 300 Kip per year of service

Teaching supplement

Remote and isolated area

Especially difficult area

Teaching two-grade classes (multigrade)

Teaching three-grade classes (multigrade)

Married

Each child

18 000

15% of net salary

20% of net salary

25% of net salary
50% of net salary

15 000

19 000

Source: Gannicott (2005)

	 Actual	supplements	reported	by	teachers	directly	are	lower	than	the	offical	
levels described above. According to the Lower Secondary School Survey, average 
supplemental salary amounted to 46 000 Kip, or about 10 percent of total pay. Some 
supplements are extremely low. For example, teaching an all day shift earns a lower 
secondary teacher a monthly supplement of 2918 Kip. And even though according 
to Table 17, teachers in remote and mountan areas should be earning a 20 percent 
supplement over net salary, the Lower Secondary School Survey suggest that teachers 
receive a supplement of only 4151 Kip, representing 1 percent of the base salary (see 
Table	18).	These	findings	suggest	large	discrepancies	between	supplement	levels	set	
by	the	Government	and	benefits	paid	to	teachers.
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fellowships, career development, certificates or medals of achievement, and assistance with 
family travel costs if a staff member is separated from his or her family. 

In terms of housing, the provision of accommodation for health workers along with the 
construction of health centres was often regarded as a necessary precondition for sending 
workers – particularly female workers – to remote areas. For this reason, a number of donor-
sponsored projects to develop new facilities in rural areas are including accommodation in 
design and construction. 

Some Informants cited instances of land (and possibly livestock) being provided by the 
government or local community for the use of health workers, as a means for those workers to 
supplement their income/standard of living and grow their own food.

Education, fellowships and opportunities to attend training sessions abroad, in regional centres 
and/or in Vientiane were often cited as means to supplement a health worker’s salary (through 
per diem payments), rather than to strengthen professional development.

Perverse Incentives

It has also been noted that there are perverse incentives that act to encourage health 
professionals away from the delivery of health services, or reduce resources available to 
address the identified priority care issues. These include:

 » direct (through per diem) or indirect incentives to attend meetings and training, without  
 any form of review to ensure that they are beneficial to staff development needs or   
 service delivery (Thome and Pholsena, 2009);

 » salary and career structures that result in a high proportion of professionals with clinical  
 training, particularly doctors, working in administrative or managerial roles within the   
 structure of the health sector;

 » focus on improved local management and administration without accompanied   
 recruitment of staff required to fulfil these tasks, further drawing clinical staff    
 away from service delivery; and

 » delays in staff receiving their salaries, particularly in rural areas.

examples of  HrH Incentive used in other countries 

Many stakeholders cited examples of HRH incentives used in other countries that are worthy 
of consideration in the Lao People’s Democratic Republic. In particular, the experiences 
of Cambodia and Viet Nam were reported. The reports were often based on anecdotal 
information or personal experience. As part of the post-visit analysis for this report, a search for 
relevant studies on incentives was carried out. Details of several reports on the use of incentives in 
Cambodia, India, Nepal and Viet Nam are included in Annex 1. Several of these initiatives may 
be worthy of consideration for use in the Lao People’s Democratic Republic, but the first stage 
in their consideration should be an assessment of their relevance to the Lao People’s Democratic 
Republic context and priorities. As such, it is recommended that the documented experiences 
in other countries be the starting point for more detailed evaluation and consideration of their 
potential relevance in the context of, and related to the health priorities of, the Lao People’s 
Democratic Republic. It should be noted in particular that Cambodia has reported several 
examples of the use of incentives, and that the lessons learnt – both positive and negative – may 
be of direct relevance to developments in the Lao People’s Democratic Republic.
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key fIndIngs

This section of the report summarizes the key findings, based on document review, stakeholder 
interviews and discussions, and feedback from an initial presentation at the WHO 
Representative Office in Vientiane, in order to provide the context for the final section, which 
sets out options for the possible use of incentives in the health sector in the Lao People’s 
Democratic Republic.

the need for capacity and for clarity

The first key point is that the scope for managing and administering effectively any type of 
incentive scheme in the Lao People’s Democratic Republic is limited, as it requires significant 
district management time and effort. The HRH policy-making and management capacity in 
the Lao People’s Democratic Republic is not currently configured to support complex or highly 
technical approaches to the implementation of incentives. There is limited local capacity to 
manage and supervise staff, there is significant discretion for provinces to prioritize staffing 
issues, and there is a relatively rigid approach nationally to HRH policies – with little scope for 
variation by subsector and cadre. Furthermore, information collection and monitoring abilities 
are weak. 

The second key point is that a much greater degree of precision is required in the policy 
debate about what type(s) of incentives should be considered for use. The use of incentives 
has been raised by various stakeholders, as a “solution” to various policy challenges, including 
compensating for low basic pay rates, as a driver to improve health outcomes and achieve 
MDGs, as a method of improving health worker productivity and performance, as a means of 
achieving geographic redistribution, and as a mechanism for improving retention. There is a 
risk that these differing and partially overlapping objectives will become blurred and that a 
generic and non-specific use of “incentives” will be regarded as a panacea, or solution, for all 
the HRH problems in the Lao People’s Democratic Republic health system. This is not realistic and 
could be a constraint on moving forward with more appropriate HRH solutions to more clearly 
identified and specified current HRH challenges. As an immediate measure, it is necessary to 
clarify which of these interlinked reasons are the priorities for possible use of incentives, while 
also establishing a mechanism for assessing the likely cost, benefits and risks of introducing any 
additional incentives scheme. Cost, in particular, must be assessed, given the limited resources 
available. Clarity is therefore needed to understand why incentives are to be used, or what 
is the objective, and which of the many interlinked “problems” identified above should be 
addressed. 

What should Health Worker Incentives aim to achieve?

There are several main reasons why incentives could be used in the health system in the Lao 
People’s Democratic Republic to improve retention and to improve motivation and performance 
of staff. It is notable that many of the stakeholders interviewed in January 2010 identified 
incentives as a way of dealing with the low absolute levels of health worker pay. Several of 
the NGO-linked projects and programmes have reportedly used incentives as a method of 
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raising pay to what is regarded as a “liveable” wage, in order to attempt to improve retention 
and to improve motivation and performance of staff. As noted earlier, using training per diems 
is another way that pay has been “topped up”. All of the stakeholders agreed that incentives 
should be linked to performance, either in terms of individual worker performance, as assessed 
by a manager or supervisor, or in respect of the achievement of specified health outcomes. 
During the interviews, stakeholders identified the following priority areas or objectives:

(1) Improve retention of  Health Workers in rural and remote areas
The clear priority that emerged in discussions with stakeholders was the desire to improve 
health care provision, access and performance in rural and remote areas. The Lao People’s 
Democratic Republic currently does not have enough health workers per capita to deliver 
adequate health services, and the workforce that is available is unevenly distributed, often 
poorly supervised and inadequately motivated. Rural and remote areas, where health 
status tends to be poorest, are the least well served. These problems of shortages and 
maldistribution will not resolve themselves without intervention.

For many in the health workforce, there is an opportunity cost associated with public sector 
employment, particularly if posted to rural and/or remote areas, as better wages can be 
achieved either by private practice, or by leaving the health sector altogether. The need to 
supplement income from other sources creates an additional disincentive for health workers 
to work in remote, rural and otherwise disadvantaged areas. In addition, the working 
conditions in these areas are often poor, facilities tend to be run down, and access to 
supporting clinical and professional development and supervision is limited. Incentives can 
serve to counterbalance these disincentives. 

However, there was less clarity or consensus about whether the recruitment and retention 
of health workers in rural and remote areas was an objective in itself, whether it should be 
linked to ensuring that the quality of services provided by those workers is improved, or 
whether incentives should actually be linked to specific strategies to improve health outcomes 
in those areas. Incentives may include financial rewards for service in rural and remote areas 
as outlined in the decree. It should be noted, however, that financial incentives such as these 
are unlikely to be successful unless introduced as one component of a suite of measures that 
aim to improve the capacity, working conditions and support that workers receive. 

(2) Improve the Quality of  care and services
The need to improve service quality was also highlighted by a number of respondents. Some 
suggested providing incentives for health professionals to improve their clinical skills and 
practice of their existing duties; others suggested building a more dedicated workforce and 
adopting a consumer-focused approach to fulfilling those duties, i.e. ensuring that health 
services and health service staff are reliable and predictable – a key issue for communities 
where travel may be time-consuming and carry a high cost in terms of lost wages.

Conversely, some informants expressed concern that the increasing use of incentives could 
potentially undermine quality. In this view, stakeholders felt that tasks or work roles that 
were intrinsic to the provision of the services should be regarded by health workers as an 
integral part of their role, and that associating an incentive with their performance could 
lead to the perception that they were ‘extra’ elements that would only be provided on 
condition that an additional incentive for doing so was provided.



24

Health Worker Incentives in the Lao People’s Democratic Republic

(3) achieve Better Health outcomes

The other key area highlighted in discussions was the need to improve performance against 
key MDGs. This would suggest that incentives should be employed in order to promote and 
ensure effective programmatic responses to addressing key risks. The evidence suggest that 
the most sustainable approach to achieving long-term change in these indicators is one that 
focuses on systematic improvement of health care service delivery and utilization, such as 
that implemented in Sayaboury Province.

While there have been instances of financial incentives being used to achieve these goals, 
for example in Tamil Nadu, India (Padmanaban, Raman and Mavalankar, 2009; see also 
Annex 1), these incentives have been introduced as part of a comprehensive reform of 
health services involving improvements to capital, equipment and facilities, the type and 
scope of services offered, and approaches aimed at making services more accessible and 
culturally appropriate to service users (including the use of financial incentives to encourage 
patients’ attendance at clinics).

It should be noted that the project undertaken in Sayaboury Province (Perks, Toole and 
Phouthonsy, 2006) incorporated the involvement of local health administration and the 
development of strengthened management and supervisory capacities as key elements 
of the project, and reportedly derived good results, as well as improved retention rates, 
demonstrating that a systematic approach to training, supervision and capacity-building 
can in turn provide a non-financial form of incentive that results in better worker retention as 
well as improved health outcomes.

How can the Impact of  Incentives Be monitored?

It is important to define the objectives and related outcomes of a given incentive scheme. These 
outcomes should be clearly delineated and measurable. Ideally, an interrelated scheme of both 
short- and longer-term outcomes should be defined, reflecting both the ultimate outcomes (e.g. 
improved health status) and the successful achievement of the steps required to get there (e.g. 
retention of appropriately skilled staff).

A key part of monitoring the use and success of incentives is to first determine whether or not 
they have actually been implemented fully and effectively. As the example of the incentive 
scheme introduced by the Ministry of Education demonstrated, decentralization of administration 
and management, coupled with the limited capacities of system-wide financial management and 
accountability regimes, can mean that implementation is sometimes patchy and incomplete. 

As noted earlier, it was also widely acknowledged that, particularly outside the hospital 
setting, the systematic ability to monitor performance was limited. Given the variability in 
local conditions, and the significant roles played by provincial and district health authorities, 
their involvement with and cooperation in the implementation of any incentive schemes will be 
important. 

At an individual level, the measurement of outcomes relies on a clear definition of what the 
employee’s role should be, and the presence of clear expectations or guidelines that specify 
how satisfactory performance of these duties is to be judged. Importantly, it also relies on strong 
and constant management and effective supervision. 
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constraints on options

administrative Barriers
A background paper prepared by Thome and Pholsena (2009), and reviewed by the Health 
Financing Technical Working Group, highlights key issues that will need to be addressed to 
successfully fund and implement incentives. The provinces and districts currently provide 75% 
of the domestic health budget. They are “key actors in both financing and delivery of health 
services, but are not accountable to the central administration” (Thome and Pholsena, 2009, 
p. 77). There is, says the report, “a disconnection … between resource allocation and health 
outcomes at all levels” (Thome and Pholsena, 2009, p. 86), and newly decentralized provincial 
and district health offices are struggling to cope with their increased technical and management 
responsibilities (Perks, Toole and Phouthonsy, 2006, p. 133).

These administrative issues exist in addition to the overwhelming cost pressures and the existing 
significant gap in financing recurrent spending. “Estimates suggest that the funding gap for staff 
and salary increases alone would be approximately USD$ 14 million by 2010” (Thome and 
Pholsena, 2009, p. 88).

Budgetary constraints
The most significant barrier to the effective implementation of an incentive scheme in the Lao 
People’s Democratic Republic remains the overall low level of funding in the health sector. This 
affects health workers on a daily basis, through low wages, low staffing levels, inadequate 
skill mix, lack of access to ongoing training and professional development, lack of access to 
consumables and other equipment, and inadequate standards and maintenance of physical 
facilities.

In addition, the official budget is formulated only for general government funding, which 
comprises about 10% of the total expenditure. “Other substantial items like user fees,” which 
make up between 48% and 83% of the recurrent budgets of district and provincial hospitals 
(Thome and Pholsena, 2009, p. 79), “and the drug revolving fund are not covered and no 
coherent and integrated plans exist for those sources at all levels. In addition, most donor-
funded projects and programmes are not included in the recurrent budget” (Thome and 
Pholsena, 2009, p. 86). 

These factors seriously inhibit the capacity of the central Government not only to monitor and 
account for expenditure, but also to influence the behaviour of its own service providers using 
financial incentives or funding mechanisms. As noted by Fritzen (2007), in relation to health 
sector reforms in Viet Nam, while decentralization can increase the flexibility and responsiveness 
of local services, it can also result in a lack of accountability and fragmentation of workforce 
management, which can negatively affect “professionalism, career mobility, expectations of 
supervision and support, and the timeliness of salary payments. Loss of morale combined with 
routine weaknesses in accountability and support systems can accentuate problems of drug 
overprescription and unofficial payments and poor service quality that often motivated calls for 
health sector decentralization in the first place.” (Fritzen, 2007, p. 74)

The outcomes to be delivered by a health worker incentive package need to be viewed 
within this context, and the issue of sustainability and value for money needs to be carefully 
considered. 
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recommendatIons and next stePs

Table 3 sets out recommendations for consideration as next steps in determining and 
implementing incentives in the Lao People’s Democratic Republic. These recommendations are 
made with the understanding that there is a need for clarity in identifying priorities, and that 
there is also a need to link incentives to the broader HRH strategy currently at an advanced 
stage of development in the Lao People’s Democratic Republic.

Table 3. Recommendations

no Item Proposed  
timeline

Support full implementation of the Decree on stipulation of incentive for 
government’s staff, solders, police who work in the remote areas as it applies to 
health workers. 

The incentives outlined in the decree may not be sufficient on their own to achieve 
the objective of staff redistribution, but they provide a starting point to target 
resources to underserved areas.

Immediate1

Immediate/
Short Term

2 Linked to the above, establish mechanisms to monitor implementation of the decree 
and report on its impact and outcomes, in terms of: 

 » extent of coverage of the decree-based incentives

 » real impact on staff remuneration

 » changes in distribution and retention of health workers 

 » health service delivery and health service outcomes in rural and remote  
 areas.

Short Term3 Document, review and assess as fully as possible the lessons learnt from previous 
projects and programmes conducted in the Lao People’s Democratic Republic that 
have incorporated the use of incentives in order to identify implications for broad-
based implementation of financial and/or non-financial incentives.

Mid-20104 Convene a workshop on retention of rural workers (led by donor organizations 
in partnership with all levels of the Ministry of Health), building on work already 
under way in the Lao People’s Democratic Republic and on the current WHO-led 
programme on evidence-based recommendations for policies to improve retention 
of staff in remote and rural areas. Key objectives of the global programme include 
providing a comprehensive analysis of retention strategies that have been tried 
and tested, and developing recommendations and tools for countries to use when 
introducing or revising their health workforce policies and strategies (see www.who.
int/hrh/migration for further information). 

Preliminary discussions have been undertaken to establish the Lao People’s 
Democratic Republic as a country case study for the WHO programme. A workshop 
held in the Lao People’s Democratic Republic would provide an opportunity 
for stakeholders not only to identify which incentives (in addition to those in the 
decree) could potentially improve retention in rural and remote areas, but also 
to establish baseline measures and benchmarks to monitor the implementation 
of the decree. This programme can act as a catalyst for other linked actions on 
incentives. Preliminary discussions suggested that at least one main bilateral donor 
is interested in supporting an extension of this work. 
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no Item Proposed  
timeline

Build on results of the WHO-supported workshop to conduct a broader-based 
review of options for use of incentives, within the context of implementation of the 
HRH strategy for the health sector in the Lao People’s Democratic Republic, and 
with a key objective being to identify costs, benefits and risks. This work would 
also be informed by, and build on, the findings of the current review of public 
sector remuneration in the Lao People’s Democratic Republic. The outcomes of this 
review would provide important information on the level of remuneration of health 
workers, and could assist in informing and shaping future action in relation to pay 
policy.

Illustrative examples of the possible options for use of incentives, which should 
be given full consideration, are outlined in Table 4. It should be noted that these 
examples are not mutually exclusive, and could in fact form stages of a package 
targeting the same group of workers. The approaches can be broadly grouped as 
follows: 

 » Geographic: Prioritize rural and remote retention

 » Programme: Prioritize achievement of key MDGs

 » Cadre: Target particular cadres of health workers

 » System: Develop an incentive package related to an integrated   
 approach of performance assessment, review and development.

To fully assess the potential for each incentive to meet stated objectives, and to 
assist in prioritization, full identification of the advantages, disadvantages and 
implementation costs of each option would be required. This appraisal would be 
the core objective of the review. 

Mid- to late 
2010

5
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Table 4. Il lustrative examples of  options

One approach would be to focus on the 47 districts already identified as being in significant need, 
and to develop a package of incentives for all health workers in those districts. Current differentials 
in salary would be maintained by providing percentage increases (as applicable), but additional 
allowances would vary according to distance travelled, diversity of ethnicity/language, achievement 
of certain levels of improvement in key health status indicators, etc.

Incentives for voluntary staff would include reimbursement of costs such as travel.

description

Implementation

Implementation should focus on identifying key 
retention issues for all health workers – ranging 
from village health workers to professional 
clinical staff – and providing incentives across 
the spectrum of workers. 

Experience suggests that district and provincial 
governments and health authorities should be 
involved in the development and funding of 
incentive packages to ensure that they are (1) 
appropriate for the local area, (2) delivered 
as intended, and (3) properly monitored and 
evaluated. 

Implementation should include a direct salary 
supplement as outlined in the decree.

rationale

This approach reflects stated government 
priorities in addressing health needs of rural 
and remote areas.

As rural and remote areas have the poorest 
health status, there is a possibility for positive 
flow-on effects for improved performance 
against MDG targets.

advantages disadvantages

This approach reflects stated government 
priorities in addressing health needs of rural 
and remote areas.

As rural and remote areas have the poorest 
health status, there is a possibility for positive 
flow-on effects for improved performance 
against MDG targets.

Focusing on individual geographical locations 
has the potential to increase disparities 
between areas.

Existing difficulties in monitoring, budgeting 
financing and accountability will need to be 
addressed in order to ensure that incentives 
actually reach the targeted.

cost

This approach would require accurate estimates of number of staff already employed in rural and 
remote regions. However, budgeting should plan for success in the form of increased numbers of staff 
over time.

example a: geographic: Prioritize rural and remote retention
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One approach would be to analyse key gaps in the likely achievement of MDGs and identify key 
workers and activities that would make the most significant contribution toward achieving those goals 
nationally. This approach may include making special provision for rural and remote workers and 
paying for additional training required by key worker groups.

description

Implementation

This approach would involve the development 
of a suite of health worker incentives that 
would be based on an analysis of the key roles 
played by ALL health workers who contribute 
to the achievement of the goals. 

Promoting safe childbirth, through the provision 
of antenatal and postnatal care as well as 
birthing services would be an obvious target, 
involving a range of workers from village- and 
town-based primary care workers, traditional 
birth attendants, midwives and physicians.

rationale

The MDGs reflect important health priorities 
for the Lao People’s Democratic Republic, 
and while improvement has been significant 
in many areas, a number of areas require 
urgent action to achieve specified targets

advantages disadvantages

Mapping the care pathway in similar 
environments, including the necessary referral 
protocols, provides a means to identify key 
workers required to deliver the care, and to 
target the key interventions that need to be 
made to achieve the desired heath outcomes. 

A number of models exist in the Region and 
other parts of Asia that would provide good 
evidence on design and delivery.

Documented examples show that devoting 
resources to the achievement of specific health 
or health service outcomes (e.g. immunization) 
can draw human and financial resources 
away from other areas of the health sector, 
negatively affecting their service delivery and 
sustainability.

cost

The funding gap for staffing costs is expected to be US$ 14 million by 2010 (Thome and Pholsena, 
2009). The cost of incentive packages to address particular issues could be estimated on the basis of 
an additional incremental cost.

example B: Programme: Prioritize achievement of key millennium development goals
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One approach would be to focus on a particular cadre of health workers that is in short supply 
but could be easily expanded if there was a more attractive pay and incentive structure. This 
option could also incorporate a specific focus on rural and regional outcomes. 

description

Implementation

The professional and personal challenges 
faced by health workers vary according to 
profession and status. Similarly, the incentives 
that will be most effective will vary according 
to profession, as well as current supply and 
availability.

There is an argument, therefore, to structure 
incentive packages to target priority 
professions in an effort to improve their 
performance, retention and distribution.

rationale

While the shortage of physicians is clear 
and pressing, there is also a clear need for 
other trained health professionals to tackle 
key health service delivery priorities.

For this reason, giving first priority to 
registered nurses and midwives should be 
considered.

advantages disadvantages

An approach of this kind provides scope 
to design initiatives that are practical, 
achievable, and closely targeted to meet 
the need of that particular profession.

For example, a programme targeting 
doctors might offer incentives for conducting 
regular visits to rural areas, while an 
incentive package for village workers might 
concentrate on building their skills and better 
supporting their effective role.

The main disadvantage of this approach 
is the lack of a system-wide approach, 
creating a risk of lack of coordination and 
fragmentation of service delivery.

Also, by targeting incentives at one group of 
workers, other health workers can become 
more demotivated, particularly if they 
perceive inequities or injustices between 
different kinds of workers that work together.

cost

The cost will vary depending on the type of worker targeted. The highest impact is likely to be 
achieved for low wage earners, as a low net amount will represent a higher percentage increase.  

Recent work by WHO officers identified a comprehensive package of incentives for village health 
workers working on malarial control at approximately US$ 11 million over four years.

example c: cadre: target Particular cadres of Health Workers
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One approach would be to take an individual or team development approach, and in the context 
of implementing a system of integration management and systems development, training and 
support, develop annual performance targets (either individually or team based) within the context 
of a broader organizational strategic plan. Such an approach should be based on a system of 
continuous improvement, and therefore involve the development of specifically tailored outcomes 
according to local needs and circumstances.

description

Implementation

This approach would have to take 
place within defined geographical and 
organizational boundaries, and would need 
to be developed in close partnership with 
relevant district health authorities. 

Performance would be measured according 
to service utilization and health outcomes, 
and approaches could incorporate 
organization or team-level rewards for 
performance. 

rationale

Evidence suggest that the most effective forms 
of incentive are those that form part of an 
integrated programme of systematic reform 
of the health system, resulting in better 
quality services as well as good outcomes in 
terms of worker recruitment and retention.

The primary health care programme in 
Sayaboury Province has achieved significant 
improvement against key indicators.

This project has focused on non-financial 
incentives in the form of strengthened local 
management and support, training, and 
technical assistance. 

advantages disadvantages

The key advantage of this approach is 
that it maximized the change for long-term 
and sustainable service improvement and 
capacity development. 

The example cited also suggests that 
significant improvement in health outcomes 
can be expected.

The level of progress achieved is likely to vary 
considerably according to the conditions and 
circumstances of different health authorities 
and local areas.

A significant, long-term and ongoing 
commitment to project management would 
be required in order to ensure proper 
implementation of such an approach.

cost

The cost will depend on the scale of implementation. Based on 2006 figures (Perks, Toole and 
Phouthonsy), the minimum ongoing cost could be US$ 1 million per province per year, requiring a 
significant investment of US$ 47 million (recurrent) if all the priority districts were to be addressed. 

Example D: System: Develop an Incentive Package Reflecting an Integrated Approach of 
Performance assessment, review and development
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annex 1: examPLes of HrH IncentIves 
used In otHer countrIes

cambodia: contracting for Performance

In Cambodia, the 1996 National Health Financing Charter allowed approved public health 
facilities to levy and collect user fees according to an agreed scale. An almost 40% drop in 
family health costs was reported as a result (Soeters and Griffiths, 2003). Further positive 
outcomes from the formalizing of patient payments include increased utilization and financial 
sustainability for health services.

In 1998, Cambodia piloted external contracting models, trialling the model in 11 of the 
country’s 76 districts. Improvements in service delivery such as improved immunization rates and 
greater equity of access were achieved (Grundy et al., 2009). Contractors were chosen through 
competitive bidding to manage health services in five districts. In two, known as contracting-
out areas, the contractor had full responsibility for delivering services—including hiring, firing, 
setting wages, and allocating resources (Van Zant, 2004). 

The common model, however, has been a hybrid system based mostly on the “contracting-in” 
model, in which private sector management operated within a public sector set-up. “Contractors 
gave management support to civil service health staff and could not hire or fire, but could 
request transfers and receive a budget for incentives and operating expenses. Contracts 
with NGOs are still at a fixed priced and based on performance, and the contractor retains 
complete flexibility in using whatever approaches and strategies are deemed effective” (Van 
Zant, 2004). Van Zant (2004) reported that public service utilization grew sharply, particularly 
among the poor, and that out-of-pocket expenses fell by more that US$ 30 per capita in some 
project districts, at a cost of around US$ 4 per person.

The programme was formed as part of the Health Sector Support Project financed through a 
US$ 20 million loan from the Asian Development Bank.

using user fees to Improve salaries

Under these arrangements, health professionals were offered bonuses in return for “strict 
adherence to internal rules” in order to reduce the actual costs of health care to the patient, 
enhance staff motivation, suppress unofficial fees, improve transparency, improve quality of 
care, and improve access to public health services for the majority of the population, including 
the poor. Salaries were low in the government clinics, ranging from US$ 10 to US$ 30 per 
month, and health workers would often seek other forms of income. Many openly sold their 
services outside of the health centres and earned 10 times more than their official salaries.

Payment was raised to levels high enough to entice staff to dedicate 100% of their time to 
the public system. Doctors and district managers settled for salaries ranging from US$ 120 
to US$ 180 per month (Van Zant, 2004).

 “In 1999, individual out-of-pocket payments for health in Cambodia were 
estimated at US$ 27 per person, with a proportion paid as under-the-table fees 
at public facilities. By formalizing such payments and implementing resource 
management systems within a comprehensive health financing scheme, Takeo 
Referral Hospital controlled out-of-pocket patient expenditures, ensured patients 
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of fixed prices, protected patients from the unpredictability of hospital fees and 
promoted financial sustainability. Utilization levels increased by more than 50% for 
inpatient and surgical services, and cost recovery from user fees averaged 33%. 
Furthermore, the hospital phased out external donor support gradually over 4 years 
and achieved financial sustainability” (Barber, Bonnet and Bekedam, 2004).

The user fees system gave facilities the right to grant fee exemptions to very poor patients, 
“though in practice the exemptions system has worked poorly and has covered only a proportion 
of the genuinely poor” (Annear, Bigdeli, Eang, James, 2007, p. 13). 

One of the other benefits of a contracting approach, which allowed for the payment of staff 
incentives, was improved ability for workers to forgo alternative forms of employment through 
second jobs. This in turn led to an increase in operating hours (Annear, Bigdeli, Eang, James, 
2007). 

Additional sources of funding (including user fees, the Health Equity Fund and ‘SKY’, a 
community-based insurance scheme) also reportedly supplement staff salaries, though the level 
of staff incentives is still relatively low (particularly where staff numbers are high). In 2007, 
these incentive payments were reportedly US$ 20 to US$ 50 per month for doctors and US$ 15 
to US$ 18 per month for nurses (Annear, Bigdeli, Eang, James, 2007).

However, Grundy et al. (2009) noted that “no assessment has been made of how the contracting 
model performed compared to other NGO or development assistant model[s]” and that 
“previous results relied on a level of funding that exceeded both [Ministry of Health] budgets 
and local capacity for implementation.” The only external review of this model, the authors 
reported, recommended a transition over time to an arrangement based on a sector-wide 
approach and social health insurance models, and noted that the “piloted arrangements have 
now been replaced with proposals to trial a form of internal contracting within the [Ministry 
of Health].” Similarly, a recent proposal for GAVI funding recommended strengthening health 
centre capacity and adopting a performance-based approach to funding service delivery.

cambodia: transport Incentives

Also in Cambodia, a health-financing scheme in Sotnikum allows for government staff at health 
centre level to appropriately refer patients to the hospital. “An ambulance service is offered 
according to need, and those unable to pay for the ambulance get support from the Health 
Equity Fund” (Hardeman et al., 2004, p. 29). 

cambodia: village midwives and mothers

Financial incentives have also been employed in Cambodia to promote safe deliveries and 
reduce maternal mortality. Chatterjee (2005) described an incentive scheme targeting village 
midwives in Pea Rang district, Prey Veng province. Under the scheme, the government health 
centre received US$ 20 per safe delivery, of which the midwife would receive between 
US$ 5 and US$ 15. Part of the money would also go to community volunteers who referred 
women to the health centre. In addition, midwives selected for the training programme were 
given an incentive of around US$ 20 to participate.

Under the programme, operated by Healthnet International, 80% of deliveries were provided 
free of charge, though in some cases a small user fee of US$ 2.50 to US$ 5.00 was levied.
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In another case, interest from a microcredit programme was used to provide a payment of 
about US$ 1.50 per referral to traditional birth attendants or village health support groups 
who referred an expectant mother to a health centre.

Monitoring, in the form of feedback on the number of safe deliveries, was provided with the 
assistance of provincial and district health departments.

India: tamil nadu, Incentives for village Health nurses

Padaman, Raman and Mavalankar (2009) in their overview of measures to improve material 
and child health in Tamil Nadu, India reported that incentives for village health nurses and 
auxiliary nurse midwives were introduced in 1996.

Under the incentive scheme, a village health nurse or auxiliary nurse midwife received an 
incentive payment of R50 per case if she provided at least five antenatal care check-ups and 
conducted an institutional delivery. An incentive payment of R25 was given if she provided 
antenatal care but referred the case for institutional delivery.

Later, financial incentives were introduced to support the provision of 24-hour delivery services 
in rural and remote areas. In this case, three staff nurses were contracted to staff the health 
centre, with staff receiving consolidated pay of US$ 2 500 per month plus an additional 
R25 incentive for each delivery conducted. A study of one such clinic found that staff nurses 
delivered around 15.5 deliveries per month compared to 4.2 per month in a primary health 
centre where the staff nurse programme was not operating.

Incentives have also been employed to address a shortage of specialist services. First Referral 
Units were empowered to contract local anaesthetists who were in private practice or retired 
on a “fee-for-service” basis, paying R1000 for each caesarean or other emergency obstetric 
procedure (includes R100 for transport).

The authors noted that there have been significant gains in institutional deliveries over time, with 
rates increasing from about 20% in 1971, to 90.5% in 2005 and further to 97.7% in 2007-
2008. However, it is important to note that in this case, the health worker incentives formed a 
part of a much broader effort of health system reform, which included:

 » improved clinical surveillance, including “verbal autopsy” of deaths and near-misses;

 » significant investment in the development of health centres, including capital investment in  
 facilities and equipment as well as significantly increased staffing levels;

 » programmatic changes such as an increased focus on antenatal care and postnatal care  
 (including mandated 23 postnatal visits), accompanied by training to ensure that staff   
 had the skills to deliver the services required;

 » provision of free ambulance transport for mothers in outlying areas;

 » provision of incentives for consumers under a “cash-transfer scheme” in which poor   
 pregnant women were provided R1000 per month for six moths (three before and   
 three after delivery) to compensate for loss of wages and ensure better mother   
 and child nutrition; and

 » introduction of specific initiatives to make institutional services more “user friendly”   



40

Health Worker Incentives in the Lao People’s Democratic Republic

 including allowing women to be accompanied by a designated “birth companion” during  
 labour, holding events such as maternal picnics and incorporating local traditions such as  
 bangle ceremonies into these events.

nepal: safe delivery Incentives

A Safe Delivery Incentive Programme was introduced in Nepal to increase utilization of 
professional care at childbirth. It provided cash to women who gave birth in a health facility and 
an incentive to health providers who attended health deliveries, either at home or in the facility. 
A study of the programme based on key informant interviews and focus groups found that 
administrative problems such as delays in disbursing funds and difficulties in communicating the 
policy to both providers and the public hampered the effectiveness of the programme. Although 
some districts were able to manage these central problems, the uptake of the programme varied 
substantially in different areas (Powell-Jackson et al., 2009), providing further evidence of 
the impact of local needs and context, particularly in situations where existing administrative 
capacity is weak.

viet nam – Phu cap and “decree 10”

Laws to regulate and legitimize the private sector’s role in health services were introduced 
in Viet Nam in 1992. By 1996, salaries for health workers at the grassroots level had been 
standardized and centralized, and in combination with significant investment in infrastructure, 
health outcomes indicators showed improvement (Fritzen, 2007). However, salaries remained low.

In December 2002, the Prime Minister issued “Decree 10”, which would grant service delivery 
units (including hospitals and health clinics) increased managerial autonomy including the ability 
to keep locally generated revenue. Savings generated from increased efficiency and higher 
fees could be used to hire additional staff “and to increase employee pay up to 3.5 times an 
individual’s base salary under official pay scales” (Fritzen, 2007, p. 79). It was intended to 
realign government policy with practice – including regulating the more extreme forms of salary 
supplementation – and help defray the cost of pay increases.

Fritzen reported that studies conducted jointly by the Ministry of Finance and The World Bank 
identified three main responses by facility-level managers: (1) expanded revenue generation, 
increasing revenue by as much as 86% is some cases; (2) reduced or static expenditure on non-
revenue enhancing items such as public health support and discretionary expenditure to improve 
access for the poor; and (3) “a high proportion of ‘profits’ has been distributed as ‘bonuses’ to 
staff, often in some (locally variable) proportion to the involvement of these staff in the more 
revenue-enhancing services” (Fritzen, 2007, p. 79-80). Fritzen noted that the variability was at 
least in part due to the fact that some facilities were already informally maximizing revenue and 
worker bonuses without central-level authorization.

“The capacity of ministry authorities (to) use remuneration as a tool to steer 
workforce behaviour and incentives, already highly limited, is set to decline further. 
With base salaries both low and varying little by region, specialisation or level of 
education, ministry and local officials have over the past 10 years experimented 
with a complex system of supplemental payments (phu cap) that attempt to shape 
incentives of workers in a range of areas, such as relocating to remote areas or 
working assignments considered a “hardship” such as providing working with HIV 
and psychiatric patients. This system has never been shown to be effective, given 
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the limited size of the phu cap in comparison with the diverse additional sources 
that health workers often tap, such as supplemental work and (approved or illicit) 
informal payment by users. If health authorities have had difficulties in gaining 
leverage over health worker motivation though phu cap payments, that task has 
become essentially impossible ... through the accelerated commercialization of 
services that is both reflected in and reinforced by Decree 10” (Fritzen, 2007, p. 
80).

Fritzen argued that the necessary accountability and performance mechanisms were too weak 
to effectively counter the negative aspects of decentralization and commercialization.
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date / time organization title

World Health
Organization

representative

12 Jan 2010

Dong Il Ahn Representative

Asmus Hammerich Programme Management 
Officer (Health Systems)

Supachai Douangchak National Professional
Office (Health Systems)

Ministry of 
Health

Bounfeng Phoummalaysith Deputy Director of Cabinet

13 Jan 2010

9:00 LUX Peter Heimann

Ministry of 
Health11:00

11:30

15:00

Chandavone Phoxay Secretary to Minister, Deputy 
Director CCM Secretariat, GFATM

HR Director

Kamphet Director, Planning and Budget

14 Jan 2010

11:30-12:00 Asian Development
Bank Hayman Win

Social Sector Specialist, Lao
People’s Democratic Republic 

Resident Mission 

Ministry of Health Khamhoung Heuangvongsy Vice-Minister, Health

Ministry of Finance Deputy Director, HR Department

Ministry of Education Deputy Director, HR Department

16:00
Japan International
Cooperation Agency

(JICA)

Shin-ichiro Noda Chief Adviser

Kenichi Tsunoda Project Coordinator, 
Capacity Development

15 Jan 2010

10:30-11:15 World Bank Magnus Lindelow Senior Economist, Human 
Development Unity

11:30-12:00
Delegation of the 

European Union to the 
Lao People’s 

Democratic Republic 

Juana Aristizabal Pinto Attaché de coopération

French Embassy Phillippe Devaud Attaché de coopération

Frederic Gay
Conseiller auprès du Ministre de 
la Sante, Chef de Projet, Projet 

d’Appui a l’Enseignement Superieur 
medical en RDP Lao
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date / time organization title

LUX

representative

15 Jan 2010

Kumar14:30-15:30

15:30-16:30
United Nations
Population Fund

(UNFPA)

Mariolein Coren Deputy Representative

Mieko Yabuta Representative

Douangchanh Xaymounvong Programme Officer

Della Sherratt Senior International Midwifery 
Adviser and Trainer

16:30-17:00
United Nations
Children’s Fund

(UNICEF)
Adoudou Karimou Andele Health and Nutrition 

Section Chief

18 Jan 2010

9:00
Public Administration 

and Civil Service 
Authority (PACSA)

Nisith Keopanya Director General and 
GPAR SBSD Project Manager

15:00 World Health 
Organization

All available staff
Presentation and seminar for 

staff of the WHO country office 
in the Lao People’s Democratic 

Republic

19 Jan 2010

8:30-16:45 Ministry of Health/
Cabinet

7th Five-year Health 
Development Plan Joint 
Formulation Workshop

Attendance and participation 
in the 7th Five-year Health 

Development Plan Joint 
Formulation Workshop

19 Jan 2010

8:30-17:00 Ministry of Health/
Cabinet

7th Five-year Health 
Development Plan Joint 
Formulation Workshop

Attendance and participation 
in the 7th Five-year Health 

Development Plan Joint 
Formulation Workshop
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annex 3: key HeaLtH IndIcators

communicable diseases

 » Outbreaks of communicable diseases including dengue fever, cholera and measles   
 have been recorded. HIV prevalence is low, and there have been only limited reported  
 outbreaks of avian influenza.

 » Malaria is an important contributor to mortality and morbidity, with 70% of the   
 population at risk.

maternal and child Health

 » The maternal mortality rate was 405 deaths per 100 000 live births in 2005.

 » Eighty-six per cent of women deliver at home. Only 18.5% of deliveries take place with  
 the participation of a trained birth attendant. 

 » The infant mortality rate is 70 per 1000 live births (though this may be an    
 underestimate). The rate varies a great deal between provinces, with the lowest rate   
 in Vientiane (18) and the highest in Sekong (122), 183% higher than the average for   
 the country.

 » Only 32% of children aged 12–23 months are fully immunized.

Source: Annear A et al., 2008.

Indicator

Life expectancy at birth - males (years)

value

59

Life expectancy at birth - females (years) 61

Under-5 mortality rate (per 1000 live births) 98
Maternal mortality ratio (per 100 000 live births) 405

1-year-olds with 3 doses Diptheria-Pertussis-Tetanus vaccine (%) 49

Antenatal care coverage - at least one visit (%)a 44
Births attended by skilled health personnel (%)b 21

Prevalence of tuberculosis (per 100 000 popoulation) 306

Children under five years of age stunted for age (%)c 48
Access to improved drinking water sources - rural (% pop)d 43

Access to improved sanitation - rural (% pop) 20

Notes:  a. 2001; b. 2006 (Lao National Statistics Centre 2007); c. 2000; d. 2004

Official results of a national health census published in 2006 showed important improvements 
in the maternal mortality ratio, crude death rate, total fertility rate, crude birth rate and other 
macro-indicators, though the methodology of some of these calculations, particularly maternal 
mortality, has been questioned by international development partners.
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nutrition

 » In 2006, the World Food Programme described the level of chronic malnutrition in the   
 Lao People’s Democratic Republic as “alarmingly high”.

 » Among children, 41% are stunted and 48.2% have low haemoglobin levels. Among   
 females, 31.3% have low haemoglobin levels.

other

 » Road accidents are a growing problem as volume of traffic and road speed increases   
 due to road improvements.

 » Mental health issues, particularly drug abuse, are a growing concern but poorly   
 reported.

 » Tobacco and alcohol consumption remains a concern, though actual figures on    
 consumption and the impact on public health are not available.

Source: The World Bank et al., 2007.

attended Births and Prenatal care
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annex 4: natIonaL mdg targets and 
IndIcators

Net enrolment ratio in primary 
education, both sexes (%)3 58

(1991) 83 90.6 98

Indicator

Proportion of population below 
national poverty line (%)

Poverty, Inequality and Hunger

1

1990 1996 2002 2005 2010
target

mdg 
target
2015

48 39
(1997) 33.5 25 24

Proportion of population below 
minimum level of dietary energy 

consumption
2 31 29

(2000) 20

education

Net enrolment ratio in primary 
education, girls (%)4 89.7

Net enrolment ratio in primary 
education, boys (%)5 91.4

Proportion of pupils starting 
grade 1 who reach grade 5 (%)6 48

(1991)
62

(2001) 95

Primary completion rate, 
both sexes (%)7 77.4

Primary completion rate, girls (%)8 75.4

Primary completion rate, boys (%)9 79.5

gender equality in education, etc.

Ratio of girls to boys in primary 
educaton (%)10 77

(1991) 84 89 100

Ratio of literate women to men 
of 15-24 year olds (%)11 81

(1995)
90

(2001) 100

Proportion of seats held by 
women in National Assembly (%)12 6.3 23

(2003) 30

maternal and child Health

Maternal mortality ratio, 
per 10 000 live births13 750 530 300 185350

Infant mortality rate, 
per 1000 live births14 134 55 4560

Under-five mortality 
rate, per 100015 75 5598

Prevalence of underweight children, 
under five years of age (%)

no
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Note: The table was reproduced from Macro Level Assessment: Lao PDR 2007 (World Vision Lao PDR, 2007).

Proportion of land area 
covered by forest (%)26 47 >50

Morbidity (prevalence rate) 
associated with malaria (suspected 

cases per year per 1000)
20 44 48 15

no Indicator

Proportion of population with 
sustainable access to an improved 

water source, Total (%)

safe Water and sanitation

17

1990 1996 2002 2005 2010
target

mdg 
target
2015

28 58
(2000) 75 80

Proportion of rural population (%)18 65

Proportion of population with access 
to improved sanitation, Total (%)19 60

malaria and tuberculosis (tB)

Death rate associated with 
malaria, per 100 00021 9 3.5 0.2

Proportion of population in malaria-
risk areas using effective malaria 

prevention measures (%)
22

24
(treated 
bed nets)

100

Prevalence rate associated with 
TB, per 100 000 population 

(excl. HIV positive)
23 144 5072

Proportion of tuberculosis cases 
detected under DOTS (%)24 24 47 70

Proportion of tuberculosis 
cured under DOTS (%)25 72 83 85

environment

Source: NSEDP 2006-2010
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annex 5: an overvIeW of IncentIves 
In HeaLtH care

What are Incentives?

Incentives are “an implicit or explicit financial or non-financial reward for performing a 
particular act” (Saltman quoted in Zurn, Dolea and Stilwell, 2005, p. 14). In the health care 
environment, it applies to an action or measure taken to influence the willingness of doctors, 
nurses or other health service providers to maintain effort or achieve defined organizational 
or service delivery goals. It includes the factors and conditions in their work environment that 
enable, encourage and motivate them to continue working in a particular position, profession or 
sector (International Council of Nurses, International Pharmaceutical Federation, World Dental 
Federation, World Medical Association, International Hospital Federation, World Confederation 
for Physical Therapy, 2008). Incentives can be either monetary or non-monetary, and may be 
applied at individual, team or organizational level. Examples of monetary incentives include 
payments for certain types of service (e.g. overtime), service in a rural area or length of 
service, or payments that apply to the achievement or particular service targets (e.g. rates 
of immunization). Monetary incentives may also include indirect monetary benefits, such as 
preferential access to loans (Bhattacharyya et al., 2001).

Table 1 on the following page provides an overview of the various types of financial and non-
financial incentives.

Despite the numerous approaches to incentives being implemented worldwide, the published 
evidence base of their effectiveness remains limited. Some relevant examples are discussed 
below. 

monetary Incentives

Although this paper primarily focuses on the payment of incentives that are an addition 
or supplement to usual remuneration arrangements, monetary incentives are central to the 
employment contract, and so the existing levels of payment, and the way that this compares 
to alternative employment options for the health worker must also be considered. Financial 
incentives including wages are important, and additional wage supplements or allowances have 
been found to be particularly powerful where wages are low (Hongoro and Normand, 2006). 
Wage rates, the erosion of salaries over time, and perceptions of unfairness or inequality 
in wage rates between different workers have been identified as impacting on recruitment, 
retention and turnover in a number of studies (Record and Mohiddin, 2006; Chimbari et al., 
2008; Dieleman et al., 2003). The World Health Organization (2006), Asian Development Bank 
(2007) and The World Bank, International Monetary Fund, Asian Development Bank, European 
Commission (2007) have all noted that low wages and the need to supplement incomes is a 
significant factor in low productivity in the Lao health workforce.

Performance-based payments and grants tie payments to an agreed set of performance 
requirement benchmarks. These have been shown to increase productively and quality of care, 
as well as improve retention (Vujicic, Ohiri and Sparkes, 2009). Performance requirements can 
take a number of forms, such as the number of episodes of service delivered (e.g. vaccinations 
administered) or the achievement of outcomes applying to a target population (e.g. 75% of 
children under five vaccinated). These may be applied at individual or organizational level. 
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Table 1. Types of Incentives

financial Non-financial

terms and conditions of employment 

 » Salary/wage
 » Pension
 » Insurance (e.g. housing, clothing, child  

  care, transportation, parking)
 » Paid leave

Performance Payments

 » Achievement of performance targets
 » Lenght of service
 » Location or type of work (e.g. remote  

 locations)

other financial support

 » Fellowships
 » Loans: approval, discounting

Positive Work environment

 » Work autonomy and clarity of roles 
 and responsibilites
 » Sufficient resources
 » Recognition of work and achievement
 » Supportive managent and peer   

 structures
 » Manageable workload and effective  

 workload management
 » Effective management of occupational  

 health and safety risks including a safe  
 and clean workplace

 » Effective employee representation 
 and communication
 » Enforced equal opportunity policy
 » Maternity/paternity leave
 » Sustainable employment

flexibility in employment arrangements

 » Flexible work hours
 » Planned career breaks

support for career and Professional 
development

 » Effective supervision
 » Coaching and mentoring structures
 » Access to/support for training and   

 education
 » Sabbatical and study leave

access to services such as:

 » Health
 » Child care and schools
 » Recreational facilities
 » Housing
 » Transport

Intrinsic rewards

 » Job satisfaction
 » Personal achievement
 » Commitment to shared values
 » Respect of colleagues and community
 » Membership of team, belonging

Source: Reproduced from Guidelines: Incentives for Health Professionals (International Council of Nurses, International 
Pharmaceutical Federation, World Dental Federation, World Medical Association, International Hospital Federation, World 
Confederation for Physical Therapy, 2008).
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Performance-based payments often take the form of additional “top-up” payments in addition 
to usual wages, and if used strategically can also help address geographical imbalances in 
workforce distribution. 

In these cases, the design of effective performance requirements is crucial to ensure that there 
are not unintended or perverse outcomes. For example, creating a performance-based payment 
addressing one particular service or condition will not benefit the community if it results in these 
services being provided to the detriment of other vital priorities. 

Effectiveness of performance-based approaches is highly dependent on a high level of 
transparency and the availability of robust systems to monitor both the level and the quality 
of service delivery to ensure that the established targets are met. If poorly administered, the 
purpose for the incentive can become distorted. Also, there are instances where, over time, 
the allowance becomes – or is perceived as – a part of core funding or wages, rather than a 
top-up. If this occurs, its use as an incentive is lost, and an upward pressure on overall wages is 
created (Vujicic, Ohiri and Sparkes, 2009).

Financial incentives can also be made available by providing ways in which individual health 
providers can formalize and legitimize their involvement in other forms of income earning, such 
as private sector work. Though this can hold risks of gaming, it can be of benefit in circumstances 
where wages are low and health professionals must find other ways of supplementing their 
income. The introduction of a system of co-payments in northern Viet Nam, where health 
professionals had been accustomed to charging ex-gratia payments to supplement their 
incomes, was employed as a way in which the health service could generate sufficient income to 
increase the salary of health professionals to a viable level (Dieleman et al., 2003).

In private sector models, there are often built-in incentives provided by market forces, where 
increased services provide additional income. However, this model is not always appropriate 
for health services, particularly in low-income countries where the disposable incomes of the 
population with the greatest health needs are not always sufficient to buy health services on 
the market. In addition, health is characterized by an asymmetry of information, so that the 
“consumer” in a market model is not well placed to make informed judgments either about what 
alternative services are available, or about what health and medical services they need, or will 
provide the best health outcomes. 

non-monetary Incentives
Non-monetary incentives can include a range of factors related to the work environment 
and working conditions such as level of autonomy, flexibility in working times, and systems of 
recognition and support. This can range from ongoing programmes of professional development 
and support to something as straightforward as a tangible and public recognition of a 
volunteer’s contribution (Bhattacharyya et al., 2001).

The provision of effective supervision, education, training and other opportunities for 
professional development has also been demonstrated as an effective incentive to the 
recruitment and retention of health workers (Zurn, Dolea and Stilwell, 2005; Dambisya, 
2007). Provided it is appropriate in its content and delivery (Mathauer and Imhoff, 2006), 
providing opportunities for professional development and training is a way to recognize 
individual workers, help them increase their value in the labour market and simultaneously meet 
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organizational goals by providing them with improved skills and competencies (Van Lerberghe 
et al., 2002).

Workload management is also important. Excessive workloads make staff feel exploited and 
de-motivated, and can increase the likelihood that there will be stressful interactions with clients 
or patients, and therefore reduce the satisfaction and enjoyment of the work role. In addition, 
shortages of staff can lead to staff taking on roles for which they are, or feel, unprepared. This 
can create a cycle of departures, where each departing staff member makes the retention of 
remaining staff more difficult. Measures such as ensuring adequate leave provisions, effective 
and proactive workload management and task allocation, overtime payments and regulation of 
working hours, either formally or informally, can help address workload issues.

Another way in which employers can help workers to balance their working lives is to provide 
flexible work arrangements that help them to balance the responsibilities to the health service 
with a range of other responsibilities and commitments they may have. This can include offering 
flexible hours of work, extended or changed leave arrangements, and mechanisms to support 
workers returning to work after career breaks. They can be particularly important levers in 
helping to retain workers with family or other caring responsibilities. Arrangements such as 
these have also been used as a means to retain older workers in the workforce by allowing a 
“phased” approach to retirement.

Among non-monetary incentives are “intrinsic” rewards. This term refers to the sense of value 
and achievement that is derived from performing a task or achieving an outcome that is viewed 
as personally, morally or ethically valuable and worthwhile. Evidence suggests that this is a 
powerful motivator for many health workers, and is a great asset for those seeking to retain 
workers. It has been cited as a particularly strong incentive in areas such as Thailand where 
very strong kinship bonds play an important role in influencing behaviour. Where personal goals 
are aligned with the organizational goals of the health service or government, intrinsic rewards 
create a powerful motivating force (Hongoro and Normand, 2006).

These elements of an overall organizational culture and environment have been demonstrated 
to have a powerful effect on the recruitment, retention and motivation of workers, and the 
quality of services that are provided. The importance of organizational environment has been 
acknowledged through the Magnet Hospital program in the United States of America, and 
more recently the Positive Practice Environments (PPE) Campaign, being led by a consortium 
of international organizations including the International Council of Nurses, International 
Pharmaceutical Federation, World Confederation for Physical Therapy, World Dental 
Federation and World Medical Association, together with the International Hospital Federation 
and with support from the Global Health Workforce Alliance. 

Positive practice environments are characterized by:

 »occupational health, safety and wellness policies that address workplace hazards,   
 discrimination, physical and psychological violence and issues pertaining to personal   
 security;

 » fair and manageable workloads and job demands/stress;

 » an organizational climate reflective of effective management and leadership practices,  
 good peer support, worker participation in decision-making, and shared values;
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 » work schedules and workloads that permit healthy work–life balance;

 » equal opportunity and treatment;

 » opportunities for professional development and career advancement;

 » professional identity, autonomy and control over practice;

 » job security;

 » decent pay and benefits;

 » safe staffing levels;

 » support, supervision and mentorship;

 » open communication and transparency;

 » recognition programmes; and

 » access to adequate equipment, supplies and support staff.

(International Council of Nurses, International Hospital Federation, International Pharmaceutical 
Federation, World Confederation for Physical Therapy, World Dental Federation, World 
Medical Association, 2008)

What are Incentives used for?

Incentives are tools that can be used by governments and employers in health care to develop 
and sustain a workforce with the skills and experience to deliver the required care. In most 
countries, between 50% and 70% of the health budget goes to paying for the human resources 
that are the cornerstone of care delivery; however, this workforce is increasingly scarce, with 
critical shortages in several countries (World Health Organization, 2006). Policy-makers must 
strive to recruit people to the workplace, encourage them to stay, and inspire them to perform to 
an acceptable standard (Zurn, Dolea and Stilwell, 2005).

This is achieved through a variety of measures designed to: 

 » encourage providers to provide specific services (e.g. perform a screening test or   
 immunization);

 » encourage cost containment;

 » support staff recruitment and retention;

 » improve productivity and quality of service delivery; and

 » provide more effective management (Hongoro and Normand, 2006).

There is a particular need to develop and implement incentives in low- to middle-income 
countries, where health workforce shortages can be endemic, and urgent action has been 
required to address pressing health problems in the context of the Millennium Development 
Goals. Incentives packages of the kind being discussed here are often developed for application 
in government-funded or non-profit contexts. This creates some extra challenges for the design of 
the packages, as budgets are usually capped, meaning that open-ended funding models – such 
as some performance-based models where more service means more payment – are costly. It 



53

Health Worker Incentives in the Lao People’s Democratic Republic

also requires basic principles of allocative efficiency, transparency, and a level of accountability 
for monitoring and making of payments must be incorporated into the design of packages if 
they are to achieve an overall outcome of efficient as well as effective service delivery.

How effective are Incentives?

In a review of non-financial incentives for health worker retention in East and Southern Africa, 
Yoswa Dambisya (2007) noted that there are few studies on the use of incentives for retention, 
especially in underserved areas. He noted that use of incentives was “not systematically 
documented in terms of their aims, design, implementation, monitoring and evaluation 
and timeframes. The categories of HCWs targeted by the incentives were not mentioned 
either” (Dambisya, 2007, p. ii). This finding was echoed two years later when the Cochrane 
Collaboration published a review of interventions for increasing health professionals practising 
in rural and other underserviced areas in 2009, and found that “there are currently no well-
designed studies in which bias and confounding are minimized to confirm or refute claims 
regarding the value of any existing intervention” (Grobler et al., 2009). The review notes that 
few studies have compared interventions across different settings, and that although there was 
some evidence to suggest that interventions targeting causes of problems were more successful 
than those that did not, the evidence was inconsistent. Wilson et al. (2009) would only say of 
incentive (and support) schemes that they “may have value”.

While evidence on the effectiveness of incentives remains in its infancy, available evidence 
suggests that the interventions that are most effective are those that provide a combination of 
monetary and non-monetary approaches (Hongoro and Normand, 2006), though their success is 
highly dependent on contextual factors (Custers et al., 2008). In addition, different incentives will 
have different impacts on different people. For example, one study of nurses in Belgium found 
that promotion and career opportunities were more highly valued by young nurses than their 
older counterparts. Similarly, security of employment and the reputation of their employer were 
more highly valued by the older nurses (de Gieter et al., 2006).
 
In their article on ways to improve health worker performance, Rowe et al. (2005) stated that 
factors that improve motivation and job satisfaction are likely to be important determinants 
of performance, and identified a series of environmental elements that are likely to influence 
performance. Further, they noted that while behavioural theory has documented at length factors 
that influence behavioural change, “little is known about how well the theories predict health-
worker practices or success of intervention” (Rowe et al., 2005, p. 1028). The authors did note, 
however, that while effective supervision can improve performance, at least in the short term, 
dissemination of written guidelines without additional interventions was generally ineffective.

A recent report from The World Bank noted that while the use of incentives and allowances 
has some disadvantages, such as obscuring the true wage bill for governments, remuneration 
methods “especially when performance based – can increase productively and quality of care 
and improve retention” (Vujicic, Ohiri and Sparkes, 2009, p. 8). The report noted that literature 
on performance-based pay has focused mainly on service delivery and health outcomes, rather 
than health workforce outcomes. Therefore, it noted that “there is a lack of understanding about 
how and why some performance-based contracts fail or lead to unintended consequences” 
(Vujicic, Ohiri and Sparkes, 2009, p. 236).
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An incentive programme aimed to attract and retain nurse tutors in Malawi has been deemed 
successful, with the number of nurse tutors and clinical instructor posts increasing and remaining 
relatively stable over the period of the programme (Caffrey and Frelick, 2006). The retention 
scheme included salary supplements and free staff housing, combined with an obligatory 
“bonding” scheme that required services for a given period of time in return for educational 
scholarships. In addition, some institutions provided further salary supplements, transportation 
to work for commuters, transportation for home visits, training and educational opportunities 
and free utilities. The scheme’s targeting and selectivity were key elements Of the scheme’s 
success. The quality of staff accommodations and classroom facilities (i.e. workplace) were 
also important. Other factors were proximity to home and family and promotions within the 
institutions.

A study by Christianson et al. (2007) reviewed the published literature to assess the impact 
of financial incentives in health care on quality improvements. In regard to incentives directed 
at quality of care, they found mixed results and limited evidence; however, some evidence 
suggested that employing financial incentives to improve the delivery of preventative services 
could be effective. A further review of published articles assessing financial incentive and their 
secondary impact on quality also found that the evidence was not compelling, partly because of 
difficulty in funding comparable indicators of outcomes, and that the form of incentive and how 
they were transmitted were often not well defined (Christianson, Leatherman and Sutherland, 
2007).

Large-scale performance incentive programmes have reportedly yielded improved health 
outputs such as immunization, antenatal care and assisted deliveries in Haiti and Rwanda. In 
Haiti, NGO providers agree to meet certain targets, with 90% of their payment fixed and the 
remainder conditional on good performance (Eichler and Levine, 2009).

Incentive packages are often developed in the context of a broader range of sector initiatives 
or reforms, such as a workforce planning strategy, establishment of a new programme or 
service, or implementation of organizational and management reform. This contributes to 
ongoing difficulty in evaluating the effectiveness of some packages. It should be noted, however, 
that the range of outcomes above are not necessarily in harmony. For example, an incentive 
scheme that rewards throughput may increase costs, and may also negatively impact on quality 
if not implemented with appropriate safeguards. Similarly, incentives aimed primarily at 
retaining staff will be ineffective in achieving improvements in health outcomes if the staff do 
not have the skills, training or equipment to deliver the required care. 

In his review of non-financial incentives in east and southern Africa, Dambisya (2007) found that 
successful application of non-financial incentives was associated with:

 » proper consultative planning

 » long-term strategic planning 

 » sustainable financing mechanisms

 » sector-wide (rather than project-specific) funding and national budgets.
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