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Background: Performance-based payment is a payment model that attempts to 

reward the measured dimensions of performance and encourages health service 

providers to achieve predetermined goals by financial incentives. This study 

aimed to identify executive challenges of performance-based payment from 

medical and educational hospitals administrators’ perspective and offering 

solutions in Isfahan 2018. 

Methods: This study was a qualitative study. Semi structured interviews were 

used to collect data. The research population was 11 people (the administrators of 

educational and medical hospitals in Isfahan) who were selected purposefully. All 

interviews were recorded and then written on a paper. The duration of the 

interviews varied between 45 to 60 minutes. The data were analyzed using 

MAXQDA12 software and based on thematic analysis. 

Results: In this study, , regarding executive challenges, seven themes and fifteen 

sub-themes were obtained, including the weakness of the performance-based 

payment project, weakness in education and educational support, low employee 

participation, weakness of information and communication technology, weakness 

of laws and regulations, unfavorable economic conditions of the public sector, 

and special conditions governing public hospitals. 

Conclusion: performance-based payment, if implemented correctly, can lead to 

the improvement of quantitative and qualitative indicators related to employees’ 

performance. Correct implementation requires identifying challenges and 

obstacles and then corrective actions. This study was able to identify and present 

some of the operational challenges of the performance-based payment from the 

viewpoint of hospital administrators. 
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Introduction 

he main mission of health system is to 

promote the community health, and hospitals 

as the main and important part of the health system 

of each country are focused in performing reforms. 

Given that in hospitals, human resources play a 

major role as the core of the organization, 

insufficient salary or wage and inefficient payment 

systems has led to some problems, such as 

employee dissatisfaction, absence at work , 

quitting the job, conflicts between employees, 

strike, and complaints (1-3). This issue affects 

patient care and consequently reduces the quality 

of services provided to patients, increases the 

length of stay in the hospital and costs (3, 4). 

Therefore, one of the main goals of Hospital 

administration is to attract, maintain, and improve 

human resources efficiently, which depends on the 

design and implementation of a fair and efficient 

payment method (5, 6).  

Considering that financial incentives are one of 

the most important factors affecting organizational 

and individual behavior in the health sector and 

have many effects on the organization of the health 

system and the quantity and quality of services, 

health sector administrators should consider the 

powerful effects of motivation on employees’ 

behavior in designing a payment system (7, 8). 

According to Steven's study, by giving a reward of 

at least 10 percent more than employees’ salaries, 

they can be motivated (9). Moreover, decisions 

about the two concepts of performance payment 

and payment difference are the most important 

components of designing a compensation service 

package (10). In the discussion of health financing, 

which is often discussed by many developed and 

developing countries, payment mechanisms for 

health care providers are very important (11). It 

should be noted that although giving rewards 

creates motivation, another important factor which 

can act as a motivation disincentive, is not to see 

differences when rewarding. Good performances 

are ignored in plans that pay the same for all 

employees regardless of individual’s performance 

or level of accountability. This activity is not 

compatible with the philosophy of high-

performance companies, as well as the importance 

of incentive in the payment system (12). 

Definition of performance-based payment is not 

easy in practice. Mirless and Holmstrom are 

among the first who have emphasized the 

importance and superiority of the performance-

based payment system to other reward systems, in 

situations where supervision is costly (9). Right 

has defined the performance-based payment as a 

part of financial and non-financial rewards of 

individuals directly linked to the performance of a 

person, team or company. Performance-based 

payment is a payment model that tries to reward 

measured dimensions of performance and 

encourages health service providers to achieve 

predetermined goals by financial incentives (13, 

14). The correct payment mechanism, on one hand, 

motivates employees, and on the other hand, is an 

instrument in the hands of administrators and 

health system administrators to control costs; 

therefore, it has always been a concern for 

healthcare providers (15, 16). 

The performance-based payment in different 

countries has yielded different results. For instance, 

implementing this system in the UK has improved 

immunization and uterine screening tests, as well as 

improving the quality of the services provided 

before the introduction of the plan (17). In Turkey, 

performance-based payment has also led to an 

increase in doctors’ efficiency and a reduction in the 

number of patients per physician. In general, 

implementing this system in Turkey has been 

satisfactory and has led to a successful progress in 

providing health services (18). 

In Iran, a research project has been conducted 

experimentally in this regard since 2004 in Shahid 

Hasheminejad subspecialty medical and 

educational center in Tehran. Since 2006, the 

design of a performance-based payment system has 

been developed based on the guidelines for 

managing the selected hospitals in order to justify 

payments and establish a proper system of 

rewarding and evaluating staff. The results of this 

hospital has shown an increase in satisfaction of 

clients and staff, reducing work risks and 
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accidents, reducing the absence of staff, increasing 

patients admission of clinical, emergency, 

echocardiography, angiography, sonography, 

nuclear medicine and surgeries (1, 19). Moreover, 

performance-based payment at Yasuj Shahid 

Beheshti Hospital shows an increase in patients’ 

satisfaction (3). Contrary to successful experiences 

in other countries, in Canada, due to the lack of a 

system for accurate evaluation of performance in 

many healthcare organizations, these organizations 

were not successful in applying performance-based 

payment methods (20). 

Considering the upstream documents, including 

Article 32 (clause C), the 5
th
 Five-Year Plan of 

Development of the Islamic Republic of Iran, the 

Health Development Plan (May 2012), and the 

general policies of the administrative system of the 

Supreme Leader (April 2010), which (in the 9
th
 

aim of sub-clause 7
th
) emphasizes the reform of the 

payment system, the instruction on the method of 

performance-based payment was implemented 

definitively in the educational and medical 

hospitals of Isfahan in early July 2013 (4, 5). 

Several studies have been conducted to assess the 

impact of performance-based payment methods; 

however, in Iran, no study has been conducted 

specifically on the performance challenges of the 

performance-based payment in hospitals from the 

viewpoint of hospital administrators. Therefore, 

this study was carried out in this regard. 

Materials and Method 

The present study, based on the results is an 

applied research and temporally, a cross-sectional 

study which was carried out using qualitative 

research method and content analysis approach. 

The main purpose of the study was to identify the 

implementation challenges of the performance-

based payment from the viewpoint of Isfahan 

medical and educational hospital administrators 

and providing solutions. Therefore, a semi-

structured interview method was used to collect 

data. The population of this study was the 

administrators of medical and educational hospitals 

in Isfahan (including 11 hospitals). First, the 

interview manual was developed and then a total of 

11 interviews were conducted at the Hospital 

administration office. The method of conducting 

interviews was by telephone or in person and by 

referring to the Hospital administration office. All 

interviews were recorded by the tape recorder to 

increase the accuracy of the collected data. The 

length of the interviews was between 45 to 60 

minutes (an average of 50 minutes). In this study, 

in order to obtain the credibility of the researcher's 

excellence, by using guidance, experience and 

assistance from the supervisor and counselors, 

several interviews were conducted experimentally 

before the study was started by the researcher. The 

first interviews were then reviewed by the 

supervisors and counselors to control their 

correctness. To enhance the reliability of the codes 

after extraction, most of the participants were 

referred and their views were taken into account. 

Lincoln and Guba criteria were used to determine 

the reliability of the data. This criterion is 

equivalent to credibility and reliability in 

quantitative studies (21). Therefore, four criteria of 

credibility, confirmability, dependability and 

transferability were investigated (22). In the first 

stage, after each interview, the interviews were 

immediately typed and stored in the MAXQDA12 

software. In the next step, the text of the interviews 

was read and reviewed, so that the researchers 

found enough mastery in the data. In the third step, 

the data were broken into code semantic units (in 

the form of sentences and paragraphs related to the 

original meaning). Semantic units were also 

reviewed several times, and then the proper codes 

for each semantic unit were written. In each of the 

interviews, the sub categories were separated from 

each other, and then they were merged and the 

main themes were identified. In the next step, the 

categories were classified according to conceptual 

and semantic similarity and became as small as 

possible. Finally, the data were placed in main 

categories which were more general and 

conceptual, and then abstract themes and 

suggestions were provided. In order to observe 

ethical considerations in this study, people were 

entered completely voluntarily and consciously 

and their specifications and information remained 
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completely confidential. It should be noted that the 

informed consent of individuals has already been 

taken. The ethics code of the dissertation, of which 

the article is extracted, is 3.423. 

Results 

After the interviews were written and coded, the 

codes were extracted from the data. According to 

the collected data, about 800 initial codes were 

identified. Then, the same codes were merged and 

finally, based on these codes, the main themes and 

sub themes related to each topic were categorized. 

Accordingly, seven categories of factors prevent 

the successful implementation of performance-

based payments in government hospitals. The 

seven main themes included: inherent weaknesses 

in performance-based payments, weaknesses in 

education and educational support, poor 

participation of employees in successful 

implementation of the program, weaknesses in 

information and communication technology, 

deficiencies in the laws and regulations, 

undesirable financial public sector conditions, and 

special conditions public hospitals, which are 

explained in more details below. 

First theme: the inherent weaknesses of the 

payment-based payment program  

This program did not take into account the 

specific conditions of various hospitals. However, 

different hospitals have various conditions in each 

of their sectors. 

"For example, a hospital like ours, its 

paraclinical section is just available now, since the 

hospital needs it. So when there's no activity,  

and just because a hospital needs to have a 

radiology department, how it can earn money?" 

(Interviewee 1)  

Second theme: Weakness in education and 

educational support 

Education and development of human resources 

make it possible for individuals to continue their 

activities in accordance with hospital changes and 

the environment and increase their performance. 

Staff and supervisors need to be educated on the 

methods of the performance-based payment. Lack 

of education causes the staff and expertise to have 

limited knowledge in successful implementation of 

performance-based payment, which can prevent 

successful implementation of the program. 

"There was no good education. At least a week 

of educational classes was needed, and an educated 

person was needed to implement ghasedac 

scheme.‖ (Interviewee 8) 

Third theme: Poor participation of employees in 

successful implementation of the program 

The performance-based payment in public 

hospitals directly relates to employees’ salary. 

Implementation requires employee participation 

and lack of employee participation and support can 

be a challenge to its successful implementation at 

the organization level. Delay in payments, as well 

as differences between clinical and non-clinical 

employees, can be the source of dissatisfaction and 

lack of employee participation. 

"Generally, when the organization wants  

to implement a new plan, employees  

disagree, especially with regard to their rights. This 

performance-based is unclear, which  

causes confusion and lack of participation.‖  

(Interviewee 3) 

Fourth theme: The weakness of information 

and communication technology 

Having accurate, relevant, timely and fast 

information will increase the quality of decisions 

and planning. The technology and information 

systems of public hospitals can help collect 

information about individuals and create a 

comprehensive database to enable administrators 

to use the accurate information to pay people 

according to their performance. However, in public 

hospitals, these kind of comprehensive information 

systems either do not exist or, if any, the 

information is not accurate and timely. 

"This ghasedac scheme itself has some charts 

based on which the score are given. Our 

supervisors do not fill these charts at all. They 

score the way they like.‖ (Interviewee 4) 

There is no link between the attendance system 

and the ghasedac system. 

"There is still a problem in the attendance 

systems, and they do not really support ghasedac 
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output, and we need to manually calculate or by 

Excel software. On the other hand, attendance is 

not examined in many physicians.‖ (Interviewee 5) 

Fifth theme: Defects and weaknesses in laws 

and regulations 

The deficiencies in laws and regulations in terms 

of performance, and even the criteria for assessing 

the individuals’ performance in public hospitals, 

prevent the successful implementation of a 

performance-based payment. For example, the 

weaknesses in the laws related to the prohibition of 

simultaneous physicians’ activity in the public and 

private sectors. 

"The faculty physician now operates in the 

morning in the private sector, and there is no 

supervision. The ministry has neither good policy 

nor good supervision, and this is a serious 

problem.‖ (Interviewee 2) 

Sixth theme: unfavorable financial condition 

of the public sector 

Undoubtedly, a performance-based payment that 

is intended to be permanently established in public 

hospitals requires prerequisites, including 

favorable state economic conditions. Moreover, the 

Ministry of Health must make changes to the plan 

in the best economic conditions and manage 

hospitals towards better performance. The 

economic problems that are currently affecting 

public hospitals have made them unable to pay 

regular salaries of employees and has made the 

staff pessimistic to the plan. Hospital staffs 

sometimes lack the incentive to play a role in their 

hospital due to their irregular salary. 

"The months in which the hospital income is 

good and the amount for each fund is considered to 

be high, and I can pay all of this (overtime, 

productivity, and fee for service), but for most 

months, hospital income is low and does not cover 

all the three case. Sometimes the income just 

covers overtime‖ (Interviewee 9) 

Seventh theme: Special conditions of public 

hospitals 

Sometimes in public hospitals there are certain 

conditions that indirectly affect programs like 

performance-based payments, and in fact act as a 

disruptive sub-factor. The existence of these 

conditions has confused the hospitals to 

successfully implement the performance-based 

payment. If a hospital makes low scores in 

accreditation, it will receive fewer payments and 

indirectly affects employees' incomes. 

"But they have not thought about it, for 

example, when we gain a low score in 

accreditation and they give us a little money for 

hoteling for example, then it affects the income of 

the sector and the employees will get less money 

without bad performance.‖ (Interviewee 11) 

Providing solutions 

Considering the challenges identified and 

discussed in this study, the following strategies are 

recommended to continue the successful 

implementation of performance-based payment in 

medical and educational hospitals (solutions are 

respectively in line with challenges (challenge 

numbers 1 to 7)). 

1. Given that the conditions of the hospitals are 

different from each other, the solution to this 

challenge is specific for each hospital, according to 

its particular circumstances; a "special version" of 

ghasedac should be designed in accordance with 

the particular conditions of the hospital. "the same 

version" of ghasedac can be also used for all 

hospitals, but in a "redesign" style that is "flexible 

and adaptable" to different hospital conditions. 

2. "Applied, coded, and continuous (periodic) 

education should be provided for hospital ghasedac 

officials. These educations can be done virtually 

and online in a coordinated and national manner. 

Ghasedac authorities also should provide 

educations and explanations for the "clarification" 

required for hospital personnel. The ministry also 

has to design and activate a dynamic and active 

system for "responding" to the ambiguities and 

questions of hospitals. 

3. The poor employee participation in 

performance-based payment is an effect that is 

itself subject to two causes. One is the ambiguities 

is about the design, dimensions and effects of the 

staff, and the other is the difference and delay in 

the payments of the hospital staff. Clearly, the 
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solution to this challenge (poor employee 

participation) is in the causes of this effect. 

Therefore, the employees’ satisfaction can be 

gained and to make a commitment to participate by 

"participating employees and engaging them in the 

implementation of this program". The use of the 

"the fund or system of suggestions‖ can be helpful 

in this regard. 

4. Correct and timely decisions require accurate 

and timely information. This is an accepted 

principle in management. Correct and timely 

information is also the output of an integral and 

correct information system. Therefore, the hospital 

information system should be "reviewed" in line 

with the objectives of performance-based payment 

to provide adequate output for the ghasedac 

system. On the other hand, this system should be 

appropriately interlinked between different 

hospitals; which is referred to as the integrity of 

hospital information systems. Information is the 

basis of judgment; therefore, the information must 

be accurate and correct. One of its requirements is 

the "creation and enforcement of laws", which 

requires the "all employees" to observe the 

attendance system and connect the system to the 

ghasedac and staff salaries payment system. 

5. The implementation support of a plan is 

executive and supervisory rules. Unfortunately, 

evidence suggests a weakness in this regard in the 

performance-based payment of hospitals. The rules 

must be reviewed and their enforcement must be 

taken seriously. This is a shared responsibility to 

the hospital and ministry. One of these rules is the 

law of observance of doctors' income (especially in 

the private sector, which is the hidden part of this 

program) and assigning the appropriate tax (The 

researcher's suggestion is the implementation of an 

ascending tax system). 

6. The performance-based payment is a plan 

enforced by public hospitals. It needed a strong 

financial and monetary support to pay the costs. 

However, the government does not have proper 

financial and monetary conditions, so it is the time 

to rely on the administrators' ability and strength 

them instead of relying on financial and monetary 

support. Out of the 11 hospital administrators, 

more than half of them are physicians, and others 

are often from unrelated areas of health 

management. Therefore, it is suggested to develop 

a long-term plan for replacing expert 

administrators instead of current administrators, as 

well as developing a short-term plan to empower 

current administrators. Those administrators who 

can rely on their administratorial ability instead of 

relying on their ability to spend monetary and 

financial resources. 

7. Several sub-factors as a disturbing factor 

affect the proper implementation of a performance-

based payment. They have to be identified and 

controlled. For instance, the indirect impact of the 

hospitals accreditation score on the money paid to 

the hospital as well as conflict of interest at the 

level of the Ministry and the level of Hospital 

administration. Creating appropriate rules and 

reviewing current laws is a solution to these 

challenges. 

8. Ultimately, the general solution including each 

of the 7 challenges of the performance-based 

payment is to take seriously the implementation of 

the "monitoring" element. All the described 

solutions, in practice, lose their effectiveness 

without observing the element of "continuous 

monitoring." 

Table 1. Demographic status of the participants in the interview 

Item Number Percent (%) 

Job position  Hospital Administrator  11 100 

Sexuality  
Female 1 9.1 

Male  10 90.9 

Marital status 
Married  11 100 

Single  0 0 

Education  

Bachelor  1 9.1 

Master  3 27.27 

General Practitioner  7 63.63 
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Figure 1. The main themes and sub-themes obtained from data analysis 
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Discussion 

In this study, seven challenges were identified, 

including the weakness of the performance-based 

payment project, weakness in education and 

educational support, low employee participation, 

weakness of information and communication 

technology, weakness of laws and regulations, 

unfavorable economic conditions of the public 

sector, and special conditions governing public 

hospitals. 

A study in 2006, in Canada, has identified the 

challenges of the performance-based payment in 

hospitals and stated challenges, such as the lack of 

a clear evaluation system with clear objectives and 

weaknesses educating employees (20). The present 

study has explicitly identified the education 

weakness as a fundamental challenge. The plan, 

which its main beneficiaries are employees, need 

the support and participation of employees, and 

this depends on their adequate education. 

Armstrong stated that the unfair rating is a 

challenge in implementing a performance-based 

payment and it leads to an incorrect assessment of 

employees’ performance, and this can also be 

detrimental to employees’ morale (22). Moreover, 

it can affect successful implementation of the plan. 

This issue overlaps with what has been described 

in the study titled ―Existence of taste in the quality 

score of staff‖. 

The successful implementation of a plan to 

expand the performance-based payment in 

hospitals undoubtedly requires active and intense 

employees’ participation. Poor employees’ 

participation may be due to the fact that they think 

of a new plan as a threat to themselves, which 

leads to resistance and lack of participation. This is 

where the importance and role of the Hospital 

administration is determined in order to educate 

the employees. Administrators do not spend time 

talking with the staff and justify them which is the 

result of a study conducted in Canada (20). Poor 

employees’ participation can also be due to delays 

in paying their salaries, as well as differences in 

payments to different groups in the hospital. This 

delay, and this difference, weaken the motivation 

of the employees and reduce their participation. 

Developing motivational criteria and linking 

these criteria with employees’ payment is an 

important factor in successful implementation and 

engagement of active employees, as identified in 

the study by Kondo et al., conducted in 2016 in the 

United States. This result is consistent with the 

findings of the present study, referring to 

employees’ participation as a challenge to the 

successful implementation of a performance-based 

payment in hospitals, and provided creating 

motivational criteria as a solution of the challenge 

(23). 

An operational plan, no matter how perfect it is, 

if it fails to carry out the necessary monitoring, it 

will exit its desired path, like the performance-

based payment. The simultaneous activity of 

physicians in public and private sectors, the lack of 

compliance with the attendance system by 

physicians, and the weakness in the observation of 

the income of physicians in the private sector 

identified in the present study as challenges to the 

performance-based payment, can be controlled 

with proper supervision. Eldridge and Palmer, in 

their study in Canadian healthcare system, has 

emphasized monitoring as a necessary and 

essential requirement for the successful 

implementation of the performance-based payment 

(24). 

Given the economic difficulties in public 

hospitals, as well as the special conditions 

governing public hospitals, which are often the 

result of notification instructions, and hospitals 

have to follow them, including the law of nursing 

efficiency and the law of 2K for full time 

physicians, regardless of their funding, 

unfortunately, it seems unlikely that public 

hospitals will have difficulty implementing a 

successful performance-based payment. 

Conclusion 

It can be admitted that performance-based 

payment is a fair and equitable method of payment, 

and if implemented correctly, it can lead to 

improvements in quantitative and qualitative 

indicators related to employees’ performance. 

Correct implementation requires identifying 
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challenges and obstacles and then corrective actions. 

This study was able to identify and present some of 

the operational challenges of the performance-based 

payment from the viewpoint of hospital 

administrators. The next step requires the attention 

and action of policy makers and executives of the 

performance-based payment to use the results of this 

study and similar studies that will be carried out and 

presented in the future to improve and correct the 

plan. Given the challenges presented in this study, 

this issue requires inter-organizational action 

(within the hospital), by hospital administrators, as 

well as intra-organizational action (at the Ministry 

level) by policy makers and top administrators of 

the health system. 
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