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Acronyms
AGA

:

Accountable Grant Agreement [contract for GEC recipients]

ASER

:

Annual Status of Education Report (ASER) [test of foundational
literacy and numeracy developed by Pratham]

DFID

:

Department for International Development

DIB

:

Development impact bond

EGMA

:

Early Grade Mathematics Assessment [foundational numeracy
test developed by RTI International]

EGRA

:

Early Grade Reading Assessment [foundational literacy test
developed by RTI International]

EM

:

Evaluation Manager [of the Girls’ Education Challenge]

FCAS

:

Fragile and conflict-affected states

FM

:

Fund Manager [of the Girls’ Education Challenge]

GEC

:

Girls’ Education Challenge Programme

ICAI

:

Independent Commission for Aid Impact

IW

:

Innovation Window [funding window of the GEC]

M&E

:

Monitoring and evaluation

MEL

:

Monitoring, evaluation and learning

NGOs

:

Non-Governmental Organisations

PbR

:

Payment by results

RBA

:

Results-based aid

RBF

:

Results-based financing

SCW

:

Step Change Window [funding window of the GEC]

SPW

:

Strategic Partnerships Window [funding window of the GEC]
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Executive Summary
The Girls’ Education Challenge (GEC) is a £355 million DFID programme supporting the
education of marginalised girls, with 37 projects across 18 countries implementing in the
period from 2013 to 2017 1 . The programme has involved a Payment by Results (PbR)
mechanism linked principally to learning outcomes, measured by the GEC’s rigorous projectlevel evaluations using literacy and numeracy tests, treatment and comparison groups, and a
cohort of girls tracked over time. The PbR mechanism applied to 15 out of the 37 GEC
projects 2 . This paper explores the experience of both PbR and non-PbR projects on the
programme, and is based on a survey and follow-up interviews with GEC project staff3, from
across organisations’ head offices and country offices including project managers and staff
members in monitoring and evaluation (M&E) and finance.
The GEC provides an opportunity for DFID to look at the effectiveness of PbR in the education
sector, particularly in its work with non-governmental organisations (NGOs). The study aims
to review the achievements of the GEC’s PbR model against original intentions, and to learn
lessons for whether the model should be adapted for the next phase of GEC funding. It also
provides an opportunity to learn whether the presence of a PbR incentive can motivate NGOs
to be more engaged, focused and innovative in achieving outcomes, i.e. whether ‘skin in the
game’ improves the ‘level of play’.
The GEC’s focus on learning and evidence
The GEC has three outcome indicators: the learning of marginalised girls, the attendance of
marginalised girls at school, and the sustainability of the changes made. The outcome focus
of the GEC was in part a recognition that getting girls into school, on its own, is not enough to
ensure they learn. As the DFID (2012) Business Case for the GEC put it “Merely being in a
classroom is only of limited utility and unless girls learn to read and to count, they are less
likely to enjoy the health, economic, and social benefits that education can lead to.” In addition,
as the DFID (2010) Education Strategy for 2010-2015 stated “Evidence from South and West
Asia and sub-Saharan Africa suggests that, even when they complete a full cycle of primary
education, children are failing to master basic literacy and numeracy skills”.
GEC projects were designed to respond to a variety of barriers to education faced by
marginalised girls across different contexts. Barriers to education include the poverty, social
attitudes and expectations of girls and their families, and the low capacity of education
systems, schools and teachers. Projects have usually focused on addressing a number of
these barriers, and as such may be complex and holistic interventions, including a mix of
demand and supply-side approaches.
The PbR mechanism on the GEC
The GEC’s PbR mechanism involves retentions of expenditure, where projects on PbR do not
receive the full amount they spend on a quarterly basis. Instead, the GEC’s 15 PbR projects
have 10% to 20% of their expenditure ‘at-risk’, held back until the midline and endline
1

The first phase of the GEC (GEC-1) was from 2012 to 2017, with projects starting to implement in mid-to-late-2013. The GEC
is now being extended beyond 2017. This paper is about the PbR mechanism used in GEC-1.
2
The GEC’s payment model includes quarterly payments on output milestones, and then for a sub-set of projects, payments
linked directly to outcome performance measured at the key evaluation points – Baseline, Midline and Endline - with between
10% and 20% of expenditure is ‘at-risk’. The 15 projects with this payment on outcomes mechanism are referred to as ‘on PbR’.
Projects that are not subject to this mechanism on the GEC are referred to as ‘not on PbR’ or ‘non-PbR’ within this paper.
3
There were 52 survey responses, followed up with 24 interviews covering 44 project and DFID staff. Around half of survey
responses and interviews were with PbR projects’ staff, around half with non-PbR projects’ staff, and two DFID staff were also
interviewed.
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evaluation points. At these points,
repayments to projects are made depending
on the outcomes they achieve. For 13 PbR
projects these are linked to learning
outcomes; two projects are paid on both
learning and attendance outcomes. If
projects do not achieve their outcome
targets, they can lose all of the amount atrisk. If projects over-achieve their outcome
targets, they can get a bonus, capped at the
amount of expenditure at-risk (see Figure 1
with these marked as the PbR ‘downside’
and PbR ‘upside’). The absolute amount atrisk varied according to the project size, and
at the GEC midline this ranged from
£90,000 up to £2.4 million. At midline, of the
15 projects on PbR, four received a bonus,
one project was neutral (neither gaining, nor
losing), and ten projects lost money from
PbR.

Figure 1: The PbR model on the GEC

This paper looks at the theoretical costs and benefits of PbR, and DFID’s rationale for applying
PbR to the GEC. It looks at how and whether the costs and benefits have materialised for
GEC projects and for the programme as a whole up to the GEC midline period. There are
three broad areas of focus: accountability for programme outcomes; flexibility and innovation
to achieve outcomes; and risk transfer to service providers.
Labelling success: accountability for outcomes
Central to any PbR approach are the results against which payments are made. These results
should be as close as possible to the goals or objectives that the donor aims to achieve, but
are implicitly linked to the strength of the evaluation measuring them. The key findings with
respect to PbR on the GEC and accountability were as follows:


Evaluating project outcomes: The use of PbR on the GEC was driven by a desire to
improve the accountability of NGOs in the delivery of outcomes. It was recognised that this
would require a rigorous approach to evaluation, and a significant investment in this was
made as a result. Importantly the same approach to evaluation was applied to PbR and
non-PbR projects, with the exception of the removal of comparison groups for projects
operating in fragile and conflict-affected states (FCAS)4. The approach to evaluation has
been appreciated by most organisations, although there were some criticisms, including
the burden it has placed on project staff. The focus of the evaluation on outcomes,
particularly learning as measured by literacy and numeracy, was largely seen as a key
contribution of the GEC. While some project staff felt significant pressure from the risk of
failure under PbR, they also highlighted how this focus has helped push forward the
agenda on girls’ education, provided an opportunity to demonstrate impact, and
strengthened the capacity of organisations which had little previous experience in
measuring learning outcomes. These findings are true both for projects on PbR and those

4

Projects in FCAS were taken off PbR due to difficulties in having comparison groups. Six projects that started out on PbR with
comparison groups were removed from PbR in 2014.
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not on PbR. In as much as PbR drove the evaluation approach, this has been a significant
benefit, with the GEC clearly ‘labelling success’ for projects on the programme.


Alignment: A central part of the rationale for PbR is to improve the alignment between the
donor and the recipient in terms of the goals they prioritise. In the case of the GEC the
PbR mechanism aims to incentivise greater alignment with the goal of achieving learning
outcomes as measured by the literacy and numeracy achievement of girls worked with.
Originally learning and attendance had an equal focus on the programme, but due to
measurement issues, projects in 2014 were given the choice to remove attendance as a
PbR outcome. Project staff were very clear on the GEC outcome focus, and broadly
agreed with the stronger focus on learning. Projects recognised the need to focus on
foundational literacy and numeracy skills as the basis for learning. However, a common
issue was the feeling projects were achieving other results which could be seen as
outcomes in their own right, which were not receiving recognition (e.g. other subject-based
knowledge, non-cognitive skills, economic situation of families, safe learning
environments). Again, these findings were true for both PbR and non-PbR projects. Some
PbR projects lamented the reduction in focus on attendance, particularly if they felt their
project had been better designed to achieve attendance targets than learning targets.



Quality of the performance measure: For the GEC, literacy and numeracy improvements
are measured through a recognised assessment instrument relevant to context, and
attendance using school registers and independent spot checks. A range of learning
assessment tools were used (EGRA / EGMA, ASER, Uwezo5, national assessments, and
bespoke tests developed by projects and their evaluators). Some projects felt GEC
outcomes were reductionist, missing other dimensions of learning, but also measuring
literacy in a narrow way, particularly at secondary level. There were also concerns around
the complexity of assessment and the capacity of evaluators to enumerate them properly.
The overall focus on learning outcomes and their rigorous measurement was broadly seen
as very positive, a ‘step change’ for some organisations.



Understanding of the PbR metrics: Staff within project organisations should understand
how the PbR mechanism works, including how targets are calculated and payments are
made. The research suggests the GEC’s PbR mechanism was generally well-understood,
though staff working at headquarters (in senior roles) appear to understand the
mechanism much better than those working in country offices. This may indicate a
potential disconnect within organisations between those that deal with the management of
the contract, and those operating on the ground focussed on delivery. However, there was
some evidence country-office staff may be incentivised by PbR even if they do not
understand the details.

Innovate or play it safe: Uncertainty, bureaucracy and adaptation
The incentive effect of PbR would be demonstrated by evidence of organisations innovating
or adapting design and delivery to achieve their outcomes. In assessing this, the study looked
at the degree to which projects have control in the link between activities they deliver and the
GEC outcomes, and whether they made changes in order to achieve outcomes. The key

5

EGRA and EGMA are the early grade reading assessment and early grade mathematics assessment respectively, tests
developed by RTI for foundational literacy and numeracy. ASER is the Annual State of Education Report foundational literacy
and numeracy test developed by Pratham in India. Uwezo is an east African test based on ASER, it means ‘capability’ in
Swahili.
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findings include:


Control and uncertainty: A wide variety of factors were reported to have had a potential
influence on outcomes which were perceived as out of the control of projects. A number
of these factors were recognised as assumptions within projects’ theories of change, but
were sometimes under-estimated or were harder to mitigate for than expected. Such
challenges relate to low capacity in education systems, and the complex social, political
and environmental context in which projects operate. Factors mentioned included teacher
capacity, teacher transfer, government policy, drought and economic shocks. There was
a degree of fundamental uncertainty around whether theories of change would work,
particularly in the GEC timeframe; and as in many cases there is little robust existing
evidence to show the link to the desired outcomes for the particular activites projects
deliver in the contexts in which they are working. Projects may be confident in their ability
to deliver effectively at activity and output level, but in some cases this did not lead to them
achieving outcome-level change. Some projects that did not achieve their results at midline
assumed there must be something wrong with the measurement rather than their theory
of change. Others felt they need more time for implementation to deliver the results.



Motivating changes: Projects made a number of adaptations over the course of the GEC,
responding to lessons from monitoring and to findings from their baseline and midline
evaluations, and many of these were focused on achieving outcomes. For the most part
this did not involve fundamental adaptation of their theory of change, but focused on
delivery approaches and allocation of effort between activities. There is some evidence
that PbR motivated projects to make changes, however, non-PbR projects appeared to be
equally motivated to make changes in order to achieve their outcomes. The evaluation
was seen by some as an opportunity to show where models need to be strengthened, and
this tapped into staff members’ professional motivations. However, the process for making
changes on the GEC, in terms of milestones, outputs and budget amendments, was felt
by some to be too time-consuming and cumbersome and a barrier to adaptation.



Perverse incentives and motivation of project staff: Project staff perceived potential
perverse incentives from PbR, particularly to prioritise the short-term over the long-term.
Sustainability is one of the outcomes of the GEC, but there is no incentive in PbR to aim
for systemic change; rather the incentive is to achieve results within the GEC’s timeframe.
Another perceived perverse incentive was to focus on ‘easier to reach’, less marginalised
girls, for whom learning improvements may be easier to achieve. Respondents made clear
that their projects did not respond to these incentives, although sometimes felt pressure
from their own headquarters to do so. In terms of innovation, a consistent view emerging
from the study is that PbR did not incentivise innovation, and more likely had the opposite
effect, leading organisations to be more risk-averse. A key finding has been that project
staff in country are highly motivated by professional achievement, having targets to aim
for and seeing progress on the ground. In some cases it was felt that PbR may have been
a distraction from this, and did not foster a more collaborative, innovation-focused, joint
learning approach between projects, the GEC’s Fund Manager, and DFID.

Skin in the game: How service providers manage the risk of PbR
The transfer of risk from the donor to the service provider is one of the central elements of
PbR, and is key to driving its theoretical incentive effect. This financial risk for the recipient
organisation is the ‘skin in the game’, and whether they are able to cope with and respond to
7

this risk is crucial for the benefits of PbR to exceed the costs. The main findings around risk
sharing were as follows:


Understanding of risk sharing: Project staff generally understood the PbR risk, and saw
the threat as credible that DFID would be willing to hold back PbR lost on the downside.
Head offices were more concerned about the PbR downside risk than local offices, and in
some cases this put significant pressure on organisations, as one stated it was a “sword
hanging over our heads”. Country teams were aware of the financial risks of PbR, even if
not the detailed mechanisms. The GEC has two types of projects in terms of quarterly
payment approaches – payment in advance projects, and payment in arrears projects.
There is some evidence that payment in advance projects may not have fully understood
the nature of the PbR risk.



Projects handling of risk sharing: For many individuals from organisations on PbR, the
downside risk created a large amount of stress. Some, particularly from smaller NGOs,
but also from larger NGOs, felt they were unable to deal with PbR losses due to a lack of
reserves. This could impact the organisation’s other operations beyond the GEC. The PbR
downside was dealt with through a mix of borrowing, head office transfers, and
redistribution between grants within the NGO, and there is some evidence that larger
organisations were able to ‘hedge’ PbR risk.

Conclusions: What have we learned from PbR on the GEC?
The study has aimed to explore the experience of a range of organisations in responding to
and coping with PbR on the GEC. The 22 projects not on PbR have also provided an
interesting counterpoint to the 15 projects on PbR, and allow a view of what the impact of the
GEC overall approach has been, including the evaluation approach, against the impact of the
PbR element of the programme alone. While different organisations have had different
experiences on the GEC, there have been some strong trends emerging. Drawing from this
research, the key lessons from the GEC to date include:








In the GEC’s PbR model, NGOs face a real and significant level of risk if they do not
achieve results, and in large part they cannot cope well with this risk. It has the potential
to lead to the insolvency of smaller organisations or negatively impact the broader
operations of organisations, including larger NGOs, where financial reserves are limited.
Accountability for outcomes has been strong on the programme, as results are more
rigorously reported, particularly in terms of learning outcomes. However, the evaluation
itself has made the most significant contribution to this focus on outcomes. While PbR
drove the need for rigorous evaluation, both PbR and non-PbR projects have benefited.
The focus on learning outcomes has been a significant positive contribution of the GEC.
Projects have generally been well-aligned with this focus, though there have been
concerns the focus was too narrow or reductionist. There may be an important trade-off
here - on the one hand there is a need to recognise and value important changes in the
lives of girls and holistic approaches to achieve them, but on the other hand, the GEC has
effectively labelled success clearly by focusing on learning outcomes measured as
foundational literacy and numeracy. Measuring learning in this way has been new to some
organisations on the GEC, and a new standard is being set, with PbR a key driver.
The GEC focus on outcomes has to some extent fostered adaptive programming, in some
cases driven by PbR. However, much change appears to have been driven by the
professional motivation of staff to achieve results. In addition, PbR design needs to
8



recognise a potential disincentive to innovate, at least for the kind of organisations
contracted under GEC. The PbR incentive could potentially push some projects to focus
on short-term rather than systemic change, or to focus on the less marginalised if they will
then be more likely to achieve results.
Projects have found contradiction in being encouraged to learn as they go and respond to
achieve outcomes, while being held accountable for the delivery of output milestones.
Many have pointed out the process for changing activities is too bureaucratic to encourage
this kind of adaptive management.

Recommendations for PbR in contracting service providers
The findings suggest that PbR can play an important role in driving accountability and ensuring
a focus on results, however the design of a PbR approach when applied to the GEC or in
similar contexts needs careful consideration. This should account for the nature of the
organisations being contracted, in particular the risks to which they are able to be exposed as
well as their likely response. Several recommendations emerge from the findings of this
research in this light, which may be applicable to the design of PbR approaches in other
programme contexts, particularly in donor contracting of NGOs as service providers:
A. It is critical to consider whether a PbR downside will have more negative than
positive consequences. In particular where smaller organisations may potentially fold
due to lack of funds, and both small and larger organisations may face a significant
opportunity cost from PbR losses particularly if they lack unrestricted reserves. Further,
the potential that downside may actively discourage or limit innovation needs to be
taken into account.
B. Maintaining a PbR mechanism can provide strong incentives for rigorous results
measurement. By having a section of contracts with service providers linked directly
to outcomes, programme managers and the donor have a clear priority to ensure rigour
and robust measurement. This includes the use of best practice measurement tools,
comparison groups, tracking a cohort of beneficiaries over time, and seeking
statistically significant results. In addition, as PbR can label success, organisations
are more clear on the outcomes they should be setting out to achieve.
C. A smaller PbR upside can be used in order to maintain the incentive for rigorous
results measurement without having the costs and risks associated with PbR
downside. Allowing the PbR upside to be channelled to unrestricted reserves can
provide a strong motivation for smaller organisations.
D. It is critical to ensure the bureaucracy and time associated with changing project
design during implementation is minimised to enable adaptive management to
focus on outcomes, particularly in hybrid PbR models (where payments are both linked
to outcomes and outputs/activities). It is also critical that the evaluation is set up and
used for redesign and adaptation of projects’ theories of change; the timing of
information flows on outcomes needs careful consideration.
E. A PbR incentive payment which is structured around longer term outcomes
(measured after the end of intervention funding) could reward projects which are more
genuinely sustainable and encourage programming to be more long-term,
systemic and sustainable. If this is not possible, clear messages and measurement
tools should be put in place to ensure that changes are not superficial and overly shortterm but rather include changes within the system that can last over time.
9

1. Introduction and PbR on the GEC
The Girls’ Education Challenge (GEC) programme has provided an opportunity for the
Department for International Development (DFID) to test Payment by Results (PbR) in the
education sector, particularly in its funding of non-governmental organisations (NGOs). This
study aims to review the achievements of the model against original intentions, and to learn
lessons for whether the model should be adapted for the next phase of GEC funding. It also
provides an opportunity to learn more broadly whether the presence of the PbR incentive
motivated NGOs to be more engaged, focused and innovative in achieving outcomes, i.e.
whether ‘skin in the game’ improves the ‘level of play’.

1.1

Introduction to the Girls’ Education Challenge (GEC) programme

The GEC is a £355 million DFID programme supporting the education of marginalised girls
across 18 countries. The first phase of the programme has involved 37 projects implementing
in the 2013 to 2017 period, with projects principally run by NGOs and also some private sector
providers. The programme has operated through three funding windows:






The Step Change Window (SCW) was set up to fund larger, established
interventions in girls’ education, which could be taken to greater scale or extended
in some way; these projects range from around £5 million to £35 million.
The Innovation Window (IW) was set up to fund smaller projects aiming to innovate
and test new approaches, or existing approaches in new contexts; projects range
from £1 million to £4 million in scale.
The Strategic Partnerships Window (SPW) was set up to seek private sector
engagement with a view to establishing more sustainable commercial models in
delivering quality education to marginalised girls. The window required equal match
funding from private sector partners. Projects range from £4 million to £14 million.

Figure 2: Countries in which the GEC is working

The GEC is therefore a global programme, and was set up as a non-governmental funding
channel, to complement DFID’s country level bilateral programmes. The 37 projects have
been managed and delivered by well-established international NGOs as well as a number of
10

smaller national NGOs, private foundations and social enterprises. Most projects include a
range of international and smaller national delivery partners. Across the GEC, there are
organisations which have worked with DFID over a number of years, and others for which the
GEC represents a new partnership with DFID. For the most part, the GEC represents the first
time many of these organisations have undertaken a PbR approach with DFID.
Each project was designed based on an understanding of the specific contexts in which
marginalised girls face a variety of barriers to education. These include challenges at home
and in the community, at school and in the classroom. Some barriers are broadly driven by
poverty (e.g. the cost of going to school, the demands placed on girls to contribute at home),
social attitudes and expectations of girls (e.g. low priority to girls’ schooling or expectations to
marry), and low capacity of education systems (e.g. quality of teaching, inclusion of girls in
teaching / learning, etc). Projects usually focus on addressing a number of these barriers,
building on assumptions about what may work in a given context and the systemic risks and
constraints that need to be mitigated. In many cases, therefore, these are complex and holistic
projects, focusing on a mixture of demand and supply-side approaches.

1.2

Introduction to the GEC’s PbR mechanism

The GEC programme has involved a PbR mechanism for a sub-set of the projects it funds. Of
the 37 projects across 18 countries, 23 originally had PbR linked to the achievement of predefined outcome targets, principally measures of literacy and numeracy achievement for the
target group of marginalised girls.6 During the course of the programme, projects from fragile
and conflict affected states (FCAS) were
removed from PbR - it is no longer applied in Figure 3: The PbR model on the GEC
Afghanistan, Somalia, Sierra Leone, or in the
refugee camps of northern Kenya. As a result,
by the GEC midline (late-2015 to early-2016),
of the GEC’s 37 projects, 15 have PbR
payments linked to outcomes. 7
The GEC’s approach to PbR
In the process managed by the GEC’s Fund
Manager, all GEC projects are paid on a
quarterly basis on their expenditure and
achievement of output milestones. The GEC
refers separately to projects ‘on PbR’ as those
that also have some of their expenditure
(between 10% and 20% ‘at-risk’) linked to the
achievement of outcomes at the programme’s
two post-baseline evaluation points – midline
and endline.

The PbR mechanism was applied differently across the GEC’s three windows. All 15 Step Change Window (SCW) projects
were put on PbR, with 10% of expenditure ‘at-risk’; 9 Innovation Window (IW) projects were on PbR, with between 10% and
20% of project expenditure at-risk; while the 4 Strategic Partnerships Window (SPW) projects had match funding, with PbR not
applied. SCW projects were required to use PbR, while IW projects were only encouraged to adopt PbR. In the guidance for IW
concept notes prior to them applying for the GEC, PbR was listed as one of the five criteria for innovation (Coffey, 2016).
7
PbR was originally linked to both learning and attendance, with half of the ‘at-risk’ amount linked to each. However, due to
measurement issues, projects were given the option of removing attendance from PbR in July 2014. Only two projects retained
it as a PbR outcome. For most projects PbR is therefore linked to learning achievements on literacy and numeracy. PbR targets
are based on standard deviation (SD) improvements, with targets generally at 0.2 or 0.3 SDs above a comparison group.
6
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The at-risk amount is ‘retained’ by the GEC Fund Manager (FM), so a project with 10% at-risk
would be paid 90% of what it had spent in a given quarter. The accumulated retentions are
then paid back following the midline or endline evaluation depending on outcome
performance.
Outcome performance is measured via evaluations undertaken by external evaluators,
contracted by projects. If projects meet their targets on learning outcomes measured by
literacy and numeracy testing then they receive the ‘at-risk’ portion of their budget back. They
get a bonus if they over-achieve targets up to a capped amount – which is referred to as the
PbR upside (the green area in Figure 3). If projects fail to meet their targets they lose money
up to the full amount of expenditure at-risk – this is referred to as the PbR downside (the red
area in Figure 3).
PbR summary at midline
The GEC midline provided the first point at which PbR payments have been made – based on
changes made between baseline (2013/14) and midline (2015/16) 8 . There were 15 PbR
projects representing £83 million of expenditure between baseline and midline with most
having approximately 10% of their expenditure at-risk. Across these projects, a total of £8.33
million was ‘at-risk’ at midline, of this £8.27 million was paid back. Overall, PbR was therefore
almost cost neutral at midline – with projects on average achieving their targets of between
0.2 and 0.3 standard deviation improvements in literacy and numeracy outcomes above a
comparison group.
However, of the 15 projects on PbR, only four received a bonus, one project was neutral
(neither gaining nor losing financially), and ten projects lost money from PbR. The majority of
PbR projects therefore lost out from PbR at midline, and the overall neutrality of the financial
position of PbR was due to some projects’ bonuses off-setting other projects’ losses.
Figure 4: GEC PbR and non-PbR projects numeracy and literacy impact at midline*

Figure 4 summarises the project results for literacy and numeracy at midline with the size of
the bubbles representing the size of the projects in terms of the numbers of beneficiaries. Of
8

The second payment point is after the project’s endline (2016/17).
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the 37 GEC projects, 32 had a midline9, 15 of these linked to PbR and 17 projects with a
midline not linked to PbR. The evaluation approach for these 17 projects was the same as for
the PbR projects. This means they had evaluations undertaken by external evaluators
measuring changes in literacy and numeracy outcomes. The only major difference in approach
was for 7 FCAS projects that did not have a comparison group, and instead used a pre-post
methodology to estimate outcome changes; these projects were not on PbR. Figure 4 shows
that the results for PbR and non-PbR projects were not systematically different.
A qualitative focus for this research
The focus of this research is not a comparison of PbR projects’ and non-PbR projects’
quantitative learning outcome results. This would be a naïve basis on which to judge the
effectiveness of PbR10, because projects were not randomly assigned to PbR – larger projects
on the SCW for example were more likely to be on PbR than IW projects, while SPW projects
were excluded from PbR at the start of the GEC as they provided larger amounts of match
funding. Furthermore, while the evaluation approach for PbR and non-PbR projects was the
same, some of the non-PbR projects had less rigorous evaluations by virtue of operating in
FCAS contexts. Projects operating in FCAS contexts did not face the requirement to have
comparison groups, reducing the rigour of their quantitative evaluations.
As the next chapter will set out, this research has therefore attempted to take a deeper, more
qualitative focus on the theory of PbR and whether the GEC’s PbR mechanism had effects on
the behaviour of organisations and their staff over the course of the programme to date.

9

The four SPW projects had no midline, while one other project finished early and therefore went straight to endline.
Further, as Clist and Verschoor (2014) state, “if the only indicator of effect is the measure itself, important effects may be
missed and success may be illusory.”
10
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2. The theory of PbR and the research methodology
PbR is one means of contracting with service providers, whereby part or all of a contract's
value is linked to the achievement of pre-defined targets for results. It has become an
increasingly fashionable approach to contracting across UK Government. A report by the
National Audit Office (NAO) in June 2015 estimated that since 2009, across UK Government,
£15 billion of PbR schemes have come into operation, £2.2 billion of which through DFID.
However as set out in DFID’s (2015) Evaluation Framework for PbR “many Payment by
Results evaluations had not identified the additional benefits of the PBR mechanisms”. The
theory and evidence for PbR have evolved since the start of the GEC, and are still evolving.
This chapter sets out the theory used to structure the research into PbR on the GEC.

2.1

The definition of PbR

DFID (2014) set out three types of PbR: results-based aid (RBA), usually payments to
governments on results delivered; development impact bonds (DIBs), where investors make
up-front investments and are repaid based on results; and results-based financing (RBF),
where service providers are paid based on results delivered. The GEC’s PbR is a form of RBF
as the service providers to which the PbR mechanism applies are NGOs.
DFID’s strategy on PbR (DFID, 2014) then sets out a broad definition of PbR in terms of what
can constitute results:
“we include any programme where payments are made after the achievement of preagreed results, rather than being made up front to fund future activities. This means
sharing more risk for delivering results with those who are implementing development
programmes, for example contractors or partner governments. Within that broad
definition there are many different types of Payment by Results programme.”
DFID’s (2014) strategy is flexible on what ‘results’ are. Results can be defined as outputs or
outcomes. There is sometimes a degree of subjectivity as to the meanings of the two terms,
but generally outputs are the results of activities that are within a project’s control – e.g. training
teachers – and outcomes are those goals that the outputs lead to – e.g., students’ enrolling in
school and learning. The key difference is generally that outcomes should be clear measures
of programme success, whereas outputs are those things that lead to outcomes, and do not
on their own necessarily constitute success if they do not lead to outcomes.
The DFID PbR strategy (DFID, 2014) states: “DFID is focused on increasing the use of the
most promising forms of Payment by Results – where payments are made for outcomes”.
Further the DFID (2015) Evaluation Framework of PbR is also “particularly concerned with
payments made for agreed outcomes, since this is the most innovative form of PbR”. The
theoretical literature on PbR also emphasises the efficiency of payments at outcome-level
rather than for outputs. For Clist and Verschoor (2014), at output-level “there is higher control
for the agent but limited potential for efficiency improvements”, and “if the incentive is closer
to outcomes or impacts, there is greater room for innovation”, though “the risk is also higher”.
Using the broadest definition of PbR, the GEC could be referred to as a 100% PbR programme
as all quarterly payments are based on output milestones. However, this research is focused
on outcome-linked PbR, and all references to PbR in this paper are to the proportion of
PbR linked to outcomes, with between 10% and 20% of expenditure ‘at-risk’ for the 15 GEC
projects referred to as ‘on PbR’. Projects that are not subject to this mechanism on the GEC
are referred to as ‘not on PbR’ or ‘non-PbR’ within this paper.
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2.2

The theoretical benefits and costs of PbR

The theoretical underpinning of PbR links it to the principal-agent problem 11 - where a
decision-making entity (the agent) operates on behalf of another person or entity (the principal),
but may do so on the basis of their own goals and objectives. A PbR mechanism aims to align
the agent’s goals to those of the principal. In the GEC’s case the principal is the donor (DFID),
with the agent being the service provider / NGO delivering the project. PbR works by setting
a financial incentive for the service provider to pursue the goal of the donor as if it were their
own. Clist and Verschoor (2014) develop this model for PbR in some detail, and their work
forms the main basis for the theory underpinning this paper.
Figure 5 shows some of the varied and complex factors that are likely to influence the benefits
and costs of PbR. Here, the direction of the arrows show the general direction in which benefits
are higher or costs are lower12. Some of these relate to the nature of the principal (the donor),
and the agent (the project / recipient)13, including how aligned they are to one another in terms
of goals and objectives. It also includes a number of factors about the design of the mechanism.
This includes the level at which the results are defined, i.e. whether at input or outcome level
or somewhere in between. The measure is also crucial, how easily it can be measured given
the amount of uncertainty in the operating environment, how much it aligns with the underlying
goal, how easy it is to game, and whether the agent has any asymmetric information that put
it at an easier position to contract than the principal. Finally, the level of the tariff, or the amount
of risk transferred, and the verification, in terms of cost and feasibility, are all important.
Figure 5: Factors likely to affect the degree of benefits and costs for a PbR mechanism14

11

See Grittner (2013) and Pearson (2011).
The diagram is by necessity a simplification. It is likely that some of these factors are non-linear, i.e. the optimum level may
not be at the extreme but somewhere in between the two extremes. But the general directions should hold.
13
The paper occasionally uses recipient / project / NGO / ‘organisation delivering the project’ interchangeably.
14
Adapted from diagram in Clist and Verschoor (2014) with a couple of additions.
12
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All of these factors influence the costs and benefits of PbR, and they are explored in some
detail in relation to the GEC in this paper. The bigger picture that these aim to inform is the
core idea of a PbR approach - that the service provider should respond in some way to the
monetary incentive. DFID (2014) sets out a case for PbR based on value for money (VfM),
with the following criteria emphasised:
- Re-balance accountability. In traditional aid, by paying upfront DFID accepts the bulk
of the risk of programme failure. PbR redresses this balance by sharing the risk for
delivery with partners. This sharpens incentives for implementers to perform.
- Increase innovation and flexibility in delivery. By not specifying how results should
be achieved, implementing organisations are free to innovate to improve outcomes.
- Increase transparency and accountability for results. Through being open about
agreed results, everyone is clearer about what is being targeted and whether it actually
gets done, driving up empowerment and accountability for results.
- Create a strong focus on performance in service providers. By being paid on
results, partners are strongly encouraged to examine what is, and isn’t, working, driving
up performance standards, management and measurement.”
Each of these justifications are explored in
this paper. In addition, the research looks
into some of the potential costs of PbR,
including the cost of verification and the
evaluation, potential perverse incentives
created by the mechanism 15 , and the
degree to which the service provider can
handle the degree of risk transferred – on
the GEC referred to particularly as the
‘downside risk’ of PbR.

2.3

“the main purpose of PbR is to enable
autonomy for local implementers, which
is essential to find solutions to complex
problems.”
Barder et al. (2014)

Research methodology

This research into the experience of PbR on the GEC was designed to follow a two-stage
research design with an initial survey followed up by targeted interviews with questions refined.
The idea was both to highlight issues in the survey that could be followed up in more depth in
interviews, as well as to seek to find areas of consensus across respondents.
The survey was sent to all projects operating on the GEC and projects were requested to
share with all staff that might be interested in responding. There were 52 responses. As shown
in Figure 6, there was a range in terms of the roles of respondents, with the majority in either
a senior management or project management role. In addition, the research aimed to target
individuals working for all projects on the GEC including PbR projects and non-PbR projects,
as Figure 7 shows with about half of survey responses from each. All respondents were told
that their views would be kept anonymous and were therefore encouraged to be as open as
possible. No project is therefore named within this report, although Annex 1 gives a list of GEC
projects that took part in either the survey or interviews. In terms of interviewees:
As NKCHS (2008) set out: “RBF can have undesirable effects, including motivating unintended behaviours, resulting in
distortions (ignoring important tasks that are not rewarded with incentives), gaming (improving or cheating on reporting rather
than improving performance), corruption, cherry-picking patients that make it easier to reach targets and earn bonuses and
selecting out more difficult patients, widening the resource gap between rich and poor, dependency on financial incentives,
demoralisation due to feelings of injustice, and bureaucratisation.”
15
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24 interviews were undertaken with 44 individuals from the head offices and project offices
of GEC projects, with a mix of finance, project and programme managers, and M&E
managers. DFID staff were also interviewed.
The projects interviewed represented 21 projects in total. This included 11 PbR projects;
6 projects taken off PbR; 4 projects never on PbR.

Figure 6: Role of survey respondents

Figure 7: Survey respondents working
for a PbR project?

This paper draws from both survey and interview responses. Recognising that a range of
views have been expressed, the paper aims to give a sense of this but aims to draw out where
views are representative of a majority or a significant proportion of respondents, or makes
clear where interesting issues have been raised by individuals which warrant reflection. The
paper does not aim to quantify responses except where this is possible, for instance through
the survey tools used.
The research was conducted focusing on three broad areas, based on the theoretical benefits
and costs of PbR as set out above. Table 1 shows some of the key questions addressed.
Table 1: Summary of key research questions used to structure the research & report
Key area of focus

Summary of key research questions

1. Accountability for
programme
outcomes

Has the evaluation of projects increased accountability? How has this linked to PbR?

(Chapter 3)

Have different levels of the organisation understood the PbR metrics?

2. Flexibility and
innovation to
achieve outcomes

Do projects feel that change potential is within their control or mitigated by external
factors? What have been the barriers to flexibility and innovation?

(Chapter 4)

Have learning outcomes defined via literacy and numeracy aligned to the objectives
of the project’s organisation? Have the metrics used been aligned to their goals?

Is there evidence that changes have been made due to PbR? Are changes therefore
linked to improving performance on literacy / numeracy / attendance?
Have any perverse incentives been created, and have projects responded to them?

3. Transferring risk
to service providers
(Chapter 5)

How have projects made up on cash-flow shortfalls? Have they dealt with this risk?
Which levels of organisations (head office, local office) have faced PbR risks, and
have these been shared?
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3. Findings: Accountability for programme outcomes
The results on which payments are made are central to the effectivess of a PbR approach.
The theory suggests they should be as close as possible to the goals or objectives that the
donor aims to achieve (Clist and Verschoor, 2014). In reality donors simultaneously hold a
number of goals and objectives for a given programme so priorities have to be set. On the
GEC, the programme and individual projects had three outcomes – learning of marginalised
girls, attendance of marginalised girls at school, and sustainability of the changes made.
For the PbR mechanism on the GEC, payments are linked to learning outcomes, with two
projects paid on both learning and attendance outcomes.
This chapter explores whether and how PbR under the GEC strengthened the focus on
outcomes, whether this has driven accountability through greater rigour in the evaluation of
outcomes; whether it has led to greater alignment of projects with DFID’s priorities; whether
the measurement of results has been viewed as clear and fair; and how well projects have
understood the PbR mechanism.

3.1

Evaluating project outcomes
•

Key finding: The rigorous approach to evaluation on the GEC was driven in large
part by PbR, and a significant investment in evaluation was made as a result. The
evaluation was viewed as very valuable by project staff, particularly as an opportunity
to demonstrate project impact. This was true for PbR and non-PbR projects.

The transparency and accountability of results is central to the DFID (2014) rationale for PbR
– “Through being open about agreed results, everyone is clearer about what is being targeted
and whether it actually gets done, driving up empowerment and accountability for results.”
This is not just in terms of being clear on what the outcomes of the programme are, but the
level of rigour of their measurement. As Barder et al. (2014) have set out, it is possible that
the contractual mechanism of PbR drives greater robustness of results due to more rigorous
measurement that is required.
DFID’s views on the evaluation and
focus on outcomes
Interviews with the original DFID GEC
team confirmed that the use of PbR on
the GEC was driven by a desire to
improve the level of accountability of
NGOs in the delivery of outcomes. For
DFID, given the high stakes of PbR, the
results measured in PbR contracts
would need to be hard to dispute, be
defensible, and to pass significant
scrutiny and audit. It was recognised
that this would require a rigorous
approach to evaluation.

“It is an advantage of PbR that the
existence of an explicit contract forces all
stakeholders to agree and implement a
robust, independent mechanism to
measure results - which aid projects
typically fail to do and, as a result, miss
opportunities for learning and
improvement. By contrast, detailed
tracking of inputs is very costly and often
ends up with little or no evidence of the
results that programmes have achieved.”
Barder et al. (2014)

The GEC’s approach to results measurement involves independent, external evaluators
undertaking baseline, midline and endline evaluations with a strong focus on rigorous
measurement of outcomes. The development of the details of this approach (see Box 1) was
very much driven by PbR – particularly the use of independent, external evaluators for each
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project, and the drive for statistical significance and robust measures of literacy and numeracy.
A decision was made at an early stage by DFID to not differentiate the evaluation approach
for PbR and non-PbR projects. This was important and while likely to have cost more, may
have had a lot of positive effects, applying a ‘level playing field’ across the programme while
focusing all projects on the agreed outcomes, and driving the generation of rigorous evidence.
DFID recognised that this evidence on ‘what works’ in girls’ education programming would be
useful beyond the programme itself, given that the existing evidence base was seen to be
somewhat limited in many areas. The investment in evaluation would be a valuable
contribution to sector knowledge, but more immediately it would give more conclusive
evidence on whether projects had achieved on the goals of the programme.
Box 1: The GEC’s approach to evaluation
The GEC has involved a rigorous approach to the evaluation of the projects receiving funding.
This has included guidance and requirements focused on ensuring ‘internally valid’
evaluations, i.e. that can robustly say whether the intervention worked or not. This has been
driven in part by the use of PbR on the GEC, where as far as possible, payments should be
made on statistically significant results. The approach has been applied to all projects
including those that are not on PbR, with the exception of projects in high risk and fragile
contexts in Afghanistan, Somalia and the refugee camps of eastern and northern Kenya,
where comparison groups are not required.
The GEC approach to evaluation has brought together a number of elements:
- Independent, external evaluators16 as the means to measure and verify outcomes.
- A longitudinal cohort approach (following the same girls over time).
- Conducting household surveys (HHS) for this cohort.
- Assessments of literacy and numeracy and a clear model for setting targets.
- Use of experimental methodologies involving comparison groups17.
Views on the evaluation and focus on outcomes
Interviews indicated that the rigorous approach to evaluation has been appreciated by most
organisations on the GEC, whether on PbR or not on PbR. There was also a broad recognition
of the need for accountability in delivering results, though this review has highlighted a number
of ways in which some of those interviewed felt they did not have sufficient control over the
outcomes (see Section 4.1 on control).
There were some criticisms of the evaluation approach, in particular around the burden that it
placed on project staff. For one survey respondent from the M&E team of an IW project on
PbR, it “created significant, additional workload for our M&E team to have to spend a huge
amount of time observing and verifying external evaluators' work given the results are
connected to financial payments which could (and have) put our organisation at significant
risk.” A project manager of a PbR project also highlighted the issue of external evaluator

16

External evaluators include a mixture of academic institutions and evaluation companies hired by projects. The GEC also has
a programme level Evaluation Manager (EM) to evaluate the full programme. The external evaluators and the EM role are
different and should not be confused.
17
The focus on a comparison group approach for PbR influenced the decision to remove projects operating in fragile and
conflict-affected states (FCAS) from PbR during 2014. This resulted from the difficulty of undertaking comparison groups safely.
Once it was clear that comparison groups were not possible for these projects (in Afghanistan, Somalia and the refugee camps
in Kenya, later on in Sierra Leone due to ebola), these project evaluations moved to a pre-post-evaluation methodology, which
was not felt to be rigorous enough for the application of PbR, but did nonetheless maintain a focus on outcomes.
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capacity not being sufficient to cope with the technical demands of the evaluation, project staff
time was taken up in managing this. Other interviewees also mentioned issues with the
capacity of external evaluators, and while this was not a specific question in the surveys, the
experience of the FM has been that evaluator capacity has been an issue for some projects.
There were other criticisms of the evaluation approach more of a technical nature. One
member of a project M&E team noted that the particular approach used to select comparison
groups, the use of ‘internal comparison groups’ (where a project was only receiving part of its
funding from the GEC), was problematic18. Another M&E team member for a project in an
FCAS context saw the evaluation as valuable in terms of the amount of data collection
possible, but highlighted the need for more nuanced tracking of context including in terms of
climate change, migration, economic patterns, religious dynamics and political patterns.
The survey asked respondents whether they felt PbR strengthened internal monitoring
systems, and whether it had strengthened the evaluation approach19. As shown in Figure 8,
the data suggest that views on this are mixed, with some respondents feeling a strengthening
effect and others disagreeing with this. This likely represents the mix of organisations funded
by the GEC, some of which feel they already have some capacity in this area. It is clear that
respondents generally felt the same about both areas, either that PbR had strengthened both
monitoring systems and the organisation’s evaluation approach, or had strengthened neither.
Figure 8: Survey responses on whether PbR has strengthened organisations’ internal
monitoring systems and evaluation approach (25 respondents for each question)
Strongly
agree

“PbR has
led us to
strengthen
our internal
monitoring
systems”

Key
1 response
2 responses
3 responses

Strongly
disagree
Strongly disagree

Strongly agree

“PbR has led the organisation to strengthen our evaluation approach”

Overall, the survey and interviews showed that the evaluation in itself has been seen as one
of the most positive and distinctive contributions of the GEC. A project manager of one of the
smaller organisations on PbR in the IW for instance highlighted how this had pushed them to
look beyond delivering activities to the “so what?” questions, and has promoted learning
among project staff and the organisation, including on its work for other non-GEC projects. A
18

The project only received a part of its funding from the GEC, for a specific set of activities. The evaluation attempted to
measure the impact of GEC funding, meaning the project’s non-GEC activities were used as an ‘internal comparison group’.
19
While the questions do not explicitly mention the capacity they may be indicative of capacity improvements over the course of
the programme.
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project manager from an IW project not on PbR highlighted “we thought we were doing good
M&E before GEC” but the GEC approach was a significant shift and helped them to upgrade
their M&E as an organisation. Reflections of this kind were common in the survey responses
and during interviews; several highlighted that they would be keen to repeat this kind of
evaluation, which is not commonly funded by donors.
A related positive finding from responses was around the focus of the evaluation on outcomes
and the opportunity this has provided to share robust evidence. A project manager operating
in an FCAS context highlighted how this shift from an output-focus to an outcomes-focus has
been a ‘major contribution’ of the GEC, particularly important in terms of moving on from an
emergency, short-term focus typical in an FCAS context. A senior individual from the
headquarters of one organisation noted they had felt significant pressure from the risk of failure
under PbR. But they highlighted how the focus on learning and attendance outcomes has
been extremely valuable in pushing forward the agenda on girls’ education globally beyond
issues of access to focus more on quality. Indeed, some organisations had little previous
experience in measuring learning outcomes and this has been another area of positive change.
As shown in Figure 9, survey respondents were generally in agreement or strong agreement
that the focus on learning and attendance outcomes had led them to think carefully about
project activities and changes to these activities where needed.
Figure 9: Thinking about your project’s decision(s) to make changes or to not make
changes either to outputs or activities, how much would you agree with the following
statements?
“The GEC focus on attendance outcomes
“The GEC focus on learning outcomes has
has led the project to think carefully about
led the project to think carefully about its
its activities and changes needed” (38
activities and changes needed” (38
respondents)
respondents)

Strongly
disagree

Strongly
agree

Strongly
disagree

Strongly
agree

Accountability and the relative focus between outcomes and outputs
While the evaluation has given a strong focus on outcomes, the hybrid nature of the payment
mechanism on the GEC (see Section 1.2 above) was felt to have generated mixed messages.
Projects’ requests for funds on a quarterly basis are based on their delivery of activity and
output milestones, and monitoring visits have been focused on verifying these submissions.
Some interviewees commented that this approach by the Fund Manager and much of the
related interaction was strongly focused on activities and outputs. A senior manager of one of
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the projects on PbR stated they had felt that the quarterly monitoring approach was heavily
focused on outputs, but that there was then a ‘radical shift’ to outcomes following the project
midline. They felt there could have been more of an outcome-focused approach to monitoring
from the beginning of the GEC.
Costs of the evaluation
It is important to consider the costs of the evaluation of GEC projects alongside the benefits
cited above. Fund Manager data shows that the average allocation to M&E expenditure as a
proportion of total expenditure has been 14% across projects. This was higher for IW projects
(19%), and SPW projects (15%) than for SCW projects (11%). These proportions may be
higher than the amount NGOs would normally spend on a typical project. For example, BOND
(2014) reports survey data that an average of around 10% of NGO project costs are formally
allocated to monitoring, evaluation and learning (MEL).
Figure 10: GEC projects monitoring and evaluation (M&E) expenditure as proportion of
total (size of bubble shows amount of M&E expenditure)

Figure 10 shows the costs allocated to M&E budget lines for GEC projects. The higher
proportion of expenditure allocated to M&E for smaller projects reflects the fact that the
requirements were the same for all projects, and many factors in the size of an evaluation
(sample size calculations etc.) do not vary much for bigger or smaller projects. Note that M&E
costs here include the cost of the external evaluation together with internal costs of managing
the evaluation and other monitoring costs. The Fund Manager estimates that on average over
two-thirds of project M&E expenditure was for the procurement of the external evaluation.
The evaluation expenditure here clearly represents a significant investment, and is arguably
the largest cost of implementing the GEC’s PbR approach – even though it applies to PbR
and non-PbR projects. The investment in a rigorous evaluation approach could in theory have
been undertaken even if PbR had never been used, but the fact that M&E costs went up over
the first year of the GEC reflected DFID’s priority to ensure that evidence was robust. As a
global, centrally managed programme, there were also costs involved in managing the
evaluation process under the respective roles of the Fund Manager and Evaluation Manager.
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3.2

Alignment


Key finding: Project staff were very clear on the GEC outcome focus, and broadly
agreed with the specific focus on learning. This was true of both PbR and non-PbR
projects. Most also had a strong focus on non-PbR outcomes.

A central part of the rationale for PbR is to improve the alignment between the donor and the
recipient in terms of the goals they prioritise. Clist and Verschoor (2014) set out that the benefit
of PbR is only likely to be reached if there is relatively weak alignment between the donor and
recipient – i.e. where they have different goals, objectives or priorities. In such cases the PbR
payment incentivises a project / recipient to focus on the outcomes of interest to the donor. In
the case of the GEC the PbR mechanism aims to incentivise greater alignment with the goal
of achieving learning outcomes as measured by the literacy and numeracy achievement of
girls worked with. As such, the more literacy and numeracy are already the goals of the
organisation, the “less likely it is that PbR will make a material difference to project success”,
and vice versa (Clist and Verschoor, 2014).
The research therefore looked at
whether organisations were highly or
partially in alignment with GEC goals
“Economic theory states that in the
and objectives. These goals are set at
case of full alignment of objectives (the
the programme’s outcome-level in
donor and recipient want the same
terms of learning, attendance and
thing) the promised benefit of PbR is
foregone as there is no additional effort
sustainability. At the outset of the GEC
towards the donor’s priorities: if we truly
the PbR mechanism was set up with an
want the same thing, performance
equal focus on the learning and
incentives are irrelevant.”
attendance outcomes. Although for
most projects payments were de-linked
Clist and Dercon (2014)
from the attendance outcome, at the
beginning when project theories of change were designed, the two were set to have an equal
focus for the purposes of PbR. As Box 2 shows this means that GEC projects were designed
with a mix of demand and supply-side interventions, often with an equal focus on improving
the attendance and enrolment of girls, and their learning.
Box 2: The range of GEC project theories of change
GEC projects were designed to focus on a mix of demand and supply-side approaches.
Projects generally therefore include a mix of:
- Interventions to address challenges at home and in the community. This includes a
range of demand-side approaches focussing on barriers to education broadly driven by
poverty (e.g. the cost of going to school, the demands placed on girls to contribute at home)
including stipends and scholarships, as well as social attitudes and expectations of girls’
education (e.g. low priority to girls’ schooling or expectations to marry).
- Interventions to address challenges at the school and in the classroom. This includes
supply-side interventions broadly focussing on the low capacity of education systems (e.g.
quality of teaching, inclusion of girls in the classroom etc.), although this has also included
interventions building classrooms, providing textbooks and other school materials, in addition
interventions focus on school governance and the education policies of governments.
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Alignment with learning and attendance outcomes
The research sought to test whether the GEC outcomes and the PbR outcome of learning in
particular were aligned to the primary objectives of GEC projects. Respondents, both from
projects on PbR and not on PbR, highlighted the breadth of outcomes and outputs on which
they were focused, and the importance of this when addressing the complex mix of barriers
that marginalised girls face in accessing a good quality education. This is illustrated in Figure
11 showing survey responses on project priorities, and was confirmed through interviews.
Survey respondents expressed a similar focus on numeracy, literacy and attendance as
priorities, and almost as strong a focus on improvements in the quality of teaching, community
attitudes and improvements in girls’ confidence – which for many are the causal mechanisms
through which they seek to achieving learning and attendance gains. The findings were very
similar for PbR and non-PbR projects.
Figure 11: When thinking about your project, how important are the following
priorities in the design of your activities and outputs? (PbR: 26 responses, non-PbR: 24
responses)

The survey and interviews confirmed that both learning and attendance outcomes were seen
as important and had driven the development of theories of change. During interviews, most
recognised and welcomed the focus on learning and for the most part recognised the need to
focus on foundational literacy and numeracy skills as the basis for learning. However, a
common issue was that respondents felt they were doing much more than just improving
learning, and wanted more recognition of this. For example, at interview, a senior individual
from the headquarters of a project organisation felt that PbR had a “distorting effect” due to its
‘narrow academic approach’. In the survey, another respondent from an organisation’s
headquarters wrote: “one of the areas that it is difficult to understand is that a Girls’ Education
Challenge is not only about literacy and numeracy, it is also about soft skills, such as
confidence, leadership, economic impact to families, attendance, etc. PbR does not capture
any of these achievements, which is contradictory to the GEC theory of change.”
A number of individuals highlighted that at the start of the GEC, learning and attendance had
equal weighting and in some cases projects had focused more on attendance and enrolment
in their design. These projects felt hard done by with the (optional though often necessary)
removal of attendance as a PbR outcome. One project had started with a significantly stronger
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focus on demand side interventions aimed at attendance and enrolment outcomes, but as the
context meant it was not possible to collect rigorous data, the focus become fully on learning.
This was a particular challenge given they operated in a context in which government limited
the extent to which NGOs could directly intervene in the classroom. As they were still on PbR
for learning outcomes they felt they were unfairly penalised as a result.
Other outcomes of focus for projects
In the contexts in which GEC operates, respondents felt that other outcomes should be taken
in to account when measuring and judging performance. Some see non-cognitive learning
outcomes such as measures of girls’ self-esteem and confidence, or achievements in
improving child protection and ensuring a safe learning environment, as outcomes in their own
right, rather than as outputs leading to the ‘official’ progamme outcome indicators of literacy,
numeracy and attendance. A senior manager on a PbR project in the SCW wrote: “PbR are
only measured by literacy and numeracy - leaving outside substantial projects achievements
- i.e. improved economic situation at household level, empowerment and self-esteem,
improved capacity of stakeholders and partners. A project can overachieve on vital for
sustainability indicators but fail on PbR.”
For other individuals interviewed this was also expressed as a source of frustration, in that
significant effort may have been put into making progress in these areas, but this was not
recognised by the PbR mechanisms. One said, “just because it’s not measured, doesn’t mean
it’s not important”. These broad findings are as relevant for non-PbR projects, which had the
same range of priorities and objectives for their work.

3.3

Quality of the performance measure
•

Key finding: Some respondents felt that GEC outcomes were reductionist, both in
terms of missing out other dimensions of education, but also measuring literacy in a
narrow way. The overall focus on learning outcomes and their rigorous measurement
was broadly seen as very positive, a ‘step change’ for some organisations.

Once a PbR outcome has been defined, it is vital that it can be accurately measured. PbR in
the international development education sector has often been linked to measures of
enrolment or completion20. For the GEC, the key performance measures were literacy and
numeracy improvements, measured through an agreed and recognised assessment
instrument relevant to each context, and improved attendance using a mix of available schoollevel registers and independent spot checks21.
For the learning outcome, projects had to measure both literacy and numeracy for a
longitudinal cohort of girls in a treatment and comparison group through a baseline, midline
and endline evaluation. Projects were given a significant degree of choice over the specific
tests used for measuring literacy and numeracy, although ideally they would be internationally
recognised measures that could be calibrated over time and therefore the choice of test
required approval by the Fund Manager 22 . PbR performance for learning was split 50/50
between literacy and numeracy, with targets for both based on standard deviation
20

See Results for Development Institute (R4D) (2016) for a summary of approaches in the education sector.
This section does not go into detail on the measurement issues with attendance and enrolment. As has been already
highlighted, it became clear that in most cases the attendance measures were not reliable, subject to too many inconsistencies
and incentives for misreporting at school level.
22
‘Calibration’ on the GEC has been used to express that different versions of the same test should be used at different
evaluation points. Most projects followed this approach with different versions used at baseline and midline. Although some
projects with the most bespoke / adapted tests used the same exact test at baseline and midline.
21
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improvements of their treatment group cohort over-and-above their comparison group cohort.
There was some evolution of the calculation and level of targets over time as shown in Box 3.
Box 3: The development of PbR targets for literacy and numeracy on the GEC
The exact targets to be used for the learning outcome evolved over the early period of detailed
design of the GEC in 2012/2013, and when the programme was extended in 2014. The same
approach is used for PbR and non-PbR projects. The broad evolution was as follows:
- In the DFID (2012) Business Case for the GEC, targets were expressed as follows “Provide at least a 25% increase in the numbers of girls achieving at least the pass/standard
at the level required in all programmes supported through the GEC.”
- The first learning outcome guidance was issued by the Fund Manager in June 2013. This
set targets as an improvement above a comparison group equivalent to a 25 percentile
improvement in terms of the distribution of learning scores. The guidance recognised that
performance could only be demonstrated as an average improvement for a treatment group
over a comparison group, rather than as a specified number of girls meeting a benchmark.
- Guidance was updated in July 2013 to express targets as standard deviations of learning
improvements over and above a comparison group. The detailed methodology includes
targets for each individual grade with which a project works with a separate target for out-ofschool girls based on using Grade 1 as a benchmark grade. Targets were set at 0.2 standard
deviations for the baseline to midline period, and a further 0.2 standard deviations for the
midline to endline period. This had to be over-and-above any comparison group change.
- The Fund Manager developed an ‘Outcomes Spreadsheet’ for projects to use to input their
baseline data and to automatically calculate and aggregate targets in November 2013.
- Projects operating in FCAS environments were removed from the requirement to have
comparison groups in 2014. The targets for these seven projects were then based on
benchmarks instead, where for example girls at Grade 2 at midline had to surpass learning
levels of girls that had been in Grade 2 at baseline, by an amount equivalent to the standard
deviation-based target.
- Following the extension to the programme that was agreed in 2014 (extending it to finish
in April 2017 rather than the initially planned April 2016), the period from baseline to midline
was generally extended by a year (to two years), with the midline to endline period staying the
same (a one-year period). As a result projects generally moved to a 0.3 standard deviation
target for the baseline to midline period, and a 0.2 standard deviation target for the midline to
endline period.23
The learning tests used by GEC projects
All projects within the SCW were given the opportunity to use versions of the early grade
reading assessment (EGRA) and early grade mathematics assessment (EGMA) tests
developed by RTI International as part of the Evaluation Manager, Coffey International
Development’s service provision. Projects from the IW, and the SPW often operated in the
same countries or with the same languages, and were also given the opportunity to use EGRA
and EGMA. However, projects chose to use a number of other tests; as shown in Table 2 this
included ASER and Uwezo tests, national assessments, as well as unique tests created for
the projects in some cases. Further, because projects often operated in upper primary or
23

There were some exceptions to this based on the timing of project evaluations.
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secondary schools, the basic skills tests of literacy and numeracy often required adapting for
higher levels. Around half of projects made some type of bespoke adaptation to the tests used,
with some doing so after their original baselines revealed ‘ceiling’ effects - meaning the tests
were too easy and needed adapting to be able to show progress over time.
Table 2: Types of tests used by project evaluations on the GEC
Type of test

EGRA / EGMA

ASER / Uwezo

National Assessment

Unique

Total

Adapted

6

9

0

2

17

Off-the shelf

16

2

2

0

20

Total

22

11

2

2
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Project views of literacy and numeracy measurement on the GEC
Individuals in interviews highlighted the lack of subject-based testing and higher-order reading
skills which would have been particularly relevant at secondary level. Indeed, finding an
appropriate measure for learning in secondary was a challenge for many. One project
manager interviewed felt that there was a perceived lack of interest in broader learning; the
project focused on teaching to the national curriculum, but saw a clear incentive to simply
teach to the EGRA test. Others saw the EGRA and EGMA tests as crude measures, linked to
specific ways of learning, and some questioned the focus of EGRA on reading speed / fluency
as a simplification giving insufficient attention to comprehension, or the local context of
becoming literate (e.g. issues of language orthography24, learning styles). Another highlighted
that while reading fluency is a good predictor of comprehension in the mother tongue, this
does not hold if in a second language. One project manager perceived a problem with the
EGRA methodology where each child is individually tested, as in the local culture a child will
not normally speak to an adult they do not know.
Some feedback in the survey indicated concerns around the complexity of undertaking this
kind of rigorous assessment of learning, and to some extent the capacity of evaluators to
enumerate assessments properly, and conduct data analysis; “as a result we have little
confidence in the EGRA and EGMA results obtained, and do not feel they are a fair basis to
use as the only source for judging whether a project should be paid or not”.
Projects’ views of the targets for literacy and numeracy
Another challenge raised by some respondents in the research is the setting and achieving of
targets for learning outcomes within the GEC timeframes. For example, where “teachers take
longer to acquire new teaching skills in math, and the government support on math teaching
may not be adequate either”, one respondent goes on to conclude “this could hinder progress
in terms of children’s learning outcomes in a short period of time (even 1 – 2 years), and it
could affect PbR achievements even when all the milestone targets have been met”. Another
respondent questioned setting targets against learning outcomes more generally: “the
challenges of setting targets linked to PbR are exacerbated by the fact that there are relatively
few education interventions that have been evaluated at scale with respect to learning
outcomes in developing country contexts, particularly at secondary level. For PbR to be
effective as a mechanism, it needs to be linked to deliverables that are known to be achievable
within a particular context.” These issues are explored further in Section 4.1 on control.

24

The conventional spelling systems of different languages may affect learning trajectories for literacy.

27

3.4

Understanding of the PbR metrics
•

Key finding: PbR was generally well-understood by project staff, but respondents
working at headquarters understood PbR much better than those in country offices.

One of the preconditions for PbR to function effectively is that organisations’ staff understand
how the mechanism works. The study looked at how project staff understood various aspects
of the mechanism, including how targets are calculated and the basis on which payments
would be made. The survey gave respondents an opportunity to self-rate their understanding
of key aspects of PbR. As Figure 12 shows, the survey data suggests that understanding was
much better for head office than for country office respondents.
Figure 12: How well do you understand the following aspects of PbR? (25 respondents
from PbR projects - 13 working at head office / headquarters, 12 in the country office)

Figure 12 suggests a fairly stark divide between the staff at organisations’ headquarters
usually in senior roles, and those working from the country office, usually project managers or
part of the project management team. This is true of all aspects of PbR including the details
of the mechanism such as the standard deviation basis of targets and the process of data
review undertaken by the Fund Manager before payments are made25. This potentially points
to a disconnect within recipient organisations between those that deal with the Fund Manager
and understand the PbR mechanism, and those operating on the ground who are not aware
of the details of the PbR metrics. However, it is possible that country-office staff still
understand the broad incentive provided by PbR even if they do not understand the details,
and this appeared to be the case in the interviews undertaken.
There was some criticism from respondents that the PbR approach had not been defined and
finalised from the start of the programme (reflecting the timeline in the methodology for targets
25

The Fund Manager undertakes a detailed review of every evaluation submission which includes an analysis of the data and
improvements in literacy and numeracy against targets, as well as any regressions undertaken. The PbR result is only
confirmed once this review is complete.

28

set out in Box 3 above)26. For example, one respondent felt there was “Lack of one formal
guidance document, from the start, on how PbR was to be applied. Learning about how it
works was mainly from email correspondence.” For another “PbR mechanisms changed
during the project implementation. There wasn't clarity at the beginning when the contracts
were signed…. There is no clarity on PbR mechanisms in the AGA.”27
Respondents comments on the complexity of the PbR mechanism
The other key aspect raised in both the survey responses and interviews, was the complexity
of how payments are calculated based on project outcomes. For example, “for a non M&E
specialist, it's not entirely easy to understand how PbR calculations are done in detail.”
Respondents could see the need for robust measurement of project outcomes, but some felt
there was a trade-off with the ability of project staff to understand how calculations are made.
For example, one responded “the calculations used have become over-complicated and these
are difficult for people who are outside of the world of quantitative monitoring and evaluation
to understand. I don't think that this is a strong approach, as it means spending a lot of time
and money applying what is essentially a scientific methodology to a highly complex and
changing context.” Another criticism was on the process of exemptions for PbR28 “there is no
consistency / transparency around PbR exemptions. Seems that each project negotiates
separately and it is not known which projects are exempt, on what grounds.”

26

Also see Coffey (2016).
The AGA refers to the Accountable Grant Agreement, which is the main contract projects sign.
This may be referring to the projects that are not on PbR from the start, or those taken off PbR as a result of operating in
FCAS contexts.
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4. Findings: Flexibility and innovation to achieve outcomes
The incentive effect of PbR would be demonstrated by evidence of organisations innovating
or adapting project design and delivery to achieve their outcomes. In order to do so, the
theoretical literature emphasises that projects must perceive that they have sufficient control
in terms of the link between their activities and the incentivised outcomes. While perception of
control is important, so is the reality. Development projects operate in a complex environment
in which change can be difficult to achieve. It is possible that projects can deliver a set of
activities fully, the quality of those activities may be high, but they may fail to deliver outcomes
because of the systemic context in which they work or their theory of change is not sufficiently
sound to deliver the outcomes.
The issues of control and uncertainty are explored in this chapter. In addition, this chapter
looks at how projects responded to PbR; whether changes were made to the interventions
and the degree to which PbR drove these; and whether there were unforeseen implications of
these incentives, particularly perverse incentives or effects on the motivation of project staff.

4.1

Control and uncertainty
•

Key finding: Some projects felt that external factors meant they had low control over
outcomes - including Government policy, teacher capacity, drought and economic
shocks. There was a degree of fundamental uncertainty around whether theories of
change would work.

The degree to which control and uncertainty affect the benefits and costs of PbR is somewhat
disputed in the literature. As shown in Box 4 there are two important perspectives. On the first
view, risky environments may mean that control is low and thus PbR may be perceived as too
risky for recipients to take on. Projects that are on PbR in such environments may perceive
they do not have control and therefore not make changes to their activities as a result. On the
second view, uncertainty is expressed in terms of lack of knowledge on the links and
relationships between activities, outputs, and outcomes. In environments where this
uncertainty is prevalent, and control is therefore limited, PbR may be important to incentivise
innovation and learning about what the true relationships are, and therefore what works.
Box 4: Two views on control and uncertainty
One view on control is from Clist and Dercon (2014): “PbR is only appropriate where recipients
have a larger degree of control over the outcomes… in highly risky environments (where
implementers have low control), PbR would be very costly as a large prize would be needed
to incentivise effort”.
A contrary view of uncertainty is set out by Barder et al. (2014): “development and service
delivery are usually the outcomes of complex relationships between inputs, outputs, and
outcomes that are not completely known in advance, but discovered through a process of
experimentation, learning, and adaptation… PbR may be most effective, relative to other
instruments, where there is more uncertainty about the relationship between the activities and
the intended outcomes, such as where the intervention is affected by other factors outside the
control of implementers, and in fragile states”
In the survey, respondents were asked if they felt that they had control through questions on
the likelihood that their particular mix of activities would lead to different outcomes. Figure 13
shows that project staff did broadly feel some control in this respect. Respondents appeared
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to feel that outputs and outcomes would be achieved with some likelihood. The degree of
perceived control was similar for improvements in girls’ confidence and attendance as to the
PbR outcomes of improvements in literacy and numeracy29.
Figure 13: When thinking about your project, how likely do you think it is that your
activities will lead to the following? (PbR: 26 responses, non-PbR: 24 responses)

The survey asked about which factors project staff felt were out of their control that could
influence their ability to achieve their outcomes. A wide variety of specific and systemic factors
were reported, reflecting the complex environment in which projects operate:
-

-

The over-crowding of classes;
Difficulties with the language of instruction for both students and teachers;
Teachers that are poorly trained, particularly on numeracy;
Teacher strikes, government teacher transfer and teacher retention and
absenteeism;
Early marriage as sanctioned and guided by cultural and religious norms;
Government positions being highly political - “high turnover making it difficult to
establish commitment and knowledge and skill gained becomes more individual
rather than organisational”;
The effects of drought - “families move with their livestock in search of water so the
children miss school”; and
Suicide bombings, clan violence, and the transience of refugee populations.

A number of these factors were recognised as assumptions within projects’ theories of change,
but had been under-estimated or were harder to mitigate for than expected. Such challenges
relate to low capacity in education systems, and the complex social, political and
environmental context in which projects operate.
Projects’ uncertainty about whether their theory of change would work
In the survey and interviews, project staff reflected on their uncertainty over whether outcome
targets could be achieved. For many, the evaluation rigour on the GEC was new. Some felt
the evidence base for their particular type of intervention - in terms of impact evaluations
29

Note that the survey was undertaken for the majority of projects following their midlines, so their perceived control may have
been linked to what their midline evaluation had found.
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measured by improvements above a comparison group - was therefore missing. For example,
as one project manager for a SCW project put it: “very little is rigorously tested in girls'
education as any extensive literature review will show. Lots has been done but generally due
to lack of research-based work and the multi-faceted nature of programming, most
interventions are difficult to disentangle in terms of attributable change. So, yes we know we
are trying to increase attendance and to increase learning, but it is not always clear how that
can be achieved most efficiently through what combination of interventions.”
The project manager of one PbR project showed how these uncertainties in the efficacy of a
given approach were still present after the midline evaluation - they did not reach their targets
at midline and this “surprised all involved because progress towards outputs was robust. We
cannot fully explain the disconnect between solid outputs and a weakness in one of the
learning outcomes. We think it is a measurement process problem.” While there may have
been measurement issues, this also reflects that sometimes projects do not recognise that a
given set of activities even if well-delivered may not lead to rigorously measured outcome
results.
Some respondents highlighted that they were uncomfortable with PbR because they felt they
had insufficient control. One respondent stated that: “For PbR to be effective as a
mechanism, … it needs to be linked to deliverables that are known to be achievable within a
particular context.” Another survey respondent stated: “Working with PbR is very interesting
as it improves the way of implementing project and leads to better achievements of project
outcomes. However, context may influence the results independently of the project and project
can't control teachers' capacities.”
Interviews highlighted that project teams feel more confident in delivering change in outputs
or even intermediate outcomes (such as changed teaching practice), but given the broader
context are often less confident on these delivering outcome-level changes.
Control and the time taken to achieve change
Some individuals felt that control was limited within the given timeframe. Respondents noted
concern that outcome-level change cannot be measured within GEC timeframes, due to
factors such as government teachers taking time to develop new subject knowledge or
teaching skills. For example, a concern raised by one project manager is around the “Slow
pace of change when working at systemic level (i.e. affecting change in learning through
existing teachers / head teachers / curricula) in largely dysfunctional education system and at
the level of the most marginalised and distant locations, where implementing any kind of
sustainable cascade training process is very challenging.”
At interview, one project manager noted the timing of feedback loops. Quarterly monitoring
can inform projects and the Fund Manager about progress against outputs, but the first point
at which outcome changes were measured was at midline, two years in to the programme.
This left a relatively short time remaining to adjust, especially given many activities had by
then been delivered.

4.2

Motivating changes
•

Key finding: Projects made a number of adaptations over the course of the GEC,
and many of these were focused on achieving outcomes. This was the case for all
projects, although there is some evidence of change motivated by PbR. The process
for making changes on the GEC was felt to be too time-consuming and cumbersome.
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The fundamental test of any behavioural response to PbR is whether projects make changes
during the project period to increase the likelihood of achieving the PbR outcomes. However,
projects make changes for a variety of reasons, which include responding to external
challenges in the operating environment, to price movements and budget constraints, or to be
better able to meet contractual output milestones. The research sought to find out whether
projects had made changes to adapt to evidence about which activities were best able to
deliver outcomes, and whether any of these changes were motivated by PbR.
The changes made by projects
Of the survey respondents, 44 out of 52 said their project had made changes to activities or
outputs during the course of the GEC operational period. Respondents detailed a range of
changes that had been made during the lifetime of the project, including:
-

-

-

-

-

Expanding the reach and number of schools, or in one case reducing the number of
schools worked with.
Focussing on specific supply or demand-side barriers (e.g. girls’ clubs, community
awareness, teacher training, books/readers, mentoring). For example, one respondent
reported they had “new interventions included in response to distance barrier, limited male
engagement, and learning outcome activities. All these required new partners, and reallocation of original budget.” Another project “introduced an intervention to have the
stronger girls helping the weaker ones in languages and maths”.
Focussing on the location of delivery, for instance one project gave more attention to
school-based activities “as home environment was found too distracting for girls” in part
due to the demands on girls’ time to do domestic work.
Increasing the focus on child protection, for example responding to baseline findings that
girls were at risk of violence and abuse at school or on the way to school.
Responding to environmental / social events, for instance in Sierra Leone in response to
the ebola epidemic to change delivery to out-of-school activities while schools were shut
down and greater use radio programming.
Increasing attention on the poverty barriers to education, for instance one project focused
more on “supporting parents to earn a living and support their daughters’ education on top
of direct education support activities”.
Increasing work with district authorities or advocacy with government, aiming to enhance
the sustainability of change.

As is clear from this list, not all changes were directly focused on the achievement of learning
outcomes, but responded to a range of emerging lessons from monitoring and the baseline
and midline evaluations30. Others highlighted that their project did not make major changes to
the design or theory of change but adjusted delivery on the basis of implementation and
lessons learned. To some extent, the interviews confirmed that changes have included to the
emphasis in terms of time and effort allocated to different activities, rather than the addition of
new activities.
Motivation for making changes
All survey respondents were presented with a set of rationale for making changes to their
projects over the course of the GEC. Figure 14 shows how they responded to some factors
30

Where projects introduced new activities this was in some cases facilitated by additional funding provided by DFID via the
Fund Manager, drawn from overall programme underspend. A process of allocating underspend was undertaken in 2015 and
called ‘Maximising Results’ with projects given the opportunity to bid for some additional finance.
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that may have motivated these changes, rating their importance from 1 to 7. The results across
the board show PbR projects appearing to be slightly more responsive to different rationale
for changes than non-PbR projects, including responding to their baseline and midline
research, although the two motivations that ranked highest were responding to Fund Manager
feedback or making milestones more realistic. Interestingly, both PbR and non-PbR projects
seemed more or less equally motivated by improving the chance of achieving learning and
attendance outcomes.
Figure 14: How important were these factors in motivating project changes? (PbR: 22
responses, non-PbR: 22 responses)

In the case of PbR projects, there were some specific mentions of PbR as a rationale for
making changes in the survey (mentioned three times – for example “PbR was a strong
motivator to the changes”). In the interviews, some stated that PbR was motivational but no
specific changes were mentioned. In addition, some respondents from PbR projects noted
that changes had been made to focus on outcomes but that they would have happened with
or without PbR. One project manager stated that they had responded to their baseline findings
by bringing in a new partner organisation to focus on distributing literacy materials in school
and to train teachers to use them – this appeared to be motivated by PbR. Two senior
members of staff from separate PbR projects emphasised that due to the focus on outcomes,
they realised they had too many activities and needed to narrow down. In doing so, they
focused on those best able to achieve learning results. One headquarters senior manager
said that PbR was shaping how they staff projects, with more focus on rigour, and less on
business development.
It is not clear the degree to which all of these changes were motivated by PbR or by the general
outcome-focus of the programme. The extent of PbR as the rationale for change is
complicated by the evidence that non-PbR projects were also very motivated by achieving
outcomes. One project manager from a non-PbR project noted that due to the outcome focus
of the programme, they expanded a set of activities around ‘leagues’ originally based on sports,
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to introduce maths, and spelling competitions etc. They stated that the presence of the
evaluation was important in motivating the changes as they did not achieve learning targets
at their midline. Another project manager from a non-PbR project stated that the learningfocus led them to work more with teachers. The evaluation had showed them that numeracy
levels were low, and they sought to adjust on this basis.
From the interviews it became clear that almost all GEC project staff, whether on PbR projects
or non-PbR projects, were motivated by the focus on outcomes on the GEC, and the
evaluation which would measure those outcomes robustly. There was evidence that the
evaluation itself was motivational - non-PbR project staff stating it was viewed as a significant
opportunity for them. Many of those interviewed highlighted the professional desire of project
managers and field staff to succeed and show that a model could work. It was recognised that
the evaluation could show where models need to be strengthened, in a way that less rigorous
M&E would not. Staff motivation is explored more in Section 4.3 below.
Bureaucracy as a barrier to making changes
Given the hybrid nature of the GEC payment approach 31 (see Section 1.2), there is a
contractual process for making changes which includes agreement with the Fund Manager on
changes to output milestones as well as agreement on the budget revision this might require.
As such, the bureaucratic cost and time involved in making changes on the GEC may have
been a barrier to PbR projects to respond to the payment incentive, or indeed to projects
simply trying to adapt. Figure 15 shows the number of survey respondents agreeing with two
different statements. The first shows a mixed response to whether making changes to outputs
and activities takes too much time. The second shows respondents’ views on whether the
budget revision process makes it too complicated to make changes, and here there is stronger
agreement with over half of respondents agreeing or strongly agreeing.
Figure 15: Thinking about your project’s decision(s) to make changes or to not make
changes either to outputs or activities, how much would you agree with the following
statements?
“The budget revision process on the GEC
“Making changes to outputs and activities
makes it too complicated to make changes”
on GEC through the milestones system
(45 respondents)
takes too much time” (45 respondents)

Strongly
disagree

31

Strongly
agree

Strongly
disagree

Strongly
agree

A hybrid approach in that payments are made on both output milestones, and outcomes.
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Elsewhere in the survey, a number of respondents reported that the processes to make
changes on the GEC were difficult. For one: “experience with the approval process and
timeframes led to a diminishing willingness to adjust.” For another: “The lack of flexibility on
budgeting and cumbersome revision processes, reducing ability to respond flexibly with
activities that could directly improve programme outcomes.” A programme manager for one of
the SCW projects specifically linked this to the PbR mechanism: “Process of making changes
to outputs or activities takes too much time and very resource consuming. Project
management team spend significant amount of time negotiating changes, submitting revisions
and responding to questions / clarifications, thus spending less time on the project
implementation. PbR mechanism is based on flexibility of delivery - which is not the case of
GEC.”32
These views were further elaborated during the interviews, with PbR and non-PbR project
staff expressing some dissatisfaction with the process. A number noted that the budget
revision process was the lengthy part of the process, and that the changes to milestones were
generally agreed fairly easily. Three individuals interviewed mentioned that it could take
between 2 and 6 months to go through the whole budget revision process. Some noted that
at the end of this process it could be too late. One survey respondent put the issue of process
and delays more broadly – “we have found that our project day to day changes very quickly
and fund manager response to things like evaluations, quarterly reports or milestone reviews
came too late, when the conditions or situation had completely changed again or we had
already made changes.”
It is clear that some of the bureaucratic barriers to change may come from project
organisations themselves. One respondent from a non-PbR project noted “there is a
substantial amount of inertia in a project of this size. Even if we know a change will improve
project outcomes, the level of effort and time required to actually implement that change is
substantial.”

4.3

Perverse incentives and the motivation of project staff
•

Key finding: Respondents perceived there were perverse incentives from PbR,
particularly to prioritise the short-term over the long-term. They claimed their projects
did not respond to these incentives, although sometimes felt headquarters pressure to
do so. Project staff are generally very motivated to achieve outcomes, and this is not
linked to the payment incentive for those on PbR projects.

It is in the nature of any development programme that the donor does not have one single
goal, but multiple goals. Some of these may be explicit, such as the outcome and impact
indicators of the programme. But some may be implicit, for example the goal to not do any
harm33. By having a financial incentive linked to one goal through PbR, the other programme
goals could in theory be compromised by not having such an incentive. The effort and attention
to these other goals may be reduced, and in some cases activities aimed at achieving the PbR
goal may actively reduce the likelihood of achieving the other goals – these would be cases
of perverse incentives.

The Evaluation Manager, Coffey’s Process Review of the GEC (Coffey, 2016) similarly found: “the effort of going through a
bureaucratic contract amendment process every time that they made a significant change in project design dis-incentivised
them from redesigning their projects even when they had new information.”
33
For an education programme risks around harm could include child protection risks.
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Short-term measures vs. systemic and sustainable change
The most cited potential perverse incentive on the GEC was a trade-off between short-term
goals and achieving sustainable change. Sustainability is one of the outcomes of the GEC in
terms of project reporting on logframes, but there is no link to PbR. It is also notoriously hard
to define and measure sustainability as it can be interpreted in a number of ways34. The PbR
mechanism pays out on the level of learning improvements between baseline and midline,
and then midline and endline, roughly covering the periods 2014 to 2016, and 2016 to 2017
respectively. But the mechanism makes no provision for payments beyond 2017.
Some project staff picked up on this element of the incentive. As one respondent put it: “PbR
does not reward focus on long term systemic change. We could easily have got the learning
results by going and directly training teachers with our own specialists. Totally unsustainable
though.” Another respondent stated: “There is a potential risk that PbR can lead to ‘hothousing’ of cohorts of students and/or distortion of a set of narrow learning outcomes to
demonstrate results, to the detriment of the opportunity for systemic change.”
During the interviews, one project manager for an organisation on PbR noted that they were
aware of the short-term incentive from PbR and that this could lead a project to make decisions
like setting up parallel systems, for example for training teachers, providing remedial tutoring,
or financial incentives. Further, the project had not wanted to respond to this incentive as it
sees it as very important to work in a sustainable and systemic way.
A project manager of another PbR project made a similar point during the interviews, stating
that they were aware PbR outcomes could be achieved much more easily by using nonsustainable approaches, for example by using larger financial incentives to bring girls into
school. They noted a tension between the project office in-country and the organisation’s
international headquarters in this regard, with the pressure of PbR and risk of non-payment
driving headquarters to disregard recommending more sustainable approaches in favour of
shorter-term measures.
Marginalisation
The GEC set clearly from the start its intention to work with marginalised girls. A potential
perverse incentive from PbR would be for projects to focus on ‘easier to reach’, less
marginalised girls, for whom learning improvements may be easier to achieve. For most
projects the target group was defined at the application and contracting stage of the GEC in
2012/13; the potential for projects to redefine this group later on was limited. However, some
projects have sub-groups within their schools or communities who are more marginalised and
with whom they work more intensively - for example providing bursaries to poorer girls, or
focussing on disabled girls which the project selects based on needs. The targets for learning
attempted to avoid a perverse incentive by defining achievement as the average improvement
of girls worked with35. However, it is possible that projects would prioritise those with whom
they felt the biggest impact could be achieved as this would still increase their average impact.
The research showed that some project staff had noticed that this incentive exists with the
PbR mechanism though there were no specific examples of a response. A programme
34

For example, sustainability could mean that outcome improvements go on over time beyond the period of project funding, or
could mean that the activities that a project supports continue beyond the funding period.
35
The design of the evaluation approach sought sampling frames that drew on a representative sample of girls worked with –
for example in-school or out-of-school girls, or girls across more and less marginalised geographical regions. Targets were
applied to the average performance of the sample. As such projects had an incentive to work with all their defined beneficiary
group of marginalised girls.

37

manager of a PbR project noted they felt some pressure from consortium partners to consider
working with less marginalised girls. Another survey respondent from a PbR project stated:
“there is no doubt that if we were wanting to succeed on our PbR requirements we could focus
on getting as many girls as possible through 'the test' and ignore those that struggle. As a
project we wouldn't do that, and in fact one of the changes we have made is to give more time
to girls with disabilities including learning difficulties, but incentive is certainly there if we were
to take a purely PbR-focused approach.” Another project manager from a project that had
been taken off PbR due to working in an FCAS context, stated at interview they had seen an
incentive to “play it safe” in terms of the groups targeted, i.e. to work with those in less poverty
where targets could be easier to achieve. Again, they claimed never to have responded to this
perverse incentive.
Boys
The GEC outcomes are very clearly worded to focus on girls. Boys are formally ‘indirect
beneficiaries’ of the GEC and do not form part of the impact evaluations or PbR targets. An
absence of incentives to work with boys could be a perverse incentive, particularly if the lack
of attention inadvertently caused any harm to the performance or schooling of boys. It is
possible that resources would not just focus on the goal of helping girls, but be diverted from
boys for example.
Few respondents directly mentioned the incentive effects on working with girls rather than
boys, or potential perverse incentives in this regard, although this was not something directly
asked about in the survey. One survey respondent did note that they did not have the
resources to involve boys in many activities, and this would potentially hamper their ability to
improve the experience of girls. A Project Director interviewed noted they had experienced
‘backlash’ from communities around their lack of work with boys. They also noted a more
severe perverse incentive in which parents believe they personally ‘don’t need to support girls’
education, as that’s someone else’s job’. They were able to manage this by increasing their
work with boys and beginning to collect more information on them. However, success in this
area would not be rewarded and results not measured in the same way as for girls. This project
was not on PbR.
Innovation
Innovation was a key focus of GEC, most explicitly in the Innovation Window (IW), for which
the level of innovation was a key selection criterion for funding. A potential perverse incentive
from PbR would be for projects to ‘play it safe’ and undertake interventions that were viewed
as less risky in terms of the likelihood of achieving GEC targets. This would potentially hinder
the incentive to innovate on the programme. This was the view given by many respondents
interviewed, and no one in the survey or interviews suggested they felt PbR had led to more
innovation. For example, a senior individual interviewed felt that the PbR downside led projects
to hold back, as “risk can curtail ambition”.36
Some survey respondents felt that PbR could make organisations more risk averse. For
example, as one put it: “Organisations will likely replicate previously proven, safe solutions for
improving education among marginalised girls even if greater impact could be achieved
through new and innovative approaches. In fact, it would likely create risk and innovation
The Evaluation Manager, Coffey’s Process Review of the GEC (Coffey, 2016) similarly found: “Projects sought to design and
implement interventions that were less risky and more likely to enable them to reach their targets and receive payments as a
result.”
36

38

averse projects, coalitions and
organisations.”
One
project
manager, of a project that had
been taken off PbR, in interview
“Microeconomic research shows that extrinsic
stated that to see PbR as an
motivation (monetary fines or rewards) rarely
incentive for innovation would be
simply augments intrinsic motivation. Most
an “oxymoron” as PbR would
worryingly, if intrinsic motivation is eroded by
fines/rewards, there is evidence that it does not
make organisations more risk
return once the extrinsic motivation is removed.
averse, lowering targets where
At present, there is little relevant empirical
possible and focusing mostly on
evidence in the macro PbR setting, but we
managing the downside risk.
should be wary of settings where fines and
Indeed, another project manager
rewards may undermine the personal
stressed that “innovation can be
commitment of implementers to make a success
thwarted … including by the
of the project.”
machinery of compliance”. For
Clist and Dercon (2014)
another individual, from a project
taken off PbR, the incentive
created is to go for ‘low hanging fruit’, and the model should instead find ways to incentivise
projects to focus on new and innovative ways to reach the most marginalised.
PbR and project staff’s intrinsic motivation towards achieving outcomes
In theory, PbR aims to enhance the motivation of the recipient organisation, and by implication
the staff working in that organisation, through ‘extrinsic’ financial incentives – i.e. the carrot of
a financial bonus and stick of withheld funds to the organisation. At the same time, an
organisation’s staff are likely to be ‘intrinsically motivated’ to achieve certain objectives, which
may or may not be aligned to those of the programme and its stated PbR results – this may
be based on the values they hold as individuals, or values instilled in them by the
organisation’s culture, which may be very strong for many of the NGOs on the GEC. Economic
literature suggests that there is a complex relationship between extrinsic and intrinsic
motivation, and that there is a risk that introducing extrinsic motivation may not complement
intrinsic motivation, but actively reduce it37.
So on the GEC, it is possible that PbR would decrease effort, demotivating staff in some way
that had not been foreseen. The research did not reveal specific examples of this, although
there were some references in interviews and survey to staff being demoralised by the lack of
recognition given to progress in delivering outputs when outcomes had remained unchanged.
However, there were some cases where PbR was felt to be a distraction from and in some
ways contradictory to the professional focus of staff. One project manager felt that PbR had
“hijacked the agenda”, and so had not created an environment for learning from the evaluation.
Another project manager stressed that the motivation of project staff was not driven by PbR
but by their professional, and “more human”, motivation based on seeing impact on the
ground. This same manager also felt that the pressure not to fail was so high, given the
financial implications, the positive opportunity to learn was not taken as a result.
The survey asked whether project staff had any bonus payments related to PbR, and only 2
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Clist and Verschoor (2014) cite an example from Israel, where small fines were introduced for parents who were late to pick
up their children from daycare. The number of parents showing up late increased. This is explained by a shift from intrinsic
motivation where arriving late is seen as not fair on the employees, to more market orientation where payment of the fine
makes the parent feel entitled to arrive late. “In this case the extrinsic motivation was not additional to intrinsic motivation, but
replaced it.”
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out of 25 claimed to have this in place as shown in Figure 16. This shows a general
organisational culture in which as one respondent from a non-PbR project put it, that “success
should be its own bonus”. Interviews indicated that staff on the ground were in some cases
motivated by doing well to achieve a bonus, but this was generally seen as a marker of
achievement rather than related to the cash itself. Though there were some that felt it was
motivating to know the bonus payment could be used for core work of the organisation and
some had identified specific activities they might target.
Figure 16: Do project staff have bonus
payments related to PbR? (25
respondents)

A key finding of the research has been that
PbR and non-PbR projects were motivated by
having clear targets in place, though they felt
this was best as a co-operative effort. One
member of senior management from a SPW
project summarised this in the following view:
“We would want changes in project design and
approaches, measures of success, and
targets to come from joint learning with DFID
and GEC partners, in a way that encourages
informed risk-taking and innovation. At the
end of the day, we're all seeking maximum
impact and opportunities to deepen and
expand impact over time, but we should be
continuously learning from experience and
nimbly adjusting to realities on the ground.”

40

5. Findings: Transferring risk to service providers
The transfer of risk from the donor to the service provider is one of the central elements of
PbR, and is key to driving the incentive effects discussed in previous chapters. As DFID (2014)
states “In traditional aid, by paying upfront DFID accepts the bulk of the risk of programme
failure. Payment by Results redresses this balance by sharing the risk for delivery with
partners.” However, as Clist and Dercon (2014) state, “risk sharing is not a goal of PbR in
itself, and is only relevant as a mechanism to sharpen performance”. But the PbR mechanism
does involve financial risk for the recipient organisation38 - ‘skin in the game’ - and whether
they are able to cope with and respond to this risk is crucial for the benefits of PbR to exceed
the costs.
The GEC’s PbR mechanism involves quarterly retentions of expenditure, where the 15
projects on PbR do not receive all of what they spend. The majority of PbR projects had 10%
of expenditure ‘at-risk’, retained until the evaluation points39, when repayments were then
made based on outcome performance. If projects did not achieve their outcome targets, then
they could lose the entire amount of the at-risk amount. The absolute amount varied according
to the project size, and at the GEC midline the amount at-risk for projects ranged from £90,000
up to £2.4 million. As set out in Chapter 1, at midline, of the 15 projects on PbR, only four
received a bonus, one project was neutral (neither gaining nor losing financially), and ten
projects lost money from PbR.
This chapter looks at whether organisations fully understood the way the mechanism worked;
when, how and on what basis money would be retained and paid back. In addition, the
research probed the ways in which organisations handled this risk, and how or whether they
would be able to cope in the worst case scenario in which they did not achieve any payments
for their outcomes.

5.1

Understanding of risk sharing


Key finding: Head offices were more concerned about PbR downside risk than local
offices. Some organisations did not appear to understand the downside risks
associated with PbR, particularly if they were paid in advance.

The GEC has two types of projects in terms of quarterly payment approaches – payment in
advance projects, and payment in arrears projects. Payment in advance projects were those
who were considered at the beginning of the programme in 2013 to have insufficient cash flow
or very high up-front capital costs, which necessitated payments based on projected spending
with ex-post reconciliations. Payment in arrears projects were paid on the submission of their
quarterly invoice. For payment in advance projects, the cashflow risk from PbR was not
experienced until after the project midline, so for such projects the PbR downside would hit
after the midline. Payment in arrears projects would experience the PbR downside in every
quarter, including those between the baseline and midline. The research tried to probe
whether the two types of projects had a different experience and understanding of PbR.

In the case of development impact bonds (DIBs) or social impact bonds (SIBs), the financial risk is borne by a third party –
usually a private investor. On the GEC, no equivalent third parties were present in the structure of the programme, so the
NGOs or private companies themselves bore all of the PbR risk.
39
One project had 20% at-risk for PbR, another had 14.24% at-risk, and one other had 15% at-risk. All other projects had 10%
at-risk. Payment retentions for the baseline to midline period are repaid based on performance at the midline evaluation.
Retentions for the midline to endline period are repaid based on performance at the endline evaluation.
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Respondents in the survey and interviews showed they broadly understood the PbR risk and
saw the threat as credible that DFID would be willing to hold back PbR lost due to the downside.
The results from the survey suggest that the PbR retentions were one of the most understood
aspects of a number of key technicalities of PbR. However, as Figure 17 shows, the (selfreported) level of understanding was not universal. The survey responses show higher
understanding from staff working at head office than at the country office. This again suggests
a potential disconnect between those that handle the contract management and those
managing the project in-country.
Figure 17: How well do you understand the following aspects of PbR?
“A project with 10% at-risk from PbR, would
lose 10% of its expenditure if no
improvements on learning (or attendance if
relevant) were made” (25 respondents)

“A project with 10% at-risk from PbR,
would get a bonus payment if it overachieves its outcome targets, up to a cap of
7.5% of its expenditure for SCW projects
and 10% for IW projects.” (25 respondents)

The mixed picture in terms of the understanding of PbR may reflect the different ways in which
projects function and organisations structure roles with respect to finance and delivery. Some
project managers had a very close role with respect to all aspects from the finance through to
the evaluation, while others had a more technical, ‘on the ground’ focus. In addition, larger
organisations tended to have more technical capacity at head office from a contracting and
evaluation perspective, and may have managed most aspects of PbR from that level. The
picture from the interviews was therefore mixed, however responses did suggest that most
project staff including country teams were aware of the financial risks of PbR, even if not the
detailed mechanisms. Staff turnover was also highlighted as an issue in the understanding of
PbR, and those interviewed who were more recent to the project clearly had less of an
understanding of the specifics of the mechanism.
Understanding on the PbR downside risk
There was some evidence that payment in advance projects may not have fully understood
the nature of the PbR risk – i.e. that they could lose up to 10% of their expenditure. A project
manager from one of the smaller PbR projects noted they “had that [PbR] in mind” and that if
lost it would have been a “manageable crisis”. However, when asked how they would have
managed, they stated the project would reduce its planned activities. This was a payment in
advance project, and this may suggest a misunderstanding of how the PbR downside would
have worked. The money would be directly lost by the organisation and activities to be
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delivered via GEC funding would not (in
theory) be possible to cut. The
organisation over-achieved its results so
this risk never materialised, but it may
suggest that the project would not have
been able to cope with losing its PbR
percentage of expenditure. This may have
tested the ‘credible threat’ of the PbR
mechanism and DFID and the Fund
Manager’s willingness to withhold if the
implications was so severe.

“The concern is that volatile income
streams are used less efficiently as
they cannot be incorporated into long
term plans, leading to more shortterm thinking.”
Clist and Verschoor (2014)

A more common response from larger PbR projects was that organisation headquarters were
very concerned about the PbR downside and understood it very well, tallying with the results
in Figure 17. For an individual working at the headquarters of one organisation on PbR, the
potential downside was a “sword hanging over our heads”, and this was primarily due to the
pressure at board level. For another individual from a smaller organisation, PbR was an
“incredibly stressful situation to be in” because of the potential amount of reserves to be drawn
upon relative to the size of organisation.
The project manager of one of the larger projects on PbR realised that the detailed
understanding of PbR was not well shared across consortium partners. This became an issue
when the first PbR retention was held from a quarterly payment, a significant amount of money
which affected partners’ cash flow. There was a misconception that once field monitoring was
completed they would be reimbursed, as opposed to after the midline / endline evaluation
point. There was a sense that the turnover of staff at the project and at partners’ headquarters
may have contributed to the gap in understanding, however it is clear that this could have
created tensions between lead and partner organisations.
Understanding on the PbR upside
Projects that over-achieve their PbR targets would receive a bonus up to a cap. The GEC
Fund Manager (2013) Handbook for projects which formed an important attachment to project
contracts, set out some conditions for bonuses. These included:




Funds must be spent in line with the International Development Act 2002. �
Funds must be spent within three years from your GEC project end date.
The use of funds must be disclosed to DFID within six months of expenditure of all
funds.

In addition, the handbook stated: “It is strongly encouraged that Recipients reinvest any funds
received for the overachievement of results against which payment is made into their GEC
project. If this is not possible, it is strongly encouraged that the funds are spent in a GEC
priority country for the betterment of marginalised girls and their communities.”
Few projects received bonuses at midline and some of these had not been finalised while the
research was underway. However, there was one project which received a bonus, stating that
they would be reinvesting their bonus into vocational and soft skills-building in their work with
out-of-school girls, a new activity for the project. Another project that received bonus stated it
had been re-invested in ‘supporting girls’, without being specific on how. Some interviewed
felt that the potential PbR upside would be more motivational to project organisations if it could
go into unrestricted reserves.
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5.2

Projects handling of risk sharing


Key finding: Some larger organisations may have been able to hedge some or all of
their downside PbR risk. For many organisations PbR downside risk added a large
amount of stress, and some organisations would not be able to deal with PbR losses
due to lack of reserves. The PbR downside was dealt with through a mix of borrowing,
head office transfers, and redistribution between grants within the NGO. Projects
overall have not been able to cope well with the PbR downside risk.

The GEC now provides a clear test of how organisations were able to handle the PbR
downside risk. This risk sharing and its credibility is a central pillar of a successful PbR
approach. As Clist and Verschoor (2014) state: “if the donor is unable to withhold aid in the
case of poor performance, any incentive effect is lost.” The credibility of the original PbR
contracts has been tested on a number of occasions. The decision was taken in 2014 to
remove FCAS projects from PbR, which took six projects from the SCW off PbR completely
(those operating in Afghanistan, Somalia and the refugee camps of northern Kenya).
Subsequently the Ebola crisis in Sierra Leone led to another project being taken off PbR, and
another project was removed due to potential perverse incentives apparent in its work with
disabled children. These were all potentially force majeure situations, but did present some
rethinking around PbR. Since the midline, due to conditions of drought that some projects
experienced, some projects were given the option of removing PbR for the midline to endline
period. These cases may present some change to the credibility of the PbR downside over
time, but also show that DFID were flexible as knowledge of the impacts of PbR evolved over
time.
Dealing with cash-flow / downside risk
The research aimed to look at how the risk transfer associated with the PbR downside worked,
how organisations coped with it, and how cashflow shortfalls were handled. As other
researchers on PbR to NGOs, Shiel and Breidenbach-Roe (2014) state, “Voluntary
organisations typically have low reserves and this means that the cash flow required to
implement and sustain services in a PbR model may be too great. Charity trustees have a
requirement to be prudent with charity funds, and this can make the financial risk demanded
by PbR unacceptable.” 40 These issues were also present on the GEC although all projects
signed contracts linked to PbR in which the downside was apparent.
The survey asked respondents how their project dealt with cashflow shortfalls, with the options
of borrowing, other grants and head office transfers. It is possible that these options were not
exhaustive41 and a number of respondents responded that they did not know, but that may
also reflect that it did not form part of their responsibility. Figure 18 suggests that IW projects,
which tend to be run by smaller organisations, were more likely to borrow. While larger SCW
project organisations were more likely to rely on head office transfers, suggesting they had
the reserves to cope with the PbR shortfalls.

Shiel and Breidenbach-Roe (2014) note regarding PbR “A key concern is that the level of financial risk and the amount of
working capital required from PbR is preventing voluntary sector organisations from bidding for contracts regardless of their
ability to deliver the desired outcomes.” The prevention of NGO participation in the GEC is beyond the scope of this paper.
41
For example, organisations may have dealt with the risk by losing staff at either head office or country office level (there is
some anecdotal evidence for this).
40
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Figure 18: Strategy for dealing with cash flow shortfalls (25 respondents)

Views expressed in the survey highlighted some of the difficulties faced by smaller
organisations. The project manager of one of the smallest organisations on the programme
noted on PbR: “We would not do it again because of the financial hardships we experienced”.
A senior manager from another smaller organisation noted: “PbR is part of a shift towards
development funding being accessible only to those with already very high levels of cash, who
can subsidise the shortfall and afford to take more risks. This is short-sighted development
because it excludes smaller organisations.”
Projects managed the continual risk of PbR up to midline differently. Some projects undertook
their own internal projections of how much PbR they would get back. Projects mentioned that
their finance team had projected PbR returns, sometimes modelling on a monthly basis. The
project manager of one of the larger organisations on PbR stated that PbR risk sits with the
UK office. However, as section 4.1 on control and uncertainty above shows, there is no real
way that this modelling could be completely accurate. In most cases there is a clear
opportunity cost to the PbR downside, as organisations drawing on reserves will no longer be
able to use these resources for other programming.
There was evidence from the interviews that even larger NGOs could struggle with the PbR
downside. For an individual from the headquarters of one project, if they faced PbR shortfalls,
they would call on head office reserves, however ‘98% of the organisation’s funding is from
restricted grant contracts’, not unrestricted reserves from public giving that some NGOs may
have access to. For this NGO, PbR was a very significant risk, particularly if it had lost all
payment retentions. Another larger organisation had difficulties as it aimed to balance PbR
risk across the various country offices of the organisation, not just the country office from which
the GEC project would operate. This led to a complex process of negotiation around the PbR
downside that caused significant issues and tension for the organisation.
Finally, there is some evidence that the PbR risk has been hedged. For one of the larger PbR
projects the downside risk “was covered by margin elsewhere”, where PbR could be hedged
at the start of the contract through increasing fee rates or other costs. As a result, for this
organisation, losing PbR would not be a ‘catastrophe’. This was clearly a very candid
response, but it is possible that other organisations have also hedged risk in some way but
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not been so open about it.
Risk sharing within consortia
GEC projects also often include partner organisations who deliver a significant share of the
project budget. Lead partners undertake the contract with the Fund Manager and then
undertake their own contracts with partner organisations, these arrangements are not directly
overseen by the Fund Manager. As such the research looked at whether lead organisations
had ‘shared’ the PbR at-risk with their partners. Of 25 respondents from projects on PbR as
shown in Figure 19, two-fifths claimed to share PbR risk with partner organisations, compared
to one-third who said they do not share the risk.
The interviews probed this question further.
One project manager from a PbR project said
that PbR risk was not cascaded to partners, as
they were seen as simply too small to be able
to cope with the downside risk and potential
loss. A project manager of another PbR project
said they had taken a mixed approach. They
shared PbR risk with one partner, but with
another partner they had not shared the risk. In
this latter case, the partner organisation that did
not share the PbR risk made up 12% of the
overall project budget. In this case this implies
that the overall risk taken by the lead
organisation was larger than the at-risk
proportion since PbR is linked to all expenditure
not just lead partner expenditure. Another
project manager from a smaller PbR project, noted that they had shared PbR risk with subcontractors, but that this had been extremely challenging for the smaller organisations.
Figure 19: Is PbR risk shared with
partner organisations? (25 respondents)

In the survey, a project manager for one of the SCW PbR projects set out how the perception
of downside risk was experienced: “Loss of funds at midline and potential loss at endline put
a lot of pressure on the organisation. As the payments are in arrears we have to pre-finance
each quarter, and also pre-finance the shortfall of PbR funds that are deducted each quarter.
If some funds are lost at midline due to underachievement - it is the lead organisation that
carry the cost, as partners are either not included in the PbR mechanism or find it impossible
to meet their obligations.”
Skin in the game?
The transfer of risk from the GEC’s PbR mechanism is the skin in the game. It is clear that for
many organisations this risk was very real and very significant. However, it is also clear that
organisations’ ability to deal with this risk varied, partly according to their size, but also due to
the structure of their financing and whether they had access to unrestricted financial reserves.
The risks for these organisations are also risks for DFID, as they can lead to situations in
which the credibility of the PbR mechanism is tested. The reality of the development sector is
that when the risks of organisational failure test the credibility of the mechanism, there is some
give in the mechanism. This raises the question of whether there really is skin in the game
and in turn this questions the efficacy of a downside PbR mechanism used with NGOs as
service providers.
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6. Conclusions and recommendations
The GEC provides an important opportunity to learn lessons about the application of PbR in
the education sector and in international development more broadly, particularly when working
with NGOs as service providers. DFID included an outcomes-based PbR model on the GEC
aiming to increase accountability and in turn, value for money. The delivery organisations
would have a greater stake in achieving results, and therefore manage their project resources
and staff to focus on the specified outcomes, adapting as needed during implementation. This
research into PbR has attempted to assess whether these theoretical benefits of PbR were
present, and whether ‘skin in the game’ had the anticipated impact on the organisations
managing GEC projects.
Skin in the game: How service providers manage the risk of PbR
An important finding from the research is that organisations manage the downside risks
associated with PbR in different ways. Unlike with other forms of PbR such as development
impact bonds (DIBs), with the GEC’s PbR model the NGOs themselves face the risk of loss if
they do not achieve results. However, different sizes as well as structures and cultures of
organisations can handle this risk differently. There was little evidence that any staff including
project managers had bonus payments linked to PbR, the general view that ‘success should
be its own reward’ was prevalent across the survey and interviews with project managers and
those operating in country offices. Senior management and staff at the head office /
headquarters of organisations were more likely to better understand the PbR downside and
upside risk, and were more concerned around the downside risk in particular, in some cases
ensuring that the risk was hedged at an early stage.
In some cases, lead organisations did not share this risk with their partner organisations,
meaning they faced higher downside risk than the formal percentage of project expenditure
‘at-risk’.42 For smaller organisations there was a sense that PbR losses could bring them to
crisis point, and they managed the ongoing cash flow risks through borrowing or drawing down
on reserves. There is a potential opportunity cost from this, and in some cases smaller
organisations may not have fully understood that the risk was to the organisation and not to
project activities. There are also questions about the credibility of the PbR downside in cases
if this is truly tested by the potential insolvency of an organisation. However, even for some
larger organisations the downside financial risk was seen as extremely difficult to cope with in
the worst case scenario of not achieving results. The risk was very real and in large part the
NGOs on the GEC were not able to cope with the downside risks of PbR.
Labelling success: accountability on the GEC through a stronger focus on outcomes
After many years supporting interventions for girls’ education, there was a clear sense at the
time when the GEC programme was being designed that there was a limited base of rigorous
evidence on what was working in girls’ education programming. The GEC was an opportunity
to develop stronger evidence and for this to feed back in to programme design and delivery.
This was combined with a recognition, as set out in DFID’s (2010) Education Strategy 201015 (‘Learning For All’), of the need to build on gains in access to education to focus more on
learning - “Although primary enrolments have significantly increased in recent years, this
masks deeper problems of retention, completion and low levels of learning.” The intent

I.e. the project as a whole had 10% of expenditure at-risk, but the lead organisation took on the share linked to partners’
expenditure and therefore had more than 10% at-risk in terms of its own expenditure.
42

47

therefore was to drive a focus on these key outcomes, and the GEC was as an opportunity to
test the efficacy of PbR in incentivising performance.
A key finding from the research has been that the evaluation itself has contributed strongly to
ensure organisations focus on outcomes, particularly learning. The rigorous approach has
broadly strengthened capacity to manage an evaluation involving comparison groups and
cohorts of girls to be tracked over time, and has started to produce valuable evidence that can
be used by project organisations, and potentially other key partners in the sector. This is itself
creating a stronger degree of accountability as results are more rigorously reported. Interviews
with DFID show that PbR drove the need for this evaluation approach on the GEC and made
it both more robust and provided a stronger justification for the increase in resources / cost
required. Both PbR and non-PbR projects have benefitted from the approach, and the
evaluation itself appears to have driven greater accountability rather than the PbR mechanism
through its labelling of success – as statistically significant improvements in learning
outcomes. Robust evaluation is of course possible without PbR, and the GEC shows there are
significant benefits to its application, although they must be off-set against the greater costs
of evaluation, which were significant on the GEC.
Reductionism or focusing on what matters? Programming with multiple goals
The focus on learning outcomes has been seen as a positive contribution of the GEC. The
research highlighted the perspective from some project teams that the focus on foundational
literacy and numeracy is appropriate but is sometimes seen as a narrow definition of learning
and does not represent fully the real needs of girls in such contexts, particularly girls entering
secondary schooling. A recurrent issue for projects, therefore, has been whether a girls’
education programme needs a broader focus in terms of outcomes, recognising that to
achieve any change at this level requires a holistic approach, addressing a number of demand
and supply barriers at the same time. Indeed, the GEC evaluation was always seen as an
opportunity to contribute to the evidence base around what works, and what is the best mix of
approaches.
The research also indicated some criticisms of the measurement of outcomes, whether the
focus on literacy and numeracy was seen as too narrow, or the specific tools themselves were
not seen as sufficiently reliable. It is beyond the scope of this research to go into an analysis
of whether these perceptions are warranted or not. In the assessment of learning, there has
always been some debate about the efficacy of different assessment tools. However, the GEC
gave some freedom for projects to find and/or adapt the most suitable tool for the context, and
to then apply quality assurance of the tools used. Despite the issues with measurement there
was a relatively broad consensus that the focus should be on learning, and basic literacy and
numeracy are the key building blocks for learning at school. In some cases, there was
frustration that the emphasis on the demand-side in terms of improving girls’ attendance and
enrolment had reduced over the course of the programme, although there was clear
recognition that this was largely due to the measurement challenges associated.
Innovate or play it safe: Uncertainty, bureaucracy and adaptation
There is some evidence that PbR has affected the motivation of organisations to adapt and
improve their projects, with some specifically citing PbR as a reason to make adaptations to
focus their activities more on achieving learning outcomes. However, projects made changes
for a number of reasons of which responding to evaluation findings was only a part. In addition,
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non-PbR projects also made adaptations to focus more on learning, and were clearly
motivated by the goal of achieving the programme outcomes.
Projects developed their theories of change to include a mix of interventions and outputs in
order to address a wide set of barriers, with limited information on the right mix needed to get
results. As ICAI (2015) puts it, “programme designs are ‘best guesses’ as to how to solve
complex problems in dynamic environments. They are most effective when they take a
problem-solving approach, learning as they go”. This raises a fundamental question about the
application of PbR in such uncertain contexts. Projects are operating and attempting to
innovate when the evidence base for ‘what works’ is very shallow. Some indicated they felt an
incentive from PbR to ‘play it safe’ but without a clear idea of what that meant beyond not
trying new approaches. The overall result may have been inertia for many projects.
In the context of the GEC, some projects have found a contradiction in being encouraged to
learn and adapt as they go, while at the same time being held accountable for the contracted
output milestones. The key point at which they would know whether interventions were
working and improving learning was midline, at which point they had operated for two years.
On the other hand, projects were reporting on output milestones on a quarterly basis, and
many therefore felt the balance was by design skewed towards accountability for the
achievement of pre-planned outputs. Many also pointed to the bureaucratic processes around
making changes to their milestones, and particularly to their budgets, as an active barrier to
making changes to their theories of change.
From the interviews and survey responses, the downside risk put project managers under
pressure, and they also saw some potential perverse incentives within this, such as to focus
only on short-term results. This was a tension with the programme’s non-PbR outcome of
achieving sustainable change, and most respondents recognised that to achieve sustainability
means working through / with government systems (e.g. for training teachers) where possible
or embedding change in communities through a deeper engagement with social norms, rather
than parallel project systems. Another potential perverse incentive was to focus on girls that
are relatively less marginalised. However, all claimed to have not responded to the perverse
incentives they perceived were present. Indeed, the research indicates the changes that took
place on projects were driven more strongly by the emerging evidence and a strong
professional desire among project teams to achieve the outcomes they had been set as
targets to work towards. This shows that the intrinsic motivation of project staff in these
organisations is very strong, and the extrinsic motivation from the financial incentive may be
weak by comparison.
Recommendations
The findings suggest that PbR can play an important role in driving accountability and ensuring
a focus on results, however the design of a PbR approach when applied to the GEC or in
similar contexts needs careful consideration. This should account for the nature of the
organisations being contracted, in particular the risks to which they are able to be exposed as
well as their likely response. Several recommendations emerge from the findings of this
research in this light, which may be applicable to the design of PbR approaches in other
programme contexts, particularly in donor contracting of NGOs as service providers:
A. It is critical to consider whether a PbR downside will have more negative than
positive consequences. In particular where smaller organisations may potentially fold
due to lack of funds, and both small and larger organisations may face a significant
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opportunity cost from PbR losses particularly if they lack unrestricted reserves. Further,
the potential that downside may actively discourage or limit innovation needs to be
taken into account.
B. Maintaining a PbR mechanism can provide strong incentives for rigorous results
measurement. By having a section of contracts with service providers linked directly
to outcomes, programme managers and the donor have a clear priority to ensure rigour
and robust measurement. This includes the use of best practice measurement tools,
comparison groups, tracking a cohort of beneficiaries over time, and seeking
statistically significant results. In addition, as PbR can label success, organisations
are more clear on the outcomes they should be setting out to achieve.
C. A smaller PbR upside can be used in order to maintain the incentive for rigorous
results measurement without having the costs and risks associated with PbR
downside. Allowing the PbR upside to be channelled to unrestricted reserves can
provide a strong motivation for smaller organisations.
D. It is critical to ensure the bureaucracy and time associated with changing project
design during implementation is minimised to enable adaptive management to
focus on outcomes, particularly in hybrid PbR models (where payments are both linked
to outcomes and outputs/activities). It is also critical that the evaluation is set up and
used for redesign and adaptation of projects’ theories of change; the timing of
information flows on outcomes needs careful consideration.
E. A PbR incentive payment which is structured around longer term outcomes
(measured after the end of intervention funding) could reward projects which are more
genuinely sustainable and encourage programming to be more long-term,
systemic and sustainable. If this is not possible, clear messages and measurement
tools should be put in place to ensure that changes are not superficial and overly shortterm but rather include changes within the system that can last over time.
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Annex 1: List of organisations which had staff undertaking
survey and interviews
Survey

Interviews

BRAC Afghanistan (taken off PbR)

BRAC Afghanistan (taken off PbR)

CAMFED Zimbabwe/Tanzania (on PbR)

CAMFED Zimbabwe/Tanzania (on PbR)

CARE Somalia (taken off PbR)

CARE Somalia (taken off PbR)

CfBT (on PbR)

CfBT (on PbR)

Childfund Afghanistan (never on PbR)

Childhope (on PbR)

Childhope (on PbR)

Cheshire Services Uganda (off PbR)

Cheshire Services Uganda (taken off PbR)

DFID

Discovery (never on PbR)

Discovery (never on PbR)

Eco-Fuels (on PbR)

Health Poverty Action (never on PbR)

Health Poverty Action (never on PbR)

iChoose Life (on PbR)

iChoose Life (on PbR)

IRC (on PbR)

IRC (on PbR)

Link Community Development (no PbR)

Link Community Development (never on PbR)

PEAS (on PbR)

PEAS (on PbR)

Plan (taken off PbR)

Plan (taken off PbR)

Relief International (taken off PbR)

Red Een Kind (never on PbR)

Save the Children Ethiopia (on PbR)

Relief International (taken off PbR)

Save the Children Mozambique (PbR)

Save the Children Ethiopia (on PbR)

Varkey Foundation (on PbR)

Save the Children Mozambique (on PbR)

Viva (never on PbR)

TfAC (never on PbR)

World Vision (on PbR)

Varkey Foundation (on PbR)

WUSC (taken off PbR)

Viva (never on PbR)
World Vision (on PbR)
WUSC (taken off PbR)

(There were 13 additional survey responses filled in anonymously).
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Annex 2: Summary of survey responsdents
Figure 20: Project operating locations of survey respondents

Figure 21: Part of organisation in which
survey respondents work

Figure 22: GEC window in which survey
respondents’ projects operate

Figure 23: Time on the project of survey
respondents
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Disclaimer
The Girls’ Education Challenge is a project funded by the UK’s Department for International
Development (“DFID”) and is managed by PricewaterhouseCoopers LLP, working with organisations
including FHI360, Nathan Associates Ltd. and Social Development Direct Ltd.
This document has been prepared only for DFID in accordance with the terms agreed with DFID and
for no other purpose. PricewaterhouseCoopers LLP and the other entities managing the Girls’
Education Challenge (as listed above) accept no liability to anyone else in connection with this
document. This publication has been prepared for general guidance on matters of interest only, and
does not constitute professional advice. You should not act upon the information contained in this
publication without obtaining specific professional advice. No representation or warranty (express or
implied) is given as to the accuracy or completeness of the information contained in this publication,
and, to the extent permitted by law, PricewaterhouseCoopers LLP and the other entities managing the
GEC (as listed above) do not accept or assume any liability, responsibility or duty of care for any
consequences of you or anyone else acting, or refraining to act, in reliance on the information
contained in this publication or for any decision based on it. The views presented in this publication
are those of the author(s) and do not necessarily represent the views of the GEC, its managers,
funders or project partners.
We welcome feedback on our publications – please contact us at john.patch@pwc.com and
joseph@foresight.associates
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