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Pay for Success
Pay for Outcomes

Outcomes-Based Procurement
Pay for Performance

Performance-Based Contracting

Environmental/Social Impact Bond
Full Delivery

Turn-Key 
Pay for Results

P4P / PFS 



Pay for Success
Government 
Agency / Payor

ContractorInvestors

Subcontractors 
(if necessary)

Environmental 
Outcomes

Flow of Money:

● Investors finance the 
contractor

● Contractors pay staff, 
materials, etc. and 
subcontractors 

● Once project is delivered, 
Government pays 
Contractor

● Contractor pays back 
investors



The 5 Golden Rules of Pay for Success

1. Time it right. 

2. Don’t sweat the small stuff.

3. Define success.

4. Pay for what you get. 

5. Scale to win. 

Find ways to hold money for 5-10 years

Offloading risk means no micromanaging

Set clear, quantifiable metrics

Use a per-unit pricing model

Prioritize lowest price per-unit proposals vs. 
lowest cost overall



Optimal Payment Schedules

We recommend a payment schedule 
that provides approximately 40-60% 
at the time construction is 
completed.

And reserving the remaining 40-60% 
for  after desired outcomes are 
achieved.



Overview of Programs
Average 
Cost per 

lb N
Who is Buying Priorities Quantification Plan Authorized in

Clean Water 
Commerce $20.85

Maryland Dept. of 
Environment

● Locally impaired watershed
● P and sediment reductions
● Alleviation of environmental injustice
● Climate mitigation and adaptation

CAST 2021

Clean Water 
Procurement $15.57 Pennvest

● Locally impaired watershed
● Tier 1 Chesapeake Bay county
● “Small farms”=not CAFOs
● Community/environmental benefits
● Fiscal/managerial viability of entity

Chesapeake Bay Nutrient 
Trading Tool 2022

Conowingo 
Pay for 

Success
$30.94

Maryland Dept. of 
Environment via 

Susquehanna River 
Basin Commission

● Located in Maryland
● Dredging
● Most effective basin

CAST 2023

Pay for 
Outcomes TBD Virginia Dept. of 

Environmental Quality

● Success confidence
● Habitat and resilience benefits 
● Readiness to proceed
● Local government coordination

● Water quality monitoring;
● Statistically-significant 

sampling, or
● “Output” measurement.

2024



What’s it cost?



What will it cost?



How long does it take to sign the first round of contracts?



A Vision: The First-Ever “Success First” WIP



What would it take?

1. Determine fiscal sponsor

2. Agree on quantification 
standards

3. Harmonize priorities

4. Create a solicitation

5. Create a platform

6. Anticipate issues

7. Move quickly and 
consistently

You’re already 
halfway there!





Resources

More Information: 
policyinnovation.org/procurement-finance/pfs

Contact Info: 
Grace Edinger, Procurement Strategy Lead

grace@policyinnovation.org

Harry Huntley, Agriculture Policy Lead
hhuntley@policyinnovation.org

Scan & Bookmark Me!

mailto:grace@policyinnovation.org
mailto:hhuntley@policyinnovation.org


idea socialization

official guidance

expand SIPPRA

FEDERAL

Pathways Forward

broad legislation (ex WRDA)

STATE-BY-STATE

pilot programs

state legislation

suite of templates

CROSS-CUTTING STRATEGIES

case studies

better communication

level of difficulty

analysis & evaluation

pilot programs



This really 
matters. 

● Costs taxpayers more 
money

● + Administrative burden 
on agency staff & 
contractors

● Extraordinary time delays



How it works & major differences

Project  Scoping Design, Procurement 
&  Process Control

Maintenance & MonitoringConstruction

PAY FOR 
SUCCESS

TRADITIONAL
CONTRACTING

Analyze Land Design Build Maintain



Where we’re at:

States are choosing to adopt new 
contract structures.

Existing Program In Consideration 
(1-2 years)

In Development


