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MONDAY 19 MAY 2014 
 

The OECD Development Co-operation Directorate and the German Development Institute / Deutsches 
Institut für Entwicklungspolitik (DIE) convened a technical workshop in Paris on results-based funding. 
More than 70 development experts and managers participated in the workshop, representing bilateral 
and multilateral development agencies, non-governmental organisations, partner countries and think 
tanks. Discussions focused on emerging lessons and challenges in the design and implementation of 
results-based funding modalities, including sector-specific challenges in climate change, education, 
energy, health and governance. 

 

 
OPENING SESSION: WHAT IS RESULTS-BASED FUNDING 

 
1. Jon Lomøy (OECD) welcomed participants and underscored the timeliness of the topic. Against 

the background of increasing pressure on development actors to demonstrate results, innovative 
modalities that link funding closely to results seem to be a promising way to address challenges 
inherent to development cooperation. Whether and how these modalities work in practice 
need to be further examined. Jon therefore stated that OECD is pleased to co- host this event and 
to bring key actors together for sharing knowledge and experiences. 

 

2. Stephan Klingebiel (DIE) kicked off the discussion with an overview on the concept of results- 
based funding and its main challenges. While there is still no agreed common terminology, many 
actors divide results-based funding1 into results-based finance (RBF) for describing a contract 
between funder and service provider and results-based aid (RBA) for describing a contract 
between funder and partner government. According to Stephan, at least three clusters of open 
questions remain in the debate on results-based funding. First, there are technical 
implementation challenges around measuring and identifying indicators. Second, there are issues 
related to the political economy of partner countries and donors and how different incentives 
affect the potential benefits in practice. Third, the potential of results-based funding needs to be 
understood in a changing global context where aid is increasingly used as an integrated and 
catalytic financing mechanism. 

 

 
 
 
 

1 This summary uses the term results-based funding as the umbrella term for mechanisms through which a funder pays an 
agent for achieving pre-defined results, covering a variety of applications such as: Payment by Results (PbR), Payment for 
Results (PforR), Results-Based Lending (RBL), Performance-driven loans (PDL), Performance-based aid for REDD+, performance 
tranches in budget support, Cash on Delivery (CoD), Output-Based Aid, etc. Synonymous with “results-based funding” the terms 
“results-based approaches” and sometimes “results-based financing” are used as umbrella terms in the literature. 
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SESSION 1: OVERVIEW OF RESULTS- BASED FUNDED PROGRAMMES 
 

3. Hans Lundgren (OECD) introduced the session outlining the various mechanisms covered by the 
term results-based funding. Ellie Cockburn (DfID), José Castillo (The Global Fund to Fight AIDS, 
Tuberculosis and Malaria) and Fei Deng (The World Bank) presented the key features of the 
instruments developed in their institutions. 

 

4. DfID’s Payment by Results approach is part of the UK civil service reform towards “better 
services with less” developed within every government department. Payment by Results can 
include payments linked to outputs, processes or outcomes depending on the partner country 
context. The share of funding transferred upfront and on delivery depends on the level of risk 
appropriate to be placed on the partner. At the moment, 14 programmes disbursing on outcomes 
are being tested, mainly in the service delivery sectors, and 16 are in the pipeline. All 
programmes include some technical assistance, either provided from the out-set of the 
programme or provided at the request of the recipient. DfId is currently building the evidence 
base on how results-based funding works by expanding the scope of the Payment by Results 
instrument and commissioning evaluations also aiming to build staff and partner capabilities for 
designing and implementing such programmes in the right way. 

 

5. In order to accelerate efforts in the fight to eliminate malaria in Central America and the 
Caribbean, the Global Fund is developing a Cash on Delivery programme for the Mesoamerica and 
Hispaniola countries. The programme will provide 30% of available funds as initial investments 
during the first year and 70% as rewards for impact from year three onwards. Rewards will 
be transferred based on the reduction of confirmed malaria cases against the expected 
annual reduction with the target of zero local cases in 2020 in every country of the region. 

 

6. The World Bank Program-for-Results (PforR) was introduced in 2012 as an answer to clients’ 
request for a better use of their country systems and a stronger focus on results. Fourteen 
operations have been approved in a range of countries from fragile states to middle-income 
countries. Another 16 are under preparation. The process for setting up such a programme 
involves identifying a government programme, key results and needs for capacity support, 
designing indicators and assessing technical, systems and risk aspects. Disbursements can be 
linked to output, intermediate output, and outcome or process indicators. In some cases, if targets 
are partially met, the partner can receive partial disbursements. Clients’ feedback is positive with 
appreciation for the reduced transaction processes, the use of country systems and the shift in 
dialogue from process details to results. A review is currently underway to identify emerging 
lessons and recommend changes to the PforR instrument. 

 

7. During the discussion, participants emphasized the importance of spill-over effects of results- 
based funding programmes in specific sectors on the overall governance situation in a country. 
According to the World Bank experience, PforR can also be useful to promote a dialogue on the 
anti- corruption agenda. Participants also discussed the importance of results forecasting to set the 
targets right and improve the predictability of disbursements. 

 
 

SESSION 2: SETTING UP A CORPORATE INSTRUMENT AND DESIGNING INDIVIDUAL PROGRAMMES 
 

8. Sven Olander (Sida) moderated the session and reported that Sida is highly interested in results- 
based funding and plans to start up to ten pilots over the next four years. For Sida, the potential of 
translating the experience with performance tranches in budget support into a new modality is 
particularly interesting. 
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9. Adele Orosz (European External Action Service) gave a presentation on “Developing a performance 
mechanism in the European Development Fund (EDF)”. EU member states have agreed to 
establish a new allocation mechanism for the EDF reserve fund with a stronger performance 
orientation. The consultation and background research process to inform the specific design 
of the mechanism should be finalised by the end of 2014. At the moment, member states 
agreed that funds should be allocated ex-post as a reward for performance in governance while 
respecting country ownership and diverse country priorities. Key open questions include how 
governance will be defined, which indicators will be assessed and how the mechanism can fit 
within the broader landscape of EU development cooperation activities. One overarching 
challenge remains to coordinate diverse positions of EU member states on the topic. 

 

10. Emma Fan and Kiyoshi Nakamitsu (ADB) shared their experience in setting up the new instrument 
“Results-based Lending (RBL)” at the Asian Development Bank. The main features of this 
instrument are: support for government’s own programmes, linking disbursements to results 
indicators, financing expenditure programmes and use of programme and country systems. For 
the ADB the instrument represents a cultural paradigm shift: from a rule based to a principle 
based system, from an individual transaction to a systems approach and from ring-fencing ADB 
financing to a programme-based approach. Such shift resulted from a long internal and external 
consultation process. An open question for the next period of implementation is whether pilots 
can be successful, especially regarding inducing institutional change, managing risks and reducing 
transaction costs. 

 

11. At the moment, two pilots have been approved and four more programmes are in the pipeline. 
The instrument constitutes about 1.5% of ADB financing but this ratio could increase to 7 to 10% 
until 2016. Interestingly only upper middle- and middle-income countries have so far 
demonstrated demand for such funding modality, including China who is considering a pilot. In the 
future, however, RBL could also be introduced for lower-income countries and beyond the current 
focus on social sectors and infrastructure. First feedback from clients indicates a particular 
appreciation of RBL because of strong use of country systems, lower transaction costs, better 
policy dialogue and more aid coordination. 

 

12. According to Michael Krempin (GIZ) the German Federal Ministry for Economic Cooperation and 
Development (BMZ) wants to promote a stronger results orientation in line with the international 
aid effectiveness agenda and foster a results-focused dialogue with partner countries. Germany 
has introduced results-based funding under the label “Aid on delivery” combining technical and 
financial cooperation. One example is the Energising Development programme (EnDev), a multi-
donor programme which aims to provide sustainable access to modern energy services for 
households, social establishments, and small and medium-sized businesses. EnDev is a 
combination of a results-based funding approach with elements of competition and flexible 
allocation of funds in a global context. Based on an assessment of experiences of five pilot 
programmes, BMZ is now in the process of developing new policy guidelines for results-based 
approaches. Emerging lessons from GIZ’s experience with results-based funding include: the need 
for diversity of results-based funding, the complementary character of financial cooperation and 
technical cooperation and the importance of capacity development to strengthen partner country 
systems. 

 

13. During the discussion, participants debated whether the costs for verification of results-based 
funding would be higher compared to traditional aid modalities and whether financial 
management and due diligence should feature strongly before implementation, once 
implementation starts or when results are achieved. Participants stressed the need to make 
results-based funding simple and not to overburden recipients with heavy requirements. Results-
based funding should, as much as possible, build on existing structures and not introduce 
additional parallel systems. 
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SESSION 3: REPORT BACK FROM SECTOR-SPECIFIC LESSONS 

 
14. Participants attended four parallel sessions to discuss specific issues and main challenges for 

implementing results-based funding in different sectors. Heiner Janus (DIE) facilitated the 
discussion on governance, Ivar Jørgensen (Norad) on the forest / environment sector, Bruno 
Meessen (Institute of Tropical Medicine) on health, and Solomon Shiferaw (Federal Ministry of 
Education, Ethiopia) on education. 

 

15. Governance: participants discussed how to define governance, how to implement results-based 
funding in this sector and in which settings. They agreed that governance should not necessarily be 
looked as a sector as such but also as a cross-cutting process. Therefore, links and synergies with 
the other sectors should be analysed in greater detail in the future. Participants also questioned 
whether results-based funding targeting governance could facilitate innovation while respecting 
partner discretion. Finally, even if results-based funded programmes related to governance might 
be easier to implement in middle income countries, such approaches also have potential in fragile 
states. 

 

16. Environment: the REDD+ experience illustrated that access to big funding can trigger 
transformative change processes - such as the participatory reform process observed in Indonesia. 
Being clear on the priorities of the programme, the requirements and the basis for payments is 
crucial. Implementing results-based funding also requires confidence in monitoring and 
verification mechanisms. Regulatory frameworks and arrangements to oversee implementation 
and safeguards should be put in place and capacity constraints should not be underestimated. 

 

17. Health is the most advanced sector with regards to results-based funding because expected 
results in this sector are easier to measure and verify. Donors know what to buy because outputs 
can be a good proxy for outcomes. One conclusion from experiments in health is that when paying 
for measurable performance, donors also supported innovation, creativity and a culture of 
problem solving. Being complementary to other tools, results-based funding added a useful focus 
on outcomes in partner dialogue. Participants concluded that developing small pilot programmes 
in different countries would be really useful to better understand how to reach the outcomes that 
are now facing major bottlenecks. 

 

18. Education: the experience of Cash on Delivery in Ethiopia underlined the importance of 
communicating on the paradigm shift from inputs to results to all stakeholders involved. Good 
communication is necessary in order to trigger creativity when implementing a programme. In 
the case of Ethiopia, incentives did not only come from the financial reward but also from the 
regional competition element. 

 
 
SESSION 4: MEASUREMENT AND DATA 
 

19. Stefan Leiderer (DIE) moderated the session and stated that measuring and recording results in a 
precise manner is crucial for implementing results-based funding, not least because disbursements 
can vary significantly depending on the baseline chosen. 

 

20. Constantine Manda (Twaweza) presented how his organisation promotes education in Tanzania 
through combining Cash on Delivery with randomised evaluations. The Kiufunza (thirst to learn) 
initiative combines three interventions for improving student performance in primary education: a 
grant to schools depending on the number of students; local Cash on Delivery (CoD) for teachers 
after verified student tests in three disciplines; a combination of grant and local CoD. 
Randomised tests with control groups ensure that results are as rigorous as possible. After a first 
year of implementation, muted impacts due to the CoD approach have been observed. Potential 
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reasons include the low language skills of teachers - which limit their ability to actually 
improve learning outcomes - and a number of practical constraints to channel funds to teachers 
effectively. 
 

21. Arild Angelsen (NMBU and CIFOR) shared the REDD+ experience with performance-based funding. 
International donors have strong faith in using results-based funding for channelling REDD+ funds 
but face five major challenges. First, donors often face pressure to spend aid funds, although 
partner countries are unwilling to reform. This could be mitigated through creating positive 
opportunity costs of disbursements (e.g. competition for funds, multi-year funds) and finding 
reform-willing coalitions in partner countries. Second, measuring performance and results is 
challenging regarding CO2 emissions (e.g. time-lags and benchmarks). Therefore, moving along the 
results-chain towards impact measurement has to be carefully managed. Third, applying 
different benchmarks and reference level (e.g. annual vs. five-year cycles) can lead to huge 
variations in estimated payouts. Hence, reasonable ex- post adjustments of payouts should be 
considered. Fourth and fifth, uncertainty and risk are high for partners and donors need to 
establish credible results-systems. Partners need to trust that funds will be disbursed for results 
achieved and donors need to trust their partners’ systems. Lessons from the REDD experience 
underscore the importance of i) the experimentation on small programmes to understand how the 
programme could work, ii) credible commitments backing payments, and iii) the opportunity cost 
of funds. Finally, not all aid should be results-based. 

 

22. During the discussion, participants debated how perverse incentives can be avoided, how to 
combine capacity development with results-based funding, how results-based funding 
influences the dialogue with partners, how additionality can be ensured and which evaluation 
methods are best suited to results-based funding. Participants agreed the challenge to ensure 
that additional results are achieved and payments are linked to these results is not being 
analysed sufficiently. On evaluation methods, participants encouraged sharing on first evaluative 
experiences.   

 
 

TUESDAY 20 MAY 2014 
 
 

SESSION 5: INCENTIVES AND SUSTAINABILITY 
 

23. Beatriz Novales (AECID) moderated the session and introduced the topic by mentioning that Spain 
also faces difficulties in applying results-based funding in countries that are not aid 
dependent and where non-financial incentives are much more effective in promoting change. 

 

24. Patricia Meduña (IDB) presented lessons from the Performance Driven Loans implemented by the 
IDB from 2003 to 2011. The Bank stopped using the instrument in 2011 due to a low demand 
from clients. Indeed only 17 projects were approved during that period. The low demand was 
primarily due to the disbursement requirements that were heavier than for traditional 
investment loans of the IDB as they included reporting on results and outcome expenditures. 
Lessons from experiences stress the importance of technical dialogue on results when selecting 
indicators and targets. Targets must be specific, realistic and measurable. Moreover, results 
should not be limited to outcomes but should also include outputs. Disbursements should be 
synchronised with the country budget cycle, and partial disbursements for partial achievement of 
outcomes can reduce the risks of delays and increase motivation to deliver. A good understanding 
of results-based lending at country and agency level is also crucial. Independent verification of 
results requires strengthening entities in countries with scarce local capacity. 

 

25. Robert Brinckman (Clinton Health Access Initiative) stressed that Cash on Delivery programmes 
are incentive schemes that do not exist in a vacuum. They serve to accelerate the pace of existing 
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programmes and their value for money. Therefore, the amount of cash disbursed for service 
delivery should not equal only the cost of delivering the service but should also cover incentives. 
Rewards should not be considered as reimbursements and stakeholders should keep in mind that 
other types of input-funding can cover part of the costs. Therefore, incentive rewards should be 
the product of a negotiation between the partner and the donor. When negotiating the 
incentives, stakeholders should bear in mind that each financial restriction or requirement 
decreases its value. Finally, as for any programme, sustainability will require country capacity and 
ownership. A hands-off model can set the stage for such autonomy. 

26. John Ward (Vivid Economics) reflected on how to build a decent indicator for results-based 
funding. His conclusions were drawn from the economic assessment of Results-Based Financing 
approaches as a means of supporting energy access and energy efficiency investments conducted 
for the World Bank Energy Sector Management Assistance Program (ESMAP). A results indicator 
should meet three criteria: proximity to impact, ease of measurement, and appropriate incentive 
effects. The appropriate incentive e ffect requires the balance of stronger incentives with greater 
risks. Such balance can be influenced by the extent to which the agent can control the risk, 
the ease to measure the relevant result, the length of time before payments, the cost base of the 
agent and the amount of the initial investment. The risk/incentive trade-off will also influence the 
question of who should receive the funds: the government, the provider or the stakeholder. The 
decision should also be influenced by the possible externalities and economy of scale of the 
programme. 

 

27. During the discussion, participants agreed that the issues of staff turnover in government 
administration are not given enough consideration when addressing the timing of disbursements 
and its influence on the incentives scheme. This also applies to how the different interests in 
governments can be affected by the timing of disbursements. In addition, participants discussed 
comments related to sustainability and the hands-off or hands-on models. They agreed it was too 
soon to draw conclusions on which approach better support sustainability as they have not been 
evaluated yet.  

 
 

SESSION 6: THE NEW RELATIONSHIP BETWEEN PARTNERS AND DONORS 
 

28. Rita Perakis (CGD) moderated the session and shared that when designing CoD the objective was 
to facilitate ownership and create a new relationship between donors, partners and citizens. 
Considerations about incentives were only secondary. 

 

29. Solomon Shiferaw (Federal Ministry of Education, Ethiopia) shared the experience of Ethiopia with 
results-based funding in education. In 2012, DfID together with the Ministry of Education (MoE) 
piloted a three-year Cash on Delivery programme with a maximum budget of £10 million per year. 
The aim is to incentivise enrolment and quality in lower secondary (grades 9-10). Payments are 
made to the MoE based on increases in the numbers of students who sit and pass the national 
grade 10 exams relative to the previous year. Payments per students depend on gender and 
regions. The MoE and decentralised education authorities are able to allocate and invest in their 
own priorities. The first year of implementation did not result in a large increase of sitters and 
passers. The second year, the numbers of additional sitters and passers increased in most 
regions and resulted in a payment of £5,664,935 from DfID. According to Solomon Shiferaw, 
communication to all relevant stakeholders on the programme rational played a vital role. From 
his experience, the reward payment should be allocated in a manner that balances performance 
and equity within regions. Moreover, delays in the disbursement of funds can harm awareness 
about and impact of the programme. Finally, there is a need to improve effectiveness through 
building the capacity of regional planners and policy makers to improve their problem solving skills. 

 

http://www.esmap.org/
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30. Franco Conzato (EC) presented the new results framework of the EC and how it might change the 
relation with partners at the country level. The results framework will address the dual purpose of 
accountability to stakeholders (e.g. tax payers, EU institutions) and management to support 
decision making. One current challenge is to align indicators of the results framework with 
programming documents, while ensuring ownership and alignment at the country level. One 
emerging lesson is that risk management will remain crucial as a current risk assessment of budget 
support operations indicates that 27% of partner countries have an average substantial risk. 
Partner country feedback on the results framework is diverse: CSOs react very differently 
depending on the situation in individual countries; some countries are very interested in a 
dialogue on results; some countries have a tradition of dialogue on results but only linked to 
budget support and other countries are not in favour of a discussion on results. As next steps, the 
EU will finalise and apply the results framework to EU aid and then start piloting the framework. 

 

31. During the discussion, participants wondered whether results-based funding would be the 
preferred modality for Ethiopia, whether different ministries within a partner country have 
different interests in this regard and if the dialogue on results in Ethiopia has changed. Solomon 
explained that the programme is additional to traditional input oriented financing. Compared to 
the 22 donors actively supporting education the modality is only one part of a much larger 
envelope. Improvements in enrolments are due to other factors apart from results-based funding 
such as underlying trends in the education sector, stronger competition between schools and 
regions and improvements in data collection. Still, a conversation on results has been triggered 
and rewards are publicly announced thereby creating non-financial incentives to perform. 
Regarding sustainability, Solomon Shiferaw commented that there still is a large gap to bridge 
in terms of enrolment, especially in secondary education, but in the long-term Ethiopia should 
manage the education in a self-sustaining manner. In case a results plateau is reached, there still 
will be other indicators and areas in education that will need improvement. Looking forward, 
inter-sectoral dialogue on results-based funding will be increasingly important and African 
countries should start exchanging experiences on this matter. 

 
 

CLOSING SESSION 
 

32. Hans Lundgren (OECD) thanked participants for their contributions to an enlightening discussion 
on the emerging lessons which had enabled sectorial cross-fertilisation. He highlighted that 
results-based funding seems to have spill-over effects on the governance of sector programmes 
thanks to a focus on results in the dialogue and the interesting potential of complementarity with 
more traditional programmes. As evidence on whether and how results-based funding works is 
still limited, Hans encouraged further experimentation with modalities and more evaluations. A 
similar workshop could be interesting to reconvene once more evidence from evaluations and 
reviews is available. Hans also informed that lessons from the workshop will be fed into the on-
going review of results measurement and management practices among DAC members. The OECD 
Secretariat will also produce a brief with key take-away points. Possible next steps could also 
involve more partner countries and implementers in the discussion. 

 

33. Stephan Klingebiel (DIE) mentioned that DIE’s work programme includes research on the issue of 
capacity development and results-based funding. Based on the three clusters of open questions in 
the debate on results-based funding mentioned during the opening session, Stephan brought 
attention to three remaining evidence gaps: i) the implementation and measurement challenges 
will require more sector specific studies; ii) the political economy of the approach should be 
better analysed with a focus on understanding the theory of change from the partner and the 
donor side; iii) results-based practitioners would learn from looking at experience beyond the 
development sector. 
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34. Participants concluded that practitioners should focus on gathering more evidence to understand 
whether and how results-based funding works including compared to other instruments, and 
what should be the balance between hands-on and hands-off approaches during implementation. 
Indeed, the paradigm shift towards results might be more effective than the actual incentives 
provided by the funds. More in-depth case studies and evaluations should be conducted and a 
meta-study should be considered. Such studies should include broader questions related to the 
political economy of results- based funding and the role of financial and non-financial incentives at 
partner and donor level. Participants suggested that a dialogue among practitioners would help to 
develop the approaches for evaluating results-based funding programmes. Such dialogue could 
also strengthen partner and donor capacity when implementing results-based funding. Participants 
also stressed the importance of keeping the focus of interventions on long-term sustainable 
changes and not primarily on easy-to-achieve results. 
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