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About joyn-coop

joyn-coop is a process and strategy consultancy for sustainable development. We combine expertise
in development cooperation with the methods and quality standards of management consulting and
are guided in our approach by academic research. Our name “joyn-coop” reflects our philosophy: we
join together different capabilities, cooperate with diverse partners and work with joy.

We advise our clients on strategy development, provide programme design and evaluation services
and support the implementation of institutional change processes. We approach strategy and
programme development in a holistic manner and support our clients throughout the entire process,
from identifying specific needs to integrating results into everyday workflows. Our agile working
culture creates a fertile ground for innovation: through interactive workshops and regular peer review,
our project teams approach challenges from a variety of perspectives and develop customized
solutions.

Our deep motivation lies in the wish to contribute to a truly meaningful cause and make a sustainable
positive impact with our work. Our philosophy is inspired by Amartya Sen’s vision of development as
freedom — the opportunity for all humans to be, or do, something they value. We use participatory
methods to incorporate the target groups’ perspectives in strategies and programmes and anchor
possibilities to participate in the programmes that we design.

This study was led by Christina Kiikenshoner. The study team comprised Sarah Thoma, Prathima
Nalabolu and Moise Kwizera.
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Executive Summary

This study explores result-based approaches used by different bi- and multilateral development
banks and agencies. The objective of the study is to provide an overview on funder-specific results-
based designs, operational guidelines, appraisal mechanisms and lessons learned. Results-based
approaches are defined as financing arrangements where payments by the donor to the incentivized
agent are contingent upon the achievement of pre-defined and verified results, rather than paying for
inputs or activities (Instiglio, 2018).

While a range of different approaches can be identified, many multilateral development banks use
programme-based results-based approaches. The study identifies four main categories of donor-to-
government results-based approaches: (i) results-based budget support, (ii) results-based programme-
based approaches, (iii) investment-based approaches with results-based portion, und (iv) carbon
finance. Especially multilateral development banks (MDBs) make use of programme-based results-
based approaches, which typically complement development policy financing and investment project
financing. Among the distinctive features of programme-based approaches are the provision of
financing for a portion of an existing government expenditure programme, and the use and
strengthening of country systems. Consequently, the comprehensive assessment of country systems
is a key element within the appraisal procedure and capacity development is a standard element in
programme-based results-based approaches. Carbon finance approaches link payments to reductions
in carbon dioxide (CO2) emissions. The Norwegian Agency for Development Cooperation, Norad, was
among the first donors who linked payments to reductions in emissions from deforestation and forest
degradation. Nowadays, other funders use reductions in CO2-emissions as payment trigger as well.

There is some commonality regarding the key design decisions taken by funders. Regarding typical
design features of results-based approaches, the study looks at payment metrics, i.e., results to be
measured and verified as the basis of payment, the pricing of these metrics, the approach for the
verification of payment metrics and payment modalities.

Most funders surveyed use a mix of payment metrics, typically ranging from activity/ processes to
outputs and outcomes. While all funders indicate that it is desirable to formulate payment metrics at
outcome level, only the Inter-American Development Bank (IDB) and Norad fully commit to it. In its
REDD+ payments, Norad only uses reductions in CO2 emissions as trigger. IDB, too, only allows
outcome-level payment triggers, except for capacity building measures, and typically limits these to
five. In case of programme-based approaches used by the Asian Development Bank and the World
Bank, payment triggers can come directly from the programme’s results framework or the programme
action plan. The latter defines measures that are essential for strengthening programme performance,
such as actions to improve fiduciary risk management, social and environmental systems, and
monitoring and evaluation. While there is no clear guidance, experience shows that most payment
triggers come from the results framework.

The pricing of individual payment metrics is predominately not based on the true cost of achieving
the respective payment trigger. Especially in case of programme-based approaches, the pricing of an
individual payment trigger is often proportional to its contribution to the overall programme objective
and commensurate with the incentive required to achieve it, rather than its cost. While the payment
for an individual metric can be higher or lower than the actual cost of achieving it, most funders insist
and ensure that total payments cannot exceed total programme expenditures.
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Most funders require independent verification of results. The prevailing trend among funders
surveyed is to conduct independent verification of results — mainly relying on observational
approaches — before initiating payments. Most funders use scalable payment metrics and allow for
partial disbursements.

Prefinancing is rather common among the funders studied. Multilateral development banks typically
use two approaches: (i) advance financing, which can be up to 25% of the total bank financing, and (ii)
financing of prior results, up to varying portions of total disbursements. Prior results are payment
metrics achieved before loan effectiveness. The starting point for recognizing prior results varies
among funders.

Most funders surveyed allow for a high degree of contract flexibility. Literature on results-based
approaches emphasizes the significance of contract flexibility. Since recipients are accountable for
achieving results autonomously and bearing associated risks, they need the freedom to adopt the most
suitable strategies to achieve agreed results. Most funders surveyed enshrine only limited delivery
prescriptions in their results-based contracts. Nonetheless, all multilateral development banks have
established contractual remedies to address safeguard violations. However, there have been only very
rare cases of their application.

Programme-based approaches used by MDBs are characterised by pro-active risk management. All
four MDBs studied exclude high-risk activities and develop strategies to deal with the remaining risks.
Activities with high environmental or social risks (Category A) are typically excluded, i.e., not eligible
for financing. Since system improvements and institution building are at the core of these approaches,
risk assessments serve to identify actions needed to enhance the systems during programme
preparation and implementation. Identified actions are included into a programme action plan, which
lists actions to develop capacity or mitigate risks identified during the due diligence assessments of
technical or institutional issues, fiduciary and safeguard issues, gender and social inclusion, and
monitoring and evaluation.

The study identifies several lessons learned, including the following:

v Results-based approaches bring about a transformative shift in focus from inputs to results.
Results-based approaches have encouraged a change of perspective among many MDBs and their
partners: from “what do we want to finance” to “what do we want to achieve”. Rather than solely
funding specific projects, these approaches prioritize setting clear targets and working backward
to achieve outcome-level results. This encourages problem-solving and collaborative efforts
among stakeholders to address underlying issues and achieve desired outcomes. Consequently,
discussions about the theory of change underlying individual programmes have become far more
comprehensive.

v Results-based approaches foster a change in interactions between funders and implementers.
Unlike transactions-based approaches focusing on procurement and financial transactions, results-
based approaches require more technical and sector-specific discussions with partners. One
implication of stronger reliance on country systems and affording greater managerial discretion to
development partners is that procurement processes no longer serve as “natural points of
contact” between funding and executing agencies. Consequently, new mechanisms for
maintaining touchpoints with implementing agencies must be found.

v" Results-based approaches lead to a better understanding and, consequently, more effective
strengthening of partner systems. Results-based approaches prompt a comprehensive
examination of the operational issues in the middle, often referred to as the "black box of service
delivery". This includes management practices, organisational culture, procedures, motivation,
individual needs, and value. A comprehensive understanding enables systemic improvements.

ii
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v

Stronger partner systems have, in turn, significantly contributed to improving the preparation and
implementation of subsequent projects and programmes, as well as to greater sustainability of
results achieved. By working with existing government programmes and improving their rules and
procedures, results-based programmes ensure sustainable progress even after project
completion.

Results-based approaches lead to broader engagement across government entities. Ministries of
Finance tend to grasp the concept of results-based approaches quickly, appreciating the direct
linkage between budget allocation and expected service delivery. This rapid understanding leads
to enhanced ownership and support for the sectoral reforms. Hence, results-based initiatives
stimulate the Ministry of Finance to think about sectoral reform issues more deeply, leading to
broader engagement and ownership across government entities. However, since funding goes to
the Ministry of Finance it can pose challenges for the other ministries to fully embrace results-
based approaches. Capacity-building measures promote ownership and buy-in by sector
ministries.

The effectiveness commonly associated with results-based financing is not primarily driven by
financial rewards. Many funders consider results-based approaches to be more effective than
traditional investment project financing. According to the results-funders surveyed, the greater
effectiveness relies less on financial incentives and more on greater results-orientation, as well as
greater responsibility and managerial freedom afforded to development partners. It was found
that the latter also foster a greater sense of ownership by development partners.

Many MDBs found that it takes considerable time to introduce results-based tools and
approaches within their own organisations. Apart from capacity-building, it requires strong
champions to lead the change process and generate buy-in among staff. With the introduction of
results-based approaches, sectoral and technical expertise becomes of much of greater
importance.

iii
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Introduction into study and topic

1.1  About the study

KfW Development Bank (KfW) wishes to learn from its peers to develop a formal policy for its results-
based approaches. KfW increasingly employs results-based approaches and would like to strengthen
the respective conceptual and regulatory basis accordingly. Globally, there is a wealth of documented
knowledge and practical experiences with results-based approaches. However, much of the
operational knowledge remains in the respective organisations, especially those related to donor-
internal appraisal mechanisms that inform financing decisions and the design of individual results-
based instruments in a specific context.

KfW has therefore commissioned joyn-coop to undertake a peer-review study that analyses the
results-based-approaches of Bi- and Multilateral Development Banks and Agencies. The peer analysis
provides an overview on funder-specific results-based designs, operational guidelines, appraisal
mechanisms, and lessons learned (see Figure 1). It both serves as a point of reference for future results-
based practice within KfW as well as for collaboration with other funders. Finally, the study aims to
contribute to an exchange among interested and like-minded organisations about results-based
approaches.

The study follows the well-known definition of results-based approaches by Instiglio and focuses on
donor-to-government approaches. Results-based approaches are defined as financing arrangements
where payments by the donor to the incentivized agent are contingent upon the achievement of pre-
defined and verified results, rather than paying for inputs or activities (Instiglio, 2018). One way of
differentiating results-based approaches is to ask which level is incentivised by the payments. The
study focuses on incentives for national and sub-national governments (see Chapter 1.3).

Figure 1: Peers and topics of analysis

Peers Topics of analysis on peers’ results
based approaches
Multilaterals » European Commission
+ Asian Development Bank 3P
« African Development Bank = =
MDBs o =
+ World Bank Institutional Key design
SN\ context
* Inter-American Development Bank )/ features &
processes
* Norad ©
Bilaterals « AFD %@S)
% &

* FCDO
Lessons Learnt

Philantrophy .« Bill and Melinda Gates Foundation

The study team was able to draw on various sources of information and participatory formats. joyn-
coop, a strategy consultancy for sustainable development based in Munich, carried out the study
between April and July 2023 (see Figure 2). Relevant information was gathered via literature research
and, partly, interviews with project managers and results-based financing experts from selected peers
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(see list of interview partners in Annex 1 and the questionnaire in Annex 2). The study would not have
been possible without extensive external support. The team would therefore like to thank all
participants of interviews for their constructive contributions.

Figure 2: Overview of study steps

Goal & * Screening of 20 bi- and * Analysis of peers’ RBF * Comprehensive report on RBF-
deliverables multilateral development guidelines and reviews practices across funders
banks and agencies - Interviews with project (+ compilation & bibliography
- Selection of nine peers managers and RBF experts of documents)
based on previous from within selected peers - Comparative mapping of RBF-
experiences, existence of « Potential joined workshop for practices across funders
published reviews and joined analysis of lessons
guidelines, and innovation learned
April ‘23 May/June ’23 June/July ‘23

The structure of the report follows the study’s main research topics. Chapter 2 describes the
institutional context of results-based instruments for each participating peer and summarises the
various applied results-based approaches. Chapter 3 compares the peers’ processes for appraising and
implementing results-based approaches. Chapter 4 discusses differences and commonalities based on
six major results-based design features. Chapter 5 summarises lessons learned, and Chapter 6
concludes with recommendations to KfW. Further important outputs of the peer analysis are an
extensive literature compilation per peer (Annex 3).

The analysis shows that diverse results-based approaches have been present in the portfolios of all
peers since quite some time. This is true especially for results-based approaches vis-a-vis households
(e.g. Conditional Cash Transfers) or the service providers (e.g. Performance-based contracts).
However, attempts to develop results-based approaches at the level of governments are more recent.
Here, differences between groups of peers become apparent. To shed some light on the reasons
underlying these discrepancies, the following chapter gives a short overview of motivations and
purposes why donors get involved (1.2), the overall development of results-based approaches over
time (1.3) resulting in the clustering of peers into groups with similar results-based approaches in
Chapter 2.

1.2 Motivation for results-based approaches

There are two perspectives on the motivations for results-based approaches. One is focused on the
question why it might lead to better results in the partner countries (“partner-centric” perspective)
and one on the question what advantages this might have for the development partners (“donor-
centric” perspective).

Partner-centric perspective

Four different motivations can be identified that are used to argue the case for results-based
approaches (Perakis and Savedoff, 2015), see Figure 3. These motivations are not mutually exclusive
but rather complementary and come into play in varying degrees.

1) Pecuniary: The financial incentive is key as it is expected to make the partners move faster or shift
priorities due to the need for funding. The review showed that for several peers, this element plays an
important role in deciding how much to pay for which Disbursement Linked Indicator (DLI) (e.g.,
incentivising priority DLIs by putting a higher price tag on these).
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2) Visible results: Shifting measurement from inputs to results increases focus on tangible results and
results-based management. For the Bill and Melinda Gates Foundation (BMGF) this is an important
aspect that is fostered with conceptual support and knowledge transfer on measuring and tracking
results in several results-based programmes.

3) Accountability: Results become traceable and comparable and thereby induce change. Especially in
our interviews with the Inter-American Development Bank (IDB) this aspect was often mentioned,
particularly when accountability was further increased by regions or countries being able to compare
their results.

4) Recipient discretion: Paying for results means in turn, acting more “hands-off” regarding the way
partners achieve the results. Letting partners use their country systems, as many peers do in results-
based approaches, is one example for this. Instead of having partners using the donors’ processes,
assistance is provided to improve the standards of the partners’ systems. That way know-how is kept
within the partner organisations.

Figure 3: Beliefs why results-based approaches work

Pecuniary: When payments are Visible results: Result-based
linked to results, partner will approaches bring the attention of
respond because of the monetary politicians, managers etc. to outcomes
incentives (principal-agent) in a way that focuses them on
achieving progress (results-based mgt)
Beliefs why
Y result-based
approaches
. . . work -
Recipient discretion: When result- Accountability: Results-based
based approaches do not impose approaches can become instruments
conditions or rigid plans for the use of for public accountability if they are
resources, countries can pursue own designed around shared goals and are
strategies and processes (“hands-off”) openly reported

Source: Perakis and Savedoff, 2015

Donor-centric perspective

Peers’ involvement in results-based approaches is furthermore driven by different donor-intrinsic
motivations. Based on the positive attributes associated with results-based approaches, donors
promote them for several reasons. Again, these factors are not necessarily either-or but often, peers
have multiple motivations.

Efficient and effective use of taxpayers’ money: With the agenda to secure “value for money” e.g. the
Foreign, Commonwealth & Development Office (FCDO) promotes results-based approaches to
improve performance and efficiency. Likewise, shifting European Union (EU) budget aid to results-
based budget support as done by the European Commission (EC) is a way of demonstrating its effective
use to the taxpayers (now with visible results instead of “policies only”).

Development effectiveness: In line with the international political dialogue on aid effectiveness that
has underscored the importance of results (Paris Declaration on Aid Effectiveness with “managing for
development results” as one of the five main principles of effective aid), peers promote results-based
approaches to achieve better and more sustainable outcomes (Janus, 2014).
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Business development: Regarding recipient discretion, results-based financing instruments are a way
for many peers to offer more attractive conditions to their clients (partners). E.g. the Program for
Results (PforR) was driven by the World Bank’s need for a standardized instrument that would better
enable it to fund service delivery through national (sector) expenditure programmes. Other donors
could use sector programme or sector budget support instead (Danida, 2016). Results-based
instruments are therefore promoted to build an attractive business case for the donor agencies. The
fact that multiple peers experienced an increasing demand for their result-based instruments shows
the relevance of this motivation is indeed reflected in practical reality.

1.3  Evolution of results-based approaches over time

Initially, results-based approaches emerged as approaches within a partner country or project.
Driven by innovations mostly from the health sector and by development partners such as the FCDO,
the Norwegian Agency for Development Cooperation (Norad) as well as several global funds (GAVI,
the vaccine alliance) and World Bank Trust Funds, e.g., Health Results Innovation Trust Fund, Energy
Sector Management Assistance Program, results-based approaches developed during the 2000s in
many different forms, i.e., conditional cash transfers, vouchers, performance-based contracts etc. (UK
Aid, 2010). These instruments were used at all levels below the national government, i.e., at the level
of local governments, service providers and individual households, teachers, pupils etc. These
approaches were at that time summarised under “Results-based Financing”! (see Figure 4) (Norad,
2015a; Sida, 2015). To date, peers continue to finance many of those approaches which often vary per
sector because work on these programmes has commonly been driven by sector groups within the
organisations. Formalised policies typically do not exist, rather lessons learned, and practical tools
provide general guidance.

Figure 4: Results-based approaches at two different levels

Input/Processes/ Activities Outputs Outcomes

National & State . ' '

Government '_
Results-based Aid
Local Results-based Financing
Governments Performance-based
. contracts
Firms, NGOs & ' Output-Based Aid '

Communities

Households & '

Individuals Voucher Distribution ' Conditional Cash Transfers l

Source: Adapted illustration based on DANIDA, 2015

Results-based approaches with partner countries came into play about a decade later. They were
defined as a donor-to-government aid relationships and were summarised as “Results-based Aid”
(RBA). From the beginning, it was assumed that results-based approaches that target governments are
likely to require different designs than subnational RBF because the nature of governments differs
from other categories of recipients in terms of resources, behaviours, and dynamics (Perakis &
Savedoff, 2015). Many studies in the period of 2013-2016 emphasize that at that time there was a lack

1 Nowadays the term "Results-based Financing" is used differently, i.e., as an overarching term for results-based loans and
grants - independent of the incentivized level. The authors realised that this can easily create confusion as some peers still
stick to the original use of the term, e.g. World Bank and Norad.
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of understanding of how RBA is conceptualised and put into practice in different settings. Also,
examples to learn from were still lacking (Janus, 2014; Danida, 2016; Sida, 2015). The question was
especially to what extent governments can cope with the risk of receiving funding only after results
have been achieved.

In the process of lifting results-based mechanisms to the national level, some of the approaches from
within countries were piloted with countries, e.g., by the FCDO with their Cash on Delivery (COD)-
programmes in Rwanda and Ethiopia. The FCDO, back then DFID, paid a certain amount per graduated
pupil to the government while applying a “hands-off approach” with regards to the country
implemented the programme with their systems and strategies (Upper Quartile, 2014).

However, overall, there seems to have been no or very little uptake of results-based aid by bilateral
donors. It seems FCDO ceased the Cash on Delivery-approaches. Except for the very successful REDD+
financing by Norad, we could not find any evidence that bilateral donors have a standardized “RBA”-
instrument or practice.

Instead, bilateral donors have adopted different practices to employ results-based approaches in
other formats. These non-RBA formats all include a decrease of risk and/or conceptual involvement
of the donor, either via “passive” funding with a larger donor (e.g., BMGF), co-funding of multinational
programmes and funds (e.g., Norad) or risk shifting to the private sector (e.g., FCDO & AFD). The
underlying reasons for adopting the above-mentioned practices might be related to the lower risk
capacity and physical limitations in available staff, time and employee presence and experience in the
relevant regions, which bilateral donors are more prone to than multilateral development banks
(MDBs) are. These, however, are conjectures by the authors and have not been formally confirmed by
the agencies.

As one of these formats, some bilateral donors such as FCDO or Agence Frangaise de Développement
(AFD) got increasingly involved with Social Impact Bonds (SIB). Unlike other results-based
approaches, SIBs also provide a source of capital for interventions to be implemented and offer access
to upfront finance. This allows governments and service providers to shift risks to private investors
(Danida, 2016).

In contrast to the dynamic with bilateral peers, four multilateral development banks introduced
results-based programme-based approaches between 2012 and 2017. These were introduced in the
form of a new lending instrument that promotes behavioural and institutional changes within
governments. In line with the “hands off”-approach, it builds on country systems and pro-actively
addresses potential institutional capacity gaps. This might be an important factor why results-based
approaches become feasible even with weaker governments (about half of World Bank’s PforR are
implemented in International Development Association (IDA) countries).

Already starting in the early 2000s, the European Commission modified all EU budget support to
“performance-based” programmes. This reform of conditionality from the implementation of policy
measures to outcomes formed part of the international results-based debate. With this revision of one
of its central Official Development Assistance (ODA) financing instruments, the EU demonstrated the
universal applicability of “results-based” approaches also with governments.
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2 Overview of approaches - institutional context among peers

This chapter gives an overview of donor-to-government results-based approaches of KfW’s peers in
their respective institutional context. See a summary of information in Table 1 at the end of this
chapter. All peers have various results-based approaches at subnational level in their (investment)
projects and programmes (categorised as Results-based Finance in the previous chapter). Regarding
donor-to-government approaches, we grouped the peers in four categories. Some of the peers have
instruments in more than one category.

1) Results-based budget support
2) Results-based programme-based approaches
3) Various investment-based approaches with results-based portions

4) Carbon Finance

2.1 Results-based budget support

Among the peers, there are two organisations engaged in results-based budget support — the
European Commission (EC) and AFD. Certainly, one could say that a typical policy loan (e.g., the World
Bank Development Policy Financing) is always results-based. This is because funds are disbursed once
policy reforms have been adopted or agreed by the partner country. However, the difference to the
approaches by the EC and AFD is, that in addition these organisations only accept output or outcome-
level results instead of pure process-based results, such as “policy xy has been enacted”. Therefore,
similar mechanisms (e.g., definition of DLI, independent verification) come into play as in project- or
programme-based RBF approaches (see Chapter 4).

In EU budget support, the EC has conditioned its support no longer on the implementation of policy
measures, but on outcomes. The EU budget support replaces traditional ex ante conditionality with
performance-based ex post conditionality. This process started with initial pilots in 1999 and already
2003, all financing proposals for budget support were results-based (Schmidt, 2006).

The EU strategy to make all EU budget support results-based must be seen in the context of
discussions on EU budget aid versus project aid at the time. The EU had decided for a clear-cut
increase in the use of budget support to boost ownership and effectiveness while giving less priority
to project/programme-based approaches. The Commission was facing frequent criticism on providing
budget support despite high risks in view of inadequate public financial management systems.
Designing budget support in a way that it is linked to outcomes can be interpreted as way to respond
to this criticism. Increasing the effectiveness, and efficiency of public financial management is thus not
only the condition for but also the objective of budget support (Schmidt, 2006).

EU budget support can be granted through three types of contracts:

1) Sustainable Development Goals Contracts to support high-level strategic development objectives,

2) Sector Reform Performance Contracts to improve governance and service delivery in specific
sectors, and

3) State and Resilience Building Contracts that are used in fragile contexts.
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Choosing between the different types of contracts allows the EC to adequately respond to country
needs and system readiness. As a rule, the EU budget support is direct and untargeted. The funds are
disbursed in several tranches, with a distinction made between fixed and variable tranches.
Disbursement of both fixed and variable tranches are subject to four general conditions (see Chapter
3.1) and the variable tranches are in addition contingent on performance indicators pertaining to the
development/ sector policy supported through the operation. (Schmidt, 2006; European Commission,
2017a; interviews).

With “programme-based budget support” (PBBS), AFD has introduced a financing instrument with
similar features. It is one of AFD’s three budgetary financing instruments (in addition, there is budget
funding for public policy and for macro-economic consolidation). The programme-based budget
support serves two purposes. The first is to safeguard specific expenditures in the budget (similar to
earmarking). The second is to conduct a dialogue on the capacities needed to achieve the results. Like
EU budget support, the funds consist of a fixed tranche and a variable (“performance”) tranche that is
disbursed according to the achievement of indicators.

World Bank was the first to introduce this instrument that today plays the most important role
among donor-to-government results-based financing approaches. World Bank introduced its
Program for Results (PforR) in 2012 as a separate lending instrument to fill a perceived gap between
Investment Project Financing and Development Policy Financing (budget support). With PforR it was
now possible to complement policy reforms with systems improvements and institution building.
Initially, PforR was introduced with a cap of 5% of aggregate (ordinarily plus concessional)
commitments. The cap was raised in 2015 to 15% of the three-year average of total IBRD and IDA
commitments and was removed entirely in 2019 as a result of PforR’s success (World Bank, 2019).

Another manifestation of the instrument’s success is that three more Multilateral Development
Banks (MDBs) introduced very similar lending instruments. ADB followed with an analogous
instrument in 2013, IDB in 2016 and AfDB in 2017. In addition, the International Fund for Agricultural
Development (IFAD) was considering adopting a similar instrument (IFAD, 2018). World Bank was in
active exchange with these organisations to inform about and promote the PforR approaches. As a
result, all results-based programme-based approaches have many similarities in their guiding policies,
compare Chapter 3 and 4 (interviews).

There are four major aspects that define a PforR and that are similar for the programme-based
approaches of ADB, AfDB and IDB:

1) The approach provides financing for a portion of an existing government expenditure programme
to increase government accountability.

2) It uses and strengthens country systems with the idea of assisting countries in delivering priority
results more efficiently.

3) It fosters partnerships and serves as a platform for coordinating external financing in a sector.

4) It disburses according to the achievement of programme results to provide incentives for delivering
and sustaining results.

While PforR focuses on results more explicitly than other World Bank instruments, the results-based
aspect is not the only defining feature.
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Figure 5: Results-based programme-based approaches
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One of the main objectives of PforR is to promote behavioural and institutional changes within
governments. PforR can focus on policy-related actions or investments or both. However, based on
our interviews its perceived strength is primarily to incentivize policy operationalisation rather than
physical results. PforR is focusing on the discrepancy between legal reforms and the tangible evidence
of implementation, with the aim of preventing situations in which countries have laws that are only
partially enforced. Accordingly, even PforRs that are heavier on physical investments (e.g., energy,
water sectors) still have at least some policy, service delivery, or other institutional aspects (interview).

The Asian Development Bank (ADB) introduced Results-Based Loans (RBL), a similar results-based
programme-based approach, in 2013. ADB set out “to offer a more flexible and results-focused
instrument that would complement its existing modalities as well as support sector programmes and
systems development”. Like PforR it is an own lending instrument with dedicated policies, staff
instructions and staff guidance. Like World Bank, ADB started with a six-year pilot phase. 2019, ADB
decided to mainstream the RBL modality because of strong demand and the positive experience in the
pilot period. Nevertheless, a ceiling of 10% of the combined total of the Ordinary Capital Resources
and ADF resource allocation (on a three-year rolling average) is still in place (ADB, 2017, 2019). Like
PforR, RBLs mostly do not focus on infrastructure (interview).

The African Development Bank (AfDB) introduced its Results-based Financing (RBF) instrument at
the end of 2017. According to the publicly available RBF-policy, purpose and means of implementation
are similar to PforR. A direct exchange with AfDB was not possible and hence we cannot provide more
analysis on this instrument. Apparently, AfDB is currently reviewing its RBF-policies, as was mentioned
by other MDBs.

The Inter-American Development Bank (IDB) introduced a new loan instrument based on results
(LBR) in 2016. After a 6-year pilot period, LBR became a permanent instrument within the investment
lending category in 2022. LBR fully fits into the description as outlined in Figure 5. As PforR it is based
on country-systems, co-finances a government/sector programme and disburses against results.
However, despite many similarities, IDB considers it different from PforR. Also, different from ADB
(and potentially AfDB), the genesis of LBR was more strongly influenced by IDB-internal experience
with other results-based instruments.
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IDB’s prior experience with a results-based loan instrument influenced the new LBR design. A first
attempt to enact a results-based instrument was the Performance-Driven Loan (PDL), introduced in
2003. Although the PDL incorporated the main elements of LBR, it also required IDB to apply its
procurement policies. This meant that the teams not only had to show proof of eligible expenses and
their causal relationship to individual outputs, but also proof of the attainment of results. As a result
of this double burden, the instrument was not very successful and was ultimately taken off the books
in 2011, after several attempts to change failed. The new LBR was similar to the PDL but includes a
waiver of the procurement policies (IDB, 2023).

LBR has two major differences to PforR. First, it is not a separate lending category but LBR forms part
of the existing investment lending category. Nevertheless, there is a distinct — but not publicly available
- LBR policy document as well as specific guidelines for the design and supervision of the LBR. IDB
developed these guidance notes on the go while the instrument was being tested and developed.
Second, and more important from the perspective of IDB is that LBR “really” disburses against results
in the sense of outcomes and not against activities or outputs as PforR partially does. This is potentially
due to the very positive legacy of the IDB results-based grant initiatives (see below), which showed
great results with an exclusive outcome focus. Exceptions however exist for institutional capacity
strengthening, were LBR can also disburse against outputs.

Results-based approaches play an important role in IDB’s strategy. IDB just came out of the six-year
test period for LBR. It still has a ceiling in place, allowing no more than 25% of IDB resources for
investment lending operations in a given programming year to finance individual LBRs. Due to the high
popularity of LBRs both within IDB and among the partner countries, IDB could easily surpass this
threshold in the near future (IDB, 2023; interview).

Mechanisms from World Bank, IDB, EC, FCDO and BMGF can be placed in this category with specific
results-based approaches. The results-based disbursement within an investment project is their
defining aspect, even though typically only a portion of an otherwise expenditure-based project is
subject to results-based disbursements.

World Bank introduced IPF-PBC 2020 as a form of project finance in which all or part of the
disbursements are conditional on the achievement of performance-based conditions (PBCs). IPBF-
PBC built on about 15 years of experience with the previous instrument Investment Project Finance
with Disbursement Linked Indicators (IPF-DLI), which also informed PforR. Today, IPF-PBC make up 15-
20% of the overall World Bank portfolio, almost as high as the 18-20% for PforR. The data to estimate
the truly results-based portion of IPF-PBC is not available, but PBCs often make up a smaller part of
the otherwise traditional investment lending project. PBC is typically used to emphasize institutional,
policy or governance changes (i.e., reforms) that are associated with investment activities being
financed by the project. PBCs do this by conditioning the financing for those project (investment)
activities on the achievement of the targeted institutional changes. In contrast to PforR it is not based
on country-systems but on World Bank guidelines (interviews).

From 2010 onwards, IDB launched two regional and multi-donor results-based initiatives which have
earned great reputation. The initiatives are the Salud Mesoamérica Initiative (SMI) for maternal and
child health and the Regional Malaria Elimination Initiative. Both are regional Pan-American initiatives
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co-funded by several donors. Among them is the BMGF. These are entirely results-based programmes
with backward planning from outcome-level and prioritizing those interventions that are more likely
to contribute to those outcomes. However, only a small portion of funding was indeed results-based,
so-called “awards”, which countries received upon achievement of certain health system
improvements at outcome-level. The measures of the initiatives themselves were fully funded by the
participating donors as well as the countries themselves (50% own contribution). Both initiatives are
famous for their results-based approach and are being reproduced in further IDB initiatives. By
focusing on outcome-level results, the initiatives apparently fundamentally changed the conversation
with the participating countries from what can be done with the funds to what is needed to achieve
the results. Based on defined outcome and impact-level targets for the results-based funding “award”,
the (non-result-based) funding was used to target bottlenecks in health care systems whose
resolutions would allow for the achievement of the “award”. This programme design led to a systems-
approach that looks at all elements of a functioning health system.

Different from what “Outcome Investing” might suggest, BMGF is not pursuing one specific results-
based approach. Nevertheless, its results-based support is mostly given in the context of investment-
based approaches. It ranges from co-funding results-based initiatives such as the above mentioned
two IDB-regional initiatives to serving as a technical advisor to help partners implement their projects
in @ more results-oriented way. For example, BMGF supports the Islamic Development Bank to
mainstream results-based management in its Lives and Livelihoods Fund. However, the support is
given without any results-based payments. Cross-cutting BMGF’s results-based approaches is the
belief in the importance and value of data. However, interview partners found it debatable to what
extend financial incentives really drive performance (BMGF, 2015; interview).

Even though the concept of results-based finance has been formally developed within BMGF for at
least a decade, there is no structured approach. One reason is the strictly sectioned structure within
the foundation which leads to individual subject teams using approaches independently from each
other. And without an overarching communication on instruments, practices, or results-based
financing strategies. As a conclusion, the results-based projects that BMGF has supported or financed
in the past should be considered individual results-based projects rather than examples of an overall
results-based financing approach (BMGF, 2015; interview).

FCDO has been actively promoting investment-based results-based approaches throughout the last
decade. For their activities, FCDO uses Payment by Results (PbR) as an umbrella term. The term
designates “any programme where payments are made after the achievement of pre-agreed results,
rather than up front to fund future activities.” (DFID, 2014) There are no formal policies in place, but
several (older) guidance notes are available that show that FCDO was considering Payment by Results
as part of a cross government reform “to transform the delivery of public services”. This is based on a
strategy set out in the Cabinet Office’s 2011 white paper (DFID, 2014; HM Government, 2011). Since
interviews could not be conducted, we cannot provide a more current definition or strategy.

As mentioned in Chapter 1, FCDO (back then DFID) played a major role in spearheading donor-to-
government approaches in their Cash on Delivery-Programmes. The Cash on Delivery pilot in Rwanda
where FCDO paid a certain amount per graduated pupil to the government formed part of DFID’s 74.98
million GBP Rwanda Education Sector Programme. Similarly, in a rural water supply programme in
Tanzania completed in 2019, PbR funding was an important addition to support systems change via an
annual payment of a fixed amount per functional water point. Even though the results-based
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components of both programmes were evaluated positively (Upper Quartile, 2014; Ecorys, 2020),
there is no evidence that FCDO is still pursuing these approaches.

Financing not linked to costs (FNLC) is the latest results-based approach pursued by the EU.
Independently from the developments around EU budget support, EU was promoting results-based
approaches prominently since the EU’s “Budget Focused on Results” (BFOR) for the period 2014-2020
(European Commission, 2021b). BFOR promised performance improvements with a simplified delivery
system. Previously, the EU had already employed two modalities (simplified cost options and global
price service contracts) that offered results-based elements towards service providers. With FNLC, the
EU introduced an approach that took these elements up to the level of recipients.

Within the EC’s external partnerships, FNLC is still being piloted and internal guidelines are in the
process of being developed. For the Directorate-General for International Partnerships (DG INTPA),
the drive for the novel instrument largely comes from an interest in a changed partnership dynamic.
Instead of an intermediate “grantee”, DG INTPA intends to develop the relationship into a contractor
relationship with shared responsibilities and risks. FNLC is currently being piloted with two UN
organisations, the United Nations Development Programme (UNDP) and the United Nations
International Children’s Emergency Fund (UNICEF) as part of the EC’s indirect implementation mode
that is always implemented via pillar-assessed organisations. Only part of the overall project costs is
subject to FNLC (in one case 10m EUR out of overall 30m EUR). In the future and in case of success of
the current pilots, DG INTPA may contemplate to apply FNLC also within its direct implementation
mode, i.e., directly towards the recipient governments, and at FNLC shares up to 100%.

Reducing emissions from deforestation and forest degradation (REDD+) payments by Norad can be
ascribed to the separate category of Carbon Finance. Norad, which is also co-financing results-based
approaches via Trust Funds and other programmes in the health and in the energy sector, has most
strongly influenced the results-based agenda by its REDD+ payments. At the 2007 United Nations
Climate Change Conference in Bali, the Norwegian government launched its International Climate and
Forest Initiative (NICFI) to support the REDD+ agenda and encourage action to reduce global
greenhouse gas emissions. The initiative also aimed at performance-based bilateral agreements.
Payments are based on a fixed price of USD 5 per ton of avoided carbon dioxide (CO2) emissions from
deforestation (Perakis & Savedoff, 2015; interviews).

Nowadays, other funders are more active in the field of carbon finance as well. The underlying idea
of NICFI has in the meantime been taken up by other donors, most prominently the Green Climate
Fund in 2017 as the world’s first source of REDD+ results-based payments for jurisdictional REDD+.
These REDD+ activities have also acted as a key enabler for carbon markets (GCF, 2022).

Across sectors, results-based approaches have a reduced importance for Norad today. Even though
Norad was one of the frontrunners during the early times of RBF and it is still considered a highly
relevant concept, nowadays the results-based financing approaches have no strategic importance for
the organisation and play a small role within the overall portfolio (interview).

In this chapter we have summarised peers’ results-based approaches at donor-to-government level.
A few peers have indeed distinct instruments (see Figure 6) and policies. Table 1 summarises, to the
extent possible, the information on the questions envisaged in the questionnaire regarding dedicated
result-based instruments and their respective institutional context within the peers' organisations.
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Figure 6: Summary view on all donor-to-government approaches by peers
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Table 1: Peer overview institutional context

Kikenshoner and Thoma

36% SS Africa, 5%
Latin America;

64% lower
middle income;

Asia,
20% East Asia

89% lower
middle-income
countries

(65%) and high-

no regional focus

income countries 30% low-income

(33%) in Latin
America

countries
41% lower middle-
income countries

Category World Bank ADB AfDB IDB EC BMGF FCDO AFD Norad
Dedicated Yes - Program for Yes - Results- Yes - Results- Yes - Loan Based Yes - Budget No —Outcome  No - Payment by No —but Yes - REDD+
results-based Results, (PforR) & Based Loan (RBL) based Finance on Results (LBR); Support (BS) & Investing rather resultsonlyan  Programme- payments
instrument in Investment (RBF) not dedicated:  Financing Not an approach umbrellaterm  based Budget
place? Project Finance - Results-based Linked to Cost Support (PBBS)
Performance Grant Initiatives  (FNLC) can be used to
Based Conditions (RBGI) co-finance PforR
(IPF-PBC)
When PforR: 2012 2013 2017 LBR: 2017 BS: ‘99-03 Before 2012 2004 2020 (?) 2000
introduced? IPF-PBC: 2020 RBGI: 2012 FNLC: ODA pilots
(after 15 years of from 2020
IPF-DLI)
Financial scope PforR: 18-20% RBL: 6-8% RBF: ? LBR: 5%; RBGI: 2 BS: 17% n/a ? 2022: 6 out of 30 28% of NICFI portfolio
in portfolio? IPF-PBC: 15-20% initiatives & 2 budget support
under operations
preparation
Ceiling in place? PforR: abolished RBL: 10% of Yes LBR: 25% of No No No No No
2019 combined investment
IPF-PBC: no resources lending; RBGI: no
Policy/ PforR & IPF-PBC: Yes Yes No, but internal  BS: Yes No Yes, but rather  No No
guidelines exist? Yes guidelines FNLC: No vague guidelines
Sectoral focus PforR —top 3: RBL —top 3: ? LBR - top 3: BS: about 50% is Health Health, ? Climate/deforestation
Health, Energy, Governance, general BS, top 3 Education, WASH (with co-financing
Education, Education, Economic dev., sectors: also health & energy)
Governance; IPF- Health Health Governance,
PBC? RBGI: Health Health,
Multisectoral
FNLC: pilots yes
Geographical PforR: 40% South Asia; ? LBR: upper 50% in Subsahara  Unclear No No No
focus 43% Asia, 20% South East middle income  Africa, otherwise
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19% low-income 10% upper RBGI: Central 20% upper middle-

countries middle-income America income countries

IPF-PBC: ? countries

Basis for Basis for Basis for

Basis for percentages: percentages: percentages:

percentages: ADB Financing Approved Disbursements

Commitments Amount
Type of PforR: Loans IPF- Loans Grants & LBR: Loans Grants Grants Grants Grants & Grants
funding PBC: Loans Loans RBGI: Grants Loans (?) Loans
Typical duration PforR: 4-5; 5 3-4 (in two LBR: 3-4 1-4 n/a 3-12 ? Often long-term
in years IPF-PBC: ? examples) RBGI: 4.5-6

Source: Peers’ guidelines (see Annex 3), mapping of peers (see Annex 4) and interviews
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Typical measures along the project cycle

This chapter explores the experiences of peers in preparing and implementing results-based
approaches. At the core of this lies the interest in comprehending whether supplementary actions are
required for preparing and implementing results-based approaches — compared to “conventional”
approaches. This is particularly crucial as results-based approaches most often demand increased
responsibility on the partner side, for which partner capacities may not always be adequate. While
Table 2 at the end of this chapter summarises the information on project-cycle related questions, in
the following, we structure our findings according to the following aspects and highlight selected peer
practices:

1) Do peers have different appraisal procedures for their results-based approaches? And what
prerequisites need to be in place?

2) What are their requirements regarding risk management? How is higher risk dealt with?

3) What capacity-building measures do peers consider during implementation?

3.1 Appraisal procedures

A notable difference in the appraisal procedure, compared to investment-based projects, is evident
only in the results-based programme-based approaches. Since these approaches co-finance
government programmes and are based on using country systems, there are additional appraisal steps
related to these aspects. ADB for example conducts a series of assessments (similar for World Bank,
IDB and AfDB):

1) Technical assessment: a) programme soundness assessment; b) expenditure and financing
assessment including the RBL programme’s expenditure framework; c) results framework of the
RBL programme and selection of the DLlIs;

2) Systems assessment: a) Monitoring and Evaluation (M&E) system assessment; b) fiduciary
assessment including procurement, financial management, and fraud and corruption, c)
environmental and social assessment; d) assessments of any other institutions and systems
relevant and appropriate to the RBL programme (ADB, 2017);

3) Integrated risk assessment.

The analysis unveils varying perceptions about PforR preparation timelines. According to interview
partners, preparations can take up to 1.5 years and typically take the form of a series of consultation
missions, culminating in a fact-finding mission. Some mentioned that preparations are relatively time-
intensive. One interview partner expressed the ambition: “We are trying to improve the entire
(country) programme.” Consequently, a more in-depth analysis of the situation ensues. Normal project
financing typically requires analysing the conditions around the ringfenced investment. However, for
results-based programme-based approaches the country programme and the country-systems need
to be analysed to define which aspects need improvement. The World Bank's operational data shows
that while preparing the first PforR in a country is commonly more time and effort intensive,
subsequent PforRs in the same country are on average quicker to prepare than IPF, and only slightly
longer than Development Policy Operations.
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The appraisal also leads to a different way of working with the various teams within the MDB. In the
past, the various technical experts such as E&S, procurement experts, financial management would
give targeted input, if the MDB’s own guidelines are sufficiently adhered to. Today, with the results-
based programme-based approaches, joint teams are formed and jointly enter the discussions with
the government partner regarding their country systems.

Noteworthy is the case of AFD, that has entered a formal partnership with World Bank for co-
financing PforR. AFD can co-finance PforR via its programme-based budget support. To facilitate this,
it has established an agreement with the World Bank, wherein it pays a certain (undisclosed)
percentage and can fully depend on the World Bank's appraisal and reporting processes.
Consequently, AFD can refer to World Bank appraisal results to some extent when seeking approval
from its own board for co-financing a PforR. However, AFD must still undergo internal appraisal steps
for procurement and compliance purposes.

Related to the appraisal process is also the question of whether certain prerequisites must be met
before a partner can enter into a results-based agreement. Formally, none of the peers have such
prerequisites in place — other than of course a positive appraisal outcome. Only those
partners/programmes can be subject of results-based approaches that have been appraised positively
and where measures were identified to address potential weaknesses (see also next chapter).
Moreover, there is also the question, to what extent a results-based approach is possible with new
partners. De facto, when partners are new, MDBs prefer to start with investment lending prior to
applying a results-based approach, even though that is not a formal policy. By IDB it was being stressed
that it could also be of interest to the partner to start with conventional investment lending with
regular no objections-procedures and close monitoring. “If it's so new, agencies feel a lot more
comfortable with the IDB reviewing every procurement and saying yes, this is eligible. Rather than
having the audit at the end with the result that it is not eligible as we didn't follow the right rules”
(interview).

Also, for EU budget support, there is no strict prerequisite in place. Budget support appraisal includes
the assessment of eligibility against general conditions, i.e., (1) relevant national or sector
development policy, (2) stability-oriented macroeconomic policy, (3) credible public financial
management reform programme, and (4) budget oversight and publicly available budget information.
However, even though when those are not fulfilled, budget support can still be offered with
appropriate capacity building measures and risk management frameworks. Therefore, the EC does not
demand a flawless system of public financial management. Instead of serving as an exclusion criterion,
weaknesses in public financial management are seen as a challenge to be addressed in connection with
the budget support.

Regarding risk management, peers can be roughly clustered into three groups.
1) “Reducing the risk”,

2) “Not really a risk”,
3) “Taking the risk”.
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Figure 7 shows how peers fit loosely into these four groups. At the core stands the question of how
compliance with high standards can be ensured despite potential weaknesses on the partner side.

Figure 7: Peers clustered in risk management strategies
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Source: Own illustration based on peers’ guidelines (see Annex 3) and interviews

“Reducing the risk” seem to be true for all results-based programme-based approaches. All four
MDBs exclude high-risk activities and develop strategies to deal with the remaining risks.

= Exclude high risks activities: All four MDBs exclude activities that are judged to have significant
adverse impacts on the environment as well as high-volume contracts (see box in Figure 8). “We
are picking certain sets of activities that do not have a high level of risk both in procurement and
environmental and social” (interview World Bank).

Figure 8: Elements in results-based programme-based approaches to prevent violation of safeguards
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Source: Own illustration based ADB and World Bank policies and staff guidance notes (see Annex 3)

= Strategies to deal with remaining risks: Since system improvements and institution building are at
the core of these approaches, risk assessments rather serve to identify actions needed to enhance
the systems during programme preparation and implementation. Identified necessary actions are
then included into a Programme Action Plan (PAP). PAPs list actions to develop capacity or mitigate
risks identified by the due diligence assessments of technical or institutional issues, fiduciary and
safeguard issues, gender and social inclusion, and M&E. The idea of turning potential weaknesses
(risks) into a closer follow-up was commented on by an IDB interview partner as follows: “It cannot
mean that only top-level countries can have access. No, but | think then you have to have closer
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review processes in place. Probably you wouldn't go for annual disbursements, but biannual ones.
You can have a clause that you're going to have reviews twice or three times a year just to not lose
touch with the execution so much.” Accordingly, MDBs closely follow-up on the systems-
assessments during their regular supervision missions. Figure 8 summarises how MDBs ensure that
safeguards are not violated by this strategy.

Also, the EU with FNLC and Norad fall into the category “reducing the risk”. The EU pilots FNLC in its
indirect implementation mode and therefore currently implements FNLC only with pillar-assessed
organisations. This means that the organisation had already been subject to a comprehensive risk
assessment even before the decision for a results-based approach was made. Norad on the other hand
applies a three-phase approach to first build the readiness before results-based payments are
disbursed. The approach starts with unconditional aid to build capacity, followed by conditional aid for
policy reforms and the implementation of operational plans and programmes, including the
construction of robust systems for measurement, reporting and verification. Only in the third phase,
payments for emissions reductions are disbursed. This way, Norad can build readiness in weak partners
within the first two phases or skip directly to the last phase with stronger partners (Norad, 2015b;
interview).

In the category “Not really a risk” we would see approaches where results-based activities are only
a portion or top-up. For example, in the IDB results-based grant initiatives across several countries,
measures are actually fully financed based on progress and with the normal “handholding” by IDB (e.g.,
non-objection along procurement processes and environment and social risks being subject to Bank
internal guidelines). Risks are more likely to be observed at the level of partner countries, as they may
not receive the full awards if they fail to achieve the agreed-upon results. Similarly, in IPF-PBC, World
Bank procurement, financial management and environmental and social requirements apply. And
similar to investment lending, the Borrower under IPF-PBC has a financial management system in place
capable of ensuring that funds are used for their intended purposes (World Bank guidelines).

»Taking the risk” is a strategy that we primarily associate with EU budget support. Even though the
EC has its own risk management framework it takes the liberty of making an informed decision (“at
the end of the day, we want to take that risk because we think the risk is worth taking”). It also does
not expect a certain minimum standard but is rather looking at the progress in terms of positive or
negative trends. The risk assessment [...] itself identifies five risk categories: political, developmental,
macroeconomic, public financial management and corruption/fraud risks. Where possible, the EC
makes use of existing analysis such as analysis by the International Monetary Fund. In contrast to the
MDBs'’ practice, the budget support guidelines do not foresee mandatory E&S assessments beyond the
five mentioned risk categories or any minimal E&S standards (European Commission, 2017a;
interview). In practice, however, E&S risk assessment “screenings” seem to be conducted to evaluate
if and where E&S risk assessments are necessary (European Commission, 2021b, 2017b). The screening
results can then lead to the inclusion of mandatory E&S risk assessments for specific areas into the
financing agreement (European Commission, 2021b).

For all peers, capacity building is a crucial element to enable results-based approaches. All analysed
approaches incorporate capacity building to varying degrees.

Capacity building plays a very important part in the IDB results-based grant initiatives. The initiatives
“employ a problem-driven iterative adaptation with rapid learning cycles” (IDB, 2021). More than 10%
of programme funds can be used for Technical Assistance (TA). And it turns out that the approach
worked best when individual local consultants were hired for specific thematic areas and worked
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closely with the Ministries of Health. This however also required significant management by IDB for
which additional funds were made available (interviews).

Capacity building is also a standard element of the results-based programme-based approaches.
PforR operations focus on the behavioural and institutional changes that are required to realize this
targeted improvement. This in turn achieves results and manages associated risks. Hence it is expected
that many organisations will require some level of capacity-building activities (World Bank, 2016). An
important role plays the above-mentioned Programme Action Plans. These define the appropriate
scope, measures, and intensity of capacity development and implementation support. The early
assessment of the ADB’s RBL pilot phase had the following findings: PAPs had an average of 33 actions
each. 45% consisted of measures to strengthen capacity or mitigate fiduciary and anticorruption risks.
29% consisted of technical and institutional actions to support programme implementation. 14% of
actions were dedicated to gender and social inclusion (ADB, 2017).

MDBs resort to different strategies for financial resources to finance capacity building. ADB and IDB
have separate grant-based funding sources that can be processed at the same time as the loan. World
Bank sometimes resorts to a solution where a PforR is combined with a smaller IPF component out of
which programme management and technical assistance is provided. However, the IPF component
cannot be more than 10-20% of the total funding. In practice, this PforR-IPF mix allowed projects to
succeed that had previously failed as a pure PforR. However, combining the advantages of both
instruments also comes with an increased workload in the appraisal as World Bank policies apply to
the IPF-component (interview).
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Table 2: Peer overview project cycle

Kikenshoner and Thoma

Category World Bank

Any Not formally, but Not formally, but Government

prerequisites to preferred to know risks & previous  ownership, capacity; Office of

criteria, but can be

BMGF

LBR: High institutional BS: 4 eligibility

FCDO

Not formally, in
practice many

REDD+: national
development

No (handled by
World Bank)

investment loan

for an urgent
operationina
country already
receiving budget
support (with fast-
track procedures) up
to 2 years,ina
country new to
budget support,
where meeting
eligibility criteria
takes time and these
are subject to several
factors, sometimes
exogenous.

FNLC: 1 year

be in place? clients from experience with  programme’s Institutional Integrity achieved via TA; considerations bank or fund to
investment partner relevance and does risk analysis &  central bank (risk taking ability, reinvest REDD+
lending considered systems readiness can advise against LBR FNLC: Can be applied .. payments
RBGI: Regular process to any grant in direct,
for investment loans shared and indirect
management modes.
No eligibility criteria
required by EU
Financial Regulation
Typical duration 1-1.5 years Shorter than ? LBR: 0.5- 1.5 year BS: Depending on n/a ? Handled by World ?
of preparation preparing RBGI: 9 months type, from 2 months Bank (in case of

PforR)
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carried out?

annual reviews

Which appraisal Technical Technical Assessments of  LBR:investment loan BS: Assessment of n/a Normal appraisal In case of PforR  Appraisal of
procedures? assessment, assessment, programme and  appraisal & systems, public policies, procedures relies on World ~ country’s financial
systems systems its systems programme, ToC macro-economy, Bank appraisal; institutions with
assessment and  assessment and including RBGI: no default PFM, oversight of plus procurement respect to
risk assessment  risk assessment  technical, procedure budget and compliance  fiduciary, financial
fiduciary and E&S FNCL: No specific by AF) and E&S
appraisal. The standards
partner is responsible
for accurate
reporting on and
providing proof for
results achieved
At what stage During project During fact- During project  During project BS: Identification n/a In early Handled by World Appraisal phase
are risk preparation finding (=project preparation preparation stage programme stage; Bank (in case of
assessments preparation) FNLC: Design stage updates within PforR)

How are Actions identified Actions identified PAP LBR: Action Plan & BS: Risk mgt. n/a Capacity building Handled by World General: Safe-
identified risks  in PAP, updates of in PAP and regular annual supervision framework measures for risk Bank (in case of  guard clauses in
addressed risk assessments updates of risk plans review risk to  (RMF), policy management PforR) financing
during & of PAP every 6 assessments & of inform mitigation dialogue, TA; agreement
implementation? months PAP measures; FNLC:
RBGI: TA Depends on
type of risk,
sector and
country.
What kind of Capacity building Capacity Capacity Building LBR: Training as BS: Based on Setting up M&E  Capacity building Dedicated TAto  Building REDD+
TA? to address needs development &  to strengthen specified in Action needs, can be data collection for risk mitigation support readiness, incl.
as defined in PAP support to gapsin systems  Plan derived from systems, results- measures achievement of  systems for
programme (e.g., E&S, RBGI: tailored to Risk Mgt. based mgt. DLIs, or pure co- measurement,
implementation  procurement) requests of the Framework; routines financing PforR  reporting and
country FNLC: not verification
required
How close is Supervision Supervision Periodic LBR: Continuous BS: Constant n/a Monitoring Handled by World Relies on national
implementation mission every six mission every six supervision monitoring monitoring by systems & regular Bank (in case of  monitoring
monitored? months months missions, fiduciary RBGI: Close implementing reviews very PforR) systems;
reviews, dialogue monitoring partners and important supervision in
with Gov't EC; FNLC: financial
distant as institutions

21




Results-Based Financing Peer Analysis

Kikenshoner and Thoma

UNs
implement

Source: Peers’ guidelines (see Annex 3) and interviews
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Typical design features in comparison

This chapter categorises the approaches of KfW’s peers based on typical design features. For results-
based financing instruments design possibilities primarily revolve around the six aspects as depicted
in Figure 9. Accordingly, our roughly 20 analysis questions were organised around these six aspects.
We have summarised the related findings in three parts:

1) Design features centred around how results are being defined, costed and verified (see Table 3)
2) Design features centred around payments (see Table 4)

3) Design features centred around contracts (see Table 5)

Figure 9: Six design features

Price structure Results verification
How much to pay for When, how and by whom
the results and how are data collected to

to define this? verify results?

Payment mode
How often are payments
done to best strike a
balance between donors’
transaction costs and
liquidity requirements on
the partner side?

Is the whole or only part of
the program results-based?

Results-metrices

How ambitious ) !
are results - eg. T(? what gxtend is
impact, outcome, flexibility given to the

output or par;ner side regard;ng
processes? _ implementation?

Source: Own illustration based on KfW, 2023

4.1 Results

Ambition level

While all peers stated that it is desirable to formulate DLIs at outcome level, only IDB and Norad
fully commit to it. In its REDD+ payments Norad has only one DLI (‘reduced number of tons of CO2
emissions’). IDB, too, only allows outcome-level indicators, except for capacity building measures, and
typically limits these to five. The IDB board is quite strictly looking into the quality of indicators. An
interview partner from IDB mentioned that she had to revise an indicator that was perceived as to be
only “output plus”. It also seems that due to the clear outcome orientation, IDB and its partner
countries have profound Theory of Change (ToC) discussions. By contrast, in IDB’s investment-based
lending ToCs are rather formal requirements. Interestingly, despite their outcome DLIs the IDB LBRs
are at the same time disbursing comparatively fast, i.e., in 3-4 years compared to 5-6 years for
investment-based loans (interviews).
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Figure 10: Ambition level of results metrics
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At the other end of the spectrum is the EU with Financing Not Linked to Costs. FNLC in its pilot phase
is focusing on outputs even though outcome-level might come into play in the future. For the pilot,
the EC, in collaboration with UNICEF and UNDP, chose results at the output-level, as only those DLI are
considered to be within the control of the implementing partners (interview).

All other peers are using a mix of result metrics, typically ranging from activity/processes to outputs
and outcomes. The negotiation process of selecting and evaluating DLIs (see below) was referred to
by several interview partners as “an art not a science”. It is possible that those actions, processes,
outputs etc. are selected whose lack of achievement would put the implementation at risk. “If there is
no financing attached, very often these conditions that we may have in our documents then somewhat
become paper tigers when it comes to implementation” (interview).

= ADB: According to its RBL manual “DLls include outcomes, outputs, processes, institutional
indicators, or financing indicators that are key actions to address specific risks or constraints to
achieving development results. They may also be actions or process results that are essential for
strengthening RBL programme performance, such as actions to improve fiduciary risk management,
social and environmental systems, and M&E” (ADB, 2021). ADB nowadays tries to include at least
two outcome indicators even though this is not a strict policy.

=  World Bank: Similarly for World Bank, there is no clear guidance regarding which of the indicators
from the results framework and the PAP should become DLIs. Experience shows that around 90-
95% of the DLIs targets come directly from the results framework. About 5-10 % of DLIs stem from
the programme action plan when a specific aspect, such as fiduciary system strengthening, holds
significant importance in attaining the broader development objective, warranting its inclusion as
DLI. Among the DLIs from the results framework, there are usually three or four indicators to
directly monitor if objectives of the project are being achieved. Then there are DLIs that measure
more the intermediate steps towards those objectives. And teams are encouraged to have at least
one DLI at outcome level (interview).

Pricing the DLIs

Regarding the funding that is allocated to the individual DLIs, most of the peers follow a similar logic.
Mostly, pricing of a DLI is not based on the true cost associated with achieving that specific DLI (“We
are disconnecting it from the cost”, interview World Bank). Instead, funding per DLI is typically
proportional to the DLI’s contribution to the overall programme objective or its incentive need
compared to other “lower hanging fruits”. Under IPF-PBC the congruence is closer to the cost, i.e.,
each PBC is backed by expenditures from an activity required to achieve it or a closely related activity
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(World Bank, 2020b). Nevertheless, there does not have to be a one-to-one relationship between real
cost and PBC pricing, and one of the specific flexibilities of PBCs is that it can associate a larger amount
of project expenditures to increase the incentive to achieve the targeted outcome, e.g., by tying a
significant amount of investment expenditures to the achievement of a regulatory reform that will
improve the sustainability of impact of those investments (interview). In EU budget support, the EC
additionally brings in the aspect of associated risk. A DLI that is relevant, challenging, and likely
achievable will have larger amounts of money associated to it than those that are relevant but risky
(interview).

A somewhat different approach is pursued only by EC’s FNLC and IDB’s LBR. In FNLC-pilots the pricing
of the DLIs was based on the implementing partners’ previous experience with how much it had cost
them in the past to achieve these results. The IDB, too, bases its LBR DLI pricing on the estimated cost
of achieving the corresponding DLI. The cost estimates are then also presented as part of the loan
proposal package.

The prevailing trend among peers is to conduct independent verification of results before initiating
payments. However, achieving true independence is not always straight-forward, and in some
instances, it has been a learning experience.

= The 2017 evaluation of the ADB pilot phase showed that initially independency wasn’t always
adhered to. Often, TA consultants were simultaneously engaged in building client capacity and in
verification. Also, ADB relied on having results validated by the implementing agencies themselves.
Both procedures created conflicts of interest and were consequently corrected (ADB, 2017;
interview). Now, verification is to be undertaken by a government or by a third-party verification
agent that is independent of the implementing agency. A similar rule is used in IDB’s LBR.

=  World Bank has similar rules but also makes exemptions in terms of verification for IPF-PBC.
World Bank states that verification mechanisms are usually independent of the implementing
agency and may use private sector or nongovernmental entities as well as government bodies.
However, when PBC targets are ready to be examined (e.g., content of laws, strategy documents),
verification by the implementing agency may be acceptable, subject to the usual validation by the
World Bank of all verified results presented by the Borrower (World Bank guidelines).

= Regarding EU budget support, results for variable tranche indicators are derived from the overall
policy review process. However, the results are subject to the Delegation's evaluation of the
information's accuracy. Consequently, the EC's decision can lead to changes in the disbursement
amount based on the review's findings.

When it comes to verification methods, most peers opt for straightforward observational
approaches. However, we also came across more innovative observational methods, such as the
following:

= Regarding the IDB grant-based initiatives, verification was based on household surveys, medical
record reviews and provider surveys. Additionally, the results achievement was even compared to
“no-SMI” control groups to be able to quantitively prove improvements compared to business-as-
usual scenarios (IDB, 2021).

= FCDO experimented with decentralized results verification, e.g., via tracking tools where
beneficiaries had a role in rating the ministries via a scorecard on the web portal. The rating then
determined the levels of payment to those ministries (DFID, 2014).
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Table 3: Peer overview design features — results
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Category World Bank ADB AfDB [b]:) EC BMGF FCDO AFD Norad
Which results PforR & IPF-PBC: Initially rather Infrastructure (& LBR: mostly not  BS: Policiesand  Quantifiable data, Rather Infrastructure & Reduced CO2
targeted: goods,  all possible but in infrastructure but reforms?) infrastructure investments so no policies or  investments, reforms emission in
infrastructure, practice rather now tendency to RBGI: health FNLC: No policies reforms little/no policies (depending on REDD+
reforms? reforms policy systems & health or reforms PforR)
services, no
policies
Results typically at PforR & IPF-PBC: All, but at least 2 Output and at LBR & RBGI: Only Output to n/a Process to ? REDD+: Outcome
which level? All levels, but outcomes least 50% at outcome, except outcome impact, often
often output outcome level for inst. capacity output &
outcome
How many DLIs?  PforR: 10-12 10-12 5-8 (in two LBR: 4-5 BS: 3-10 n/a 5 10-12 (as PforR) 1 (REDD+)
IPF-PBC: 3-5 examples) RBGI: 8-11 FNLC: 3-6 (in the
initial pilots)
Portion of funding PforR: 100% 100% 100% LBR: 100% BS: 100% n/a -100% 100% (as in PforR) 100%
tied to results? IPF-PBC: 0-100% RBGI: 25% of FNLC: 1/3 (in the
programme costs 2 pilots)
How ‘price tag’ of PforR: depending Depending on ? LBR: estimated BS: no rule, n/a Costs & incentive Depending on REDD+: value of
DLI decided? on incentive need incentive need cost of achieving considerations on need & more incentive need avoided ton CO2
and importance  and importance the relevance, (general pricing  and importance  with a higher
for overall for overall corresponding difficulty, risk procedure) for overall reward for
objective; IPF- objective target RBGI: 50% FNLC: based on objective (asin  countries fulfilling
PBC: closer to of own associated cost PforR) specific standards
associated cost of contribution
DLI
How results Independently Mostly Independent LBR: independent BS: usually n/a Often Handled by World REDD+: Satellite
verified? (consultants, independently verification verification within country-internal; independent Bank (in case of measurements
NGO, non- (consultants, though the government  sometimes verification PforR)
implementing NGO, non- independent or by an external independent
goVv't institution); implementing government entity FNLC: usually
IPB-PBC: not gov'tinstitution) agencies, third-  RBGI: external independent
necessarily party entities verification verification
independent

Source: Peers’ guidelines (see Annex 3) and interviews
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Prefinancing is the norm rather than the exception among peers. All peers either have regulations
that allow for prefinancing, or the results-based approach is designed in a way that prefinancing is not
necessary.

The four MDBs have very similar prefinancing arrangements. There are primarily two approaches.

1) Advance financing which can be up to 25% (only IDB: 20%) of the total amount.

2) Prior results can be financed with up to 25% (WB, AfDB), 20% (ADB), 15% (IDB) of total
disbursements. Prior results are the DLIs met by the Borrower between the date of the concept
review and the date of the legal agreement for the financing (World Bank, 2020a), for IDB between
the approval of the Project Profile and loan eligibility, i.e., when prior conditions in the contract
have been met. Sometimes these are very transaction oriented DLIs e.g., “Bidding documents for
consultancy firm completed”, “Feasibility study completed” (ADB example).

3) The combined amount of financing referred to above may not exceed 30% of the Loan amount.

We have found that the MDBs frequently make use of the prefinancing option. According to the
World Bank, a significant number of its clients encounter fiscal and liquidity constraints, leading to a
need for financing. Based on an educated guess, approximately 50% of PforR programmes utilize the
advance payment option, with the range possibly extending from 50% to 60%. Consequently,
prefinancing is a common practice but not universally applicable in every case. Once disbursed
prefinancing has been equated by the appropriately achieved DLls, another tranche of prefinancing
can be given out to allow for continuous liquidity with a rolling advance around 30% (interview).

The EC employs two distinct strategies to address the issue. In the EU budget support, both fixed and
variable tranches are disbursed ex-post and upon evidenced results. There is thus no classical form of
prefinancing available, though the deliberately predictable design of the fixed tranche does offer some
planning security to the partner country and the EC. If progress is evidenced overall and assessed as
satisfactory holistically, the fixed tranche can be paid. Avoiding major slippage in policy/reform
implementation gives comfort to the country that it will receive the fixed tranche (and the amount
won't vary). In the current FNLC pilots, on the other hand, the EC provides full prefinancing of results,
covering 100% of the amount estimated to be achieved in the respective year.

The expenditure framework serves as the primary tool for results-based programme-based
approaches, enabling expenditure tracking. “The expenditure framework defines the cost of the
results-based programme and serves as the basis for the financial audit.” (IDB, 2023) During
preparation of the loan, it is being assessed “whether expenditure levels devoted to the Programme
are adequate for the achievement of intended results” (World Bank, 2012). And ADB mentioned in this
regard: “We still have the expenditure framework, we still need to know how much the whole
programme will cost. But within that programme, we have allocations that can incentivize reforms
disconnected from their individual cost”.

Expenditure tracking and payment for results function as a dual system within the results-based
programme-based approaches. MDBs operate in two ways: 1) Once DLIs have been met, they provide
a check to the treasury without specifying its use. 2) The MDBs require partners to document the
incurred expenditures for the defined programme (PforR, RBL, LBR, etc.). Partners must demonstrate
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that they have spent the planned amount, e.g., USD 300 million, on agreed activities, regardless of
whether the amount is funded by the MDB or from their own resources. While the MDBs do not track
the dollars to specific expenditures, they do expect partners to fulfil their financial commitments to
achieve the programme outcomes. This two-pronged approach ensures transparency and
accountability while enabling flexibility in the use of funds. Furthermore, expenditure tracking is much
broader than within investment financing since the dissociation of DLI pricing from costs is maintained
during the expenditure tracking. The total sum of expenditures for the programme must be at least as
high as the total disbursement but allocation to individual DLIs is not necessary, i.e., achieving a USD
10 million DLI could have really only cost USD 1 million, and vice versa (interview).

In all results-based programme-based approaches and IPF-PBC, premiums are explicitly not possible.
A premium is an otherwise common incentive for results-based approaches to allow partners to
achieve results with lower actual expenditure than the payment they receive. Within the results-based
programme-based approaches this is not possible. This is because the total payment for the
programme cannot exceed its costs (note that this refers to the programme costs associated with the
MDB programme share, e.g., the costs for the PforR-programme within the overall government
programme), (World Bank, 2022b). This is a formal constraint applied by the MDBs to avoid financing
unrealized outputs (interview IDB). Both PforR and IPF-PBC follow the principle that the World Bank
does not provide financing beyond the expenditure required to achieve the full set of supported
results. Hence, a country would need to repay the amount by which the expenditures remained below
the total donor disbursements. Based on our interviews, repayment occurs very rarely, mainly linked
to currency rate fluctuations. In most cases, DLIs would be adjusted ex-post to accommodate
additional costs and align with expenditures.

Paying a premium is technically feasible for both EC results-based approaches; however, it does not
seem to be actively pursued as a deliberate strategy. The European Commission does not mandate
expenditure tracking in budget support or FNLC, which means that partners may be able to obtain
these premiums. “What they [the partners] do is, ex ante, we check the results, and we pay ex-post.
So, there is no point tracking the money” (interview). However, it is worth noting that this approach
of allowing profit was briefly mentioned but not explicitly described as a strategy in the relevant
guidelines or in the interviews conducted with EC representatives.

In results-based programme-based approaches, the underlying government programme also plays
a crucial role. The MDB's programme expenditure (e.g., PforR) typically covers only a portion of the
government programme, usually ranging from 20% to 40% for the World Bank. This approach ensures
government ownership and financial contribution. Striking a balance, World Bank aims for meaningful
influence by enhancing results without fully financing the programme (interview).

The level of additionality in results-based programmes varies by underlying government
programme, depending on specific situations and circumstances. For instance, the World Bank may
step in and provide financial incentives when it can enhance results beyond what the government can
achieve independently. Despite money being fungible and allowing governments to allocate freed-up
funds to other areas without necessarily increasing spending on the programme, the World Bank's
intervention often creates additional value, such as improved country systems, justifying the lack of
immediate additionality. This scenario is less common in lower-income countries, where additionality
is typically automatically fulfilled due to their reliance on donor contributions to meet their budget
aspirations. In conclusion, the level of additionality is contingent on the fiscal circumstances of the
partner country and the added value of the MDB in enhancing the achieved results (interview).
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Partial disbursements

Most of the peers use scalable DLIs and allow for partial disbursements. Typically, targets of results
indicators for DLIs are dispersed over the life of the programme, with disbursements earmarked
against the targets for each indicator. However, recognising that the pace of implementation may vary
from the planned schedule, DLIs can also be designed with a provision for partial disbursements. This
allows adjustment on a pro-rata basis for over- or underachievement of targets. For example,
disbursement could occur after (i) a certain number of DLIs have been met, (ii) a set of particularly
important DLIs have been met, or (iii) a certain percentage has been met (interviews; ADB, 2019, World
Bank 2020a). IDB that originally applied pass/fail DLIs in the results-based grant initiatives mentioned
that partial disbursements are essential to keep motivation high when recipients slightly miss the
target. Consequently, IDB integrated partial disbursement in the LBR design. Within EU budget support
both partial and non-partial disbursements exist: The fixed tranche is called this way because the
amount is ‘fixed’ (it’s disbursed fully or not at all) while the variable tranche allows partial
disbursement depending on achievement of indicators.
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Table 4: Peer overview design features — payments

Kikenshoner and Thoma

expenditures that
occurred prior to
signing the agreement

advance financing & for of 30%

prefinancing

sum of 30%
prefinancing

prefinancing;
RBGI: not necessary
since activities fully

FNLC: Yes, even
100%

Category World Bank ADB AfDB [b]:) EC BMGF FCDO AFD Norad
More or less PforR: less less less LBR: less BS: No rule, profit  n/a ? Less (as REDD+: independent
paid than IPF-PBC: less RBGI: more: all RBF  allowed PforR) from costs (benefit
overall cost? payments are an FNLC: No rule, profit possible)
“award” on top of allowed
financed activities
Overall PforR & IPC-PBC: yes Yes Yes LBR: Yes BS: No n/a No Yes Yes (use by Financial
expenditures RBGI: Yes FNLC: No Institution)
tracked?
Frequency of PforR & IPF-PBC: when Likely annual Likely annual  LBR: Not defined, but BS: Country’s budget n/a Annual Annual Annual
payments DLIs are met in practice (bi-) cycle (usually
annual annually)
RBGI: at the end of ~ FNLC: Annually
each phase, every 18-
24 months
Partial PforR & IPF-PBC: Yes Yes Yes LBR: yes BS: Yes n/a Yes Yes (as Partial payment &:
disbursement? RBGI: limited (either FNLC: Yes. (“[...] the PforR) maximum payment
100% or 50%) authorising officer possible
responsible may
reduce the
contribution
proportionally if the
results have been
achieved poorly,
partially or late
[...].”) Source: EU
Financial
Regulations
Prefinancing PforR: 25% advance 25% advance  25% advance LBR: yes, 20% BS: not formally, but n/a Yes (prior results Revolving REDD+: No formal
financing financing & 25% financing & financing plus advance financing & fixed tranche not required and budget prefinancing, but
possible? financing prior-results ~ 20% financing  25% financing 15% financing of disbursement can be no limit of advances phases 1 and 2 build
up to a total sum of 30% prior-results up of prior results prior resultsuptoa increased (0-100%, prefinancing possible readiness for REDD+
prefinancing; IPF-PBC:  to a total sum uptoatotal total sum of 30% on average 50%) share) payments
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financed progress-
based

Source: Peers’ guidelines (see Annex 3) and interviews
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Literature on results-based approaches emphasizes the significance of contract flexibility. Since the
recipients (the "agent") is accountable for achieving results autonomously and bearing associated
risks, they need the freedom to adopt strategies that lead to the best outcomes. However, some
results-based contracts restrict this flexibility by prescribing specific activities, which can hinder the
achievement of better results. These rigidities may stem from the funder’s institutional, legal, and
political conditions, making flexible contracts and relinquishing control challenging (Instiglio, 2018).

Among KfW’s peers there is a high degree of contract flexibility regarding the agreed results.
Especially the four MDBs, but also the EC in EU budget support, can adjust the quantification of DLIs
or even change their contents. For instance, when project goals are achieved earlier than expected,
i.e., were achieved at lower cost than the total allocated disbursement amounts, DLI targets can be
increased to avoid the reimbursement of unused funds (see previous chapter). In addition, DLIs can be
redesigned or changed during implementation. However, this requires mutual agreement between
the government and the funder. Policy changes or shifts in priorities may lead to adjustments, and
additional DLIs can be added, if necessary. “You don't want to completely unpack it, that would be
unfortunate. But say if a new government says, this is more important to us than that, we can also add
things” (interview).

There is also a high degree of contract flexibility in the sense of not “conditioning” the use of
disbursed funds. In case of EU budget support and results-based programme-based approaches of
MDBs, the only "condition" is that funds are used in line with the general conditions (EU) or the
assessed country systems (MDBs). In addition, funds from EU budget support have to be budgeted and
accounted for as government revenue (grant) to promote domestic accountability. Required evidence
includes the conversion into the national currency and crediting of the central treasury account at
Central Bank. In case of the MDBs, audits at the end of the fiscal year evaluate whether funds have
been used as agreed for the country programme and in line with country systems. Beyond that there
is no specification on how to achieve the results.

Corrective remedies are however specified in legal documents to address potential issues. The ADB
RBL policy states for example that “depending on the nature, scale, and frequency of performance
problems and the DMC’s [partner’s] response to problems, ADB will adopt appropriate measures to
address them”. Reasonable assurances in using country systems are based on the recognition that
even robust systems have varying quality of transactions. Thus, ADB’s response distinguishes between
systematic issues and ad hoc variations. Also, a distinction is being made between a partner’s action
and inaction in addressing performance problems (ADB, 2019).

All MDBs have established remedies to address safeguard violations, yet there have been only very
rare cases of their application. As for ADB, standard remedies under the loan regulations and loan
agreements include suspension of loans, cancellation of loans, or acceleration of maturity for funds
already provided (ADB, 2019). In practice, no safeguard violation has been reported in connection with
RBL so far which may be due to the exclusion of high-risk activities from RBL beforehand (interview
ADB). Similarly, World Bank and IDB can reduce or fully withhold the performance incentive if
safeguards are violated. IDB interview partners were also not aware of any instances where these
remedies were used. Only World Bank mentioned very rare cases of suspension of disbursements,
which seems reasonable considering the total much higher number of PforR operations compared to
RBL and LBR.
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A particular case concerns the REDD+ payments from Norad, which are somewhat less flexible.
Norad disburses the payments only to financial intermediaries, and further discussions with the
government determine the utilisation of these funds. In the case of Brazil, the payments are made via
the Brazilian Development Bank as Fund manager for the Amazon Fund. This is a conventional
development funding mechanism that targets forest-related projects. These include the reduction of
deforestation, biodiversity preservation, ecosystem services, and sustainable development for forest
dwellers. In its role as a donor, Norad is informed about the utilisation of REDD+ payments within the
projects of the Amazon Fund on an annual basis, which forms a closer connection to the use of funds
than observed with the other peers (interview).
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Table 5: Peer overview design features — contract flexibility

Category World Bank ADB AfDB IDB EC BMGF FCDO AFD Norad
Is there flexibility PforR & IPF-PBC: Yes Yes LBR & RBGI: Yes  BS: Only limited n/a Little? (DLI ? REDD+: no
regarding agreed Yes ENLC: No changes do not
results? seem possible)
Conditioning of PforR & IPF-PBC: Yes (for overall Yes (for overall LBR: yes (for BS: No, n/a Sometimes Yes, funds have to REDD+: earmarking
use of funds? yes (for overall programme) programme) overall sometimes be earmarked and to a use determined
programme) programme) additionality tracked by the country,
RBGI: earmarked requirement often going to
to the health FNLC: No related topics
sector
Pre-agreed PforR: Yes Yes Yes LBR: yes BS: No n/a ? Yes REDD+: no
expenditure IPF-PBC: yes RBGI: not for the FNLC: No
framework? results-based part
Requirements for n/a n/a n/a LBR & RBGI: BS: No n/a No n/a REDD+: payments to
re-investment of negative list of ENLC: No be spent in line with
funds? excluded the objectives &
activities, e.g., regulations of the
weapons Financial
Intermediary
Typical delivery In line with In line with In line with LBR & RGBI: In BS: No n/a ? Not beyond REDD+: when E&S
prescriptions, e.g. assessed country assessed country assessed country line with assessed FNLC: No compliance & safeguards violated
regarding E&S? systems, systems, systems, country systems, procurement countries are
otherwise otherwise otherwise otherwise rules (otherwise  encouraged to use
corrective corrective corrective corrective follow World their own grievance
remedies remedies remedies remedies Bank mechanisms
requirements)
Source: Peers’ guidelines (see Annex 3) and interviews
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Lessons learned

During our interviews, KfW’s peers generously shared their valuable insights and lessons learned.
We asked about success factors for results-based approaches and inquired about recommendations
for KfW’s results-based activities. The responses are categorised into the following overarching
questions.

1) What factors contributed to the remarkable effectiveness of the results-based approaches?

2) In what ways did the implementation of results-based strategies impact ownership among partners
in the process?

3) How was the necessary buy-in for results-based initiatives be achieved in their own institution?

4) Were there any unintended effects or instances where the pursuit of results-based approaches led
to lower quality?

5.1 Effectiveness

Among the numerous interviews, conversations with IDB particularly stood out due to the
overwhelming enthusiasm displayed by the interview partners (a total of six interviews). The success
and experience garnered from the two regional grant-based initiatives played a pivotal role in fostering
extensive learning and cultivating a highly positive perception of results-based approaches in IDB. IDB
has been incorporating these positive lessons into their loans based on results and even into the
“normal” investment lending. Consequently, this learning process resulted in a particularly
comprehensive reflection on the reasons underlying the effectiveness of results-based approaches.
The following interlinked points appeared however in similar ways in the interviews with other peers.

Shift in mindset and conversation: Results-based approaches bring about a transformative shift in
focus from processes to results. Rather than solely funding specific projects, these approaches
prioritize setting clear targets and working backward to achieve outcome-level results. This encourages
problem-solving and collaborative efforts among stakeholders to address underlying issues and
achieve desired outcomes. For instance, rather than funding a school or a bridge, the emphasis is on
identifying and addressing core issues, such as improving student learning outcomes or healthcare
coverage and quality. This “cultural shift” requires altering the conversation to concentrate on
problem-solving rather than merely funding activities. IDB mentioned that due to this experience
“even in traditional investment loans where inputs are funded, the conversation changes to focus on
the journey from point A to point B and what's required to achieve the desired outcomes.” And ADB
expressed it in a very similar way: “RBL programs compel everyone to focus more squarely on defining
and achieving results, which is a prerequisite for successful RBL implementation” and “...it points to
important contributions from the “mindset change” of RBL stakeholders as they shift from thinking
about inputs and transactions to thinking about results and systems” (ADB, 2017; interviews).

Financial incentives are not the sole driver: Several peers made the case that the effectiveness
associated with results-based financing is not primarily driven by financial rewards. Instead, factors
such as enhanced accountability, discretion in decision-making, and heightened attention to results
are identified as key contributors to the success of results-based approaches. As an example, reference
was made to DLIs that weigh just 180,000 USD each. “As such, the money per se doesn’t represent the
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incentive; but the increased attention to the results sought, and the forced coordination of a unifying
results framework, makes us all focus on what actually matters” (Holland & Wright, 2016; interviews).

Understanding the "Black Box": Results-based approaches also prompt a comprehensive examination
of the operational issues in the middle, often referred to as the "black box of service delivery". This
includes management practices, organisational culture, procedures, motivation, individual needs, and
values. This means that while the focus shifts to outcomes, it also comes more into focus what is
required to achieve the desired outcomes. As an example, IDB observed impressive outcomes when
individuals at each of the 1000+ health facilities in Northern Colombia worked together, incorporating
local data, and planning jointly with healthcare professionals and community health personnel to
achieve the defined outcomes. This active involvement resulted in continuous improvements,
extending beyond mere reporting. IDB is committed to include this lesson in its investment-based
projects. “We now incorporate concrete targets early on to ensure a seamless chain of effects, placing
emphasis on strategic management practices, coaching, mentoring, quality improvement, and data
utilisation from the outset” (interviews).

Enhancing effectiveness through transparency and accountability: Transparency and accountability
are crucial elements to enhance verification and improve the quality of results in projects. Public
reporting can be a powerful tool to incentivize better performance and has been proven to strengthen
incentives. However, the use of vague DLIs can lead to challenges in interpreting achievement targets,
making disbursement requests more complex and less objective (European Court of Auditors, 2019;
DFID, n.d.).

Enabling systems improvement: One interview partner captured the essence, stating, "if you want to
support vertical issues, you can have results in two years. But that is not going to be sustainable."
Results-based approaches, on the other hand, foster systemic improvements and consider the "big
picture”. These approaches prioritize elements such as system integration, readiness, and service
delivery implementation, leading to lasting and transformative effects. Also, results-based approaches
make improved systems applicable across various sectors. This is especially true in governance, health,
and education where success stories are plentiful. It may be less true in “hard” infrastructure sectors
like transport and energy. Nevertheless, the potential for systemic improvement underscores the
relevance and value of results-based approaches in all sectors (interviews).

Enhancing sustainability: Enhanced country systems lead to more sustainability. For World Bank
results-based approaches make a substantial difference for the government institutions which manage
the financing. Notably, the initiatives offer the advantage of capacity building by elevating internal
systems closer to international standards. Moreover, their sustainability is enhanced when further
programmes phases are financed with the country’s own financing based on the same (improved)
systems (interviews.)

Time horizon for results: Results-based approaches promise faster and more impactful results
compared to traditional approaches. However, it is crucial to recognize that achieving meaningful and
sustainable outcomes still necessitates an appropriate timeframe. Setting targets for an extended
period, such as eight years, allows for a comprehensive understanding of the journey towards the
ultimate goal. This approach acknowledges that significant change may take time and requires
consistent effort over the years (interviews).

In conclusion, results-based approaches have proven effective in driving positive change and
achieving desired outcomes. Their focus on results, process improvement, and systems enhancement
ensures sustained impact and sets the stage for transformative development in various sectors. While
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the journey to success may require time and effort, the potential for lasting change makes results-
based approaches a valuable tool in driving progress and development.

Growing demand for programme-based approaches reflects strong country ownership. All three
interviewed MDBs reported a high demand for PforR, RBL, LBR from partner countries. And there is a
noticeable and robust growth of this instrument across all MDBs. The popularity of PforR among
partner countries primarily stems from its unique feature of allowing the utilisation of their own
country systems. This indicates a strong sense of ownership and commitment from the countries
towards the programme. Overall, interview partners mentioned numerous advantages that enhance
a country's ownership and commitment to achieving targeted outcomes.

Focus on results leads to ownership: Results-based approaches helped focus the attention of policy
makers and practitioners on the need to achieve results. While this is not the primary objectives, it is
encouraging a spirit of enquiry, a willingness to learn, openness to trying new approaches and,
ultimately, a greater sense of ownership of the progress achieved (ADB, 2017).

Incorporation of results-based approaches in national and subnational processes: By tying national
funding to results, there is a higher probability of disseminating results-based practices to lower
governmental or service provider levels. Even in cases where donor agencies did not demand the
propagation of results-based incentives, it was commonly observed that national targets were
translated to local levels. This results-oriented approach in national budgets, accountability
mechanisms, and monitoring and evaluation (M&E) systems could potentially enhance country
ownership in the long run (interviews).

Valued external evaluation: The external evaluation of DLIs provides countries with a realistic
assessment of their progress and enables them to identify areas for improvement. This in turn
empowers the countries to adapt their measurement mechanisms and align them with the results-
based framework, fostering a stronger sense of ownership over the outcomes (interviews).

Reputational incentive and uniform targets: Regional discussions among countries with similar targets
and indicators foster a sense of unity and competition, encouraging them to strive for better outcomes
and take ownership of their actions to achieve the shared goals. This was observed in the IDB regional
initiatives, but also by the authors in a country-based PforR where 50 local governments had uniform
targets and entered a friendly competition (interviews).

Few non-negotiable rules: Results-based approaches emphasize limited non-negotiable rules,
granting countries more flexibility in designing and implementing programmes. This aligns with
country-specific needs and preferences, promoting ownership by central departments, the Ministry of
Finance, and the Prime Minister's Office (interviews).

Fewer “unsustainable islands” (i.e., projects): World Bank views results-based approaches as a
solution to the issue of investment projects becoming “isolated” entities with Programme
Management Units within the government. By working with existing government programmes and
improving their rules and procedures, results-based programmes ensure sustainable progress even
after project completion, promoting increased ownership.

Faster buy-in from finance ministries: World Bank mentioned that finance ministries often grasp the
concept of results-based approaches quickly, appreciating the direct linkage between budget
allocation and expected service delivery. This rapid understanding leads to enhanced ownership and
support for the sectoral reforms (see next point). The ADB made similar findings for their RBLs, namely
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that “the focus on DLIs enables the Ministry of Finance to hold implementing agencies accountable for
delivering results - injecting intergovernmental accountability. In Nepal and the Philippines, Ministry
of Finance representatives said their RBL programs had provided them with an instrument with which
to monitor the effectiveness of the entire program. Moreover, results monitoring covers the entire
RBL program, providing much greater oversight than in traditional investment projects. All the
evaluation missions found that staff at ministries of finance were very familiar with the progress of the
RBL programs” (ADB, 2017).

Encouraging sectoral reforms: Results-based initiatives stimulate the Ministry of Finance to think
about sectoral reform issues more deeply, leading to broader engagement and ownership across
government entities. However, since funding goes to the Ministry of Finance it can pose challenges for
the other ministries to fully embrace results-based approaches. Therefore, the World Bank likes to
attach small IPF-components for programme management support and TA which can then directly
channel funding to other ministries (interviews).

Building internal buy-in for results-based approaches demands a combination of leadership support,
knowledge sharing, capacity building, and effective communication. The interview partners pointed
to various factors that facilitated obtaining the necessary organisational support to promote results-
based approaches.

Leadership belief and endurance: “You do need someone who believes in this idea in an organisation”
(interview). The buy-in process begins with having someone in a management position who strongly
believes in the idea of results-based approaches. This person's persistence and commitment are vital
in navigating the challenges that may arise in gaining internal support (interviews).

Knowledge sharing and learning curve: Implementing results-based approaches can involve a steep
learning curve, especially when the instrument is relatively new in the organisation. IDB mentioned
that it took them about nine years to internalize the knowledge. However, over time it “became an
easier mechanism”, leading to increased adoption (interviews).

Centralized support: Initially, a central person or team may support the implementation of results-
based approaches across projects. However, as the number of projects increases, it becomes essential
to find scalable and sustainable solutions (interviews).

Communication and collaboration: Ensuring buy-in from various departments in the organisation,
such as procurement, environmental and financial management, requires effective communication
and collaboration. Engaging in structured training programmes with other development partners can
be beneficial in building consensus (interviews).

Co-financing and external collaboration: Co-financing with other organisations that have experience
with results-based approaches can build confidence and serve as a supportive starting point. External
collaboration offers valuable insights and paves the way for gradual expansion and adaptation to
different sectors (interviews).

Regarding institutional buy-in, it is important to note that results-based approaches usually do
create an additional workload. There is a hypothesis that disbursing funds based on achieved results
and adopting a more hands-off approach in terms of procurement can lead to reduced transaction
costs. In reality, as emphasized by all interview partners, there is at least equal if not a higher workload
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associated with results-based operations due to several reasons. However, despite the significant
workload, the energy invested in results-based approaches is considered worthwhile as better
outcomes, transparency, and alignment with the organisation's objectives are promoted. “Many [...]
have said it's more work, but it's work that they like, because they're getting into the technical topics
and they're fixing systems, and they see the impact” (interview).

Programme development and intensive internal and external discussions: Implementing results-
based approaches requires additional effort from the organisation. Preparing programmes and
engaging in internal discussions on how to integrate results-based operations into existing processes
(e.g., procurement, financial management) demand significant time and resources. Also, there is
additional need for analysis and discussion within the cooperation with partner organisations. For
example, a more detailed estimate of the broader programme costs is required. Also, understanding
the theory of change during the preparation phase and discussing it with all stakeholders is key. “And
then thinking through how things can be verified, that was something we also had a lot of discussions
on, and then designing a whole verification protocol, agreeing it, going through the detail...”. This all
requires specialized technical expertise, contributing to the intensity of the initial stages (interviews).

Maintaining touchpoints with implementing agencies during implementation: Results-based loans
often necessitate finding new mechanisms for maintaining touchpoints with implementing agencies.
Compared to traditional investment loans, where daily interactions are more common, results-based
approaches may require additional efforts to stay connected and review progress (interviews).

Sector-specific knowledge is required both during preparation and implementation: Implementing
results-based approaches requires individuals with in-depth knowledge of the sectors involved.
Technical expertise in the funders project team is essential for successfully managing results-based
projects. “From the technical perspective as a specialist, it is much more fun...you're not going to spend
your time giving non-objections to the construction of this and that. You're actually looking at where
are the bottlenecks, what is actually leading to the achievement of the results” (interview).

Continuous monitoring is important: Especially in the results-based programme-based approaches
which build on country systems, there is a need for continuous monitoring and performance evaluation
to ensure adherence to standards and mitigate potential deviations (see below). The attention to
implementation aims to increase the partners’ ability to adopt a learning process which addresses
constraints. However, this requires more intensive supervision. Unlike a transactions-based approach
focusing on procurement and financial transactions, programme review teams spend more time on
technical discussions with the client on implementation issues to help them achieve and monitor
results.

While the interviews were overwhelmingly positive about results-based approaches, a few aspects
were mentioned that can potentially lead to unintended effects and compromises on quality.

Risk aversion: Results-based approaches may lead to risk aversion on the government side, as risks
are taken when applying its own policies and programmes. This can hinder innovation and the
willingness to try new approaches.

Addressing national context and trust: It is crucial to unpack the national context and build trust with
the government when implementing results-based approaches. National agendas, favouring of elites,
or misuse of aid can impact the effectiveness of these approaches.
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Compromise on safeguards: While the compliance of results-based approaches with procurement,
fiduciary, environmental, and social safeguards is generally acceptable, occasional challenges arise,
necessitating continuous efforts to improve the system. In the past, data had shown that the time
input for preparation of PforR dropped, but efforts were made to allocate more time and resources to
address the larger scope of implementation and supervision. And the preliminary evaluation of the
ADB pilot phase showed that assessments of fiduciary risks focussed heavily on rules and structures
and not enough on actual practice. This was later corrected (ADB, 2017). Most important is, however,
that MDBs are in fact avoiding high environmental and social risks by excluding certain risk categories
and high-volume contracts. Here, according to ADB the preconceptual stage is crucial where staff
discusses “off-record” about potential risks early on to avoid any conflicts or issues later-on
(interview).

40



Results-Based Financing Peer Analysis Kikenshoner and Thoma

Conclusion and recommendations

The analysis of the results-based approaches of KfW’s peers has shown that results-based
approaches are highly effective. The positive effects which are generally expected (financial
incentives, accountability, comparability, recipient discretion) were confirmed by our interview
partners and held true in the results-based approaches of the peers. It was also confirmed that results-
based approaches are a successful business case and can significantly enhance the effectiveness of
development cooperation. In summary, all peers emphasized the great value of results-based
approaches and expressed interest in exchanging information about lessons learned and how
approaches can be made even more effective.

KfW commissioned this study because it intends to develop its own policy for results-based
approaches. To do this effectively, KfW first wanted to understand how other donors design their
policies in this area and build on their experiences.

The study revealed that there are differences in policies depending on whether results-based
approaches are implemented partner countries (Results-based Financing) or partner
countries (Results-based Aid — Donor-to-government approaches). Formal guidelines primarily exist
when dealing with dedicated results-based instruments from donors to governments, which
necessitate clarification on contractual and procedural terms. Moreover, besides donor-to-
government instruments, all peers pursue various results-based approaches in projects, such as
towards beneficiaries and service providers. However, guidelines are only available in isolated cases,
for instance for the European Commission's Simplified Cost Option (European Commission, 2021c).
Instead of relying on formal policies, KfW’s peers advance results-based approaches in projects mainly
via sectoral exchange formats, such as the World Bank’s “Results-Based Financing and Results in
Education for All Children”. Formal policies are not required for two main reasons: First, unlike donor-
to-government approaches, there is no need to regulate formal aspects, and second, formal policies
are not the most suitable tool to capture the many developments and innovations happening in this
context.

Before developing a results-based policy, some strategic decisions are crucial for KfW. Moving
forward, it is essential for KfW to clarify the objectives for promoting results-based approaches and
define the specific purpose that these approaches should serve. Once decisions are made on these
fundamental questions, the results-based policy can be developed (or not). The policy is then likely to
take a distinct form depending on the decision.

If the KfW indeed wants to develop a dedicated results-based instrument, the under-lying purpose
must be clearly defined. The objective may be to develop a new instrument that complements the
existing toolbox of KfW and enhances impact. This would be similar to the introduction of programme-
based approaches by the four MDBs in addition to policy loans and investment lending. However, the
study has shown that this can be a complex and time-consuming process, as all MDBs went through a
multi-year pilot phase. Even each individual programme-based approach requires significant energy
and time in preparation and implementation.

Alternatively, KfW may want to standardize its participation in co-financing such results-based
approaches. This strategy may enable KfW to efficiently implement larger volume projects with fewer
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internal resources. In this case a different approach is needed. KfW may consider following AFD's
example and develop an approach that facilitates standardized cooperation with one or more of the
four MDB:s.

Independent of the choice taken a comprehensive understanding of results-based approaches by all
departments of KfW will be important. A key learning from the peers was, that it is important that all
service departments such as disbursement, procurement, and contracting share the same
understanding. Accordingly, active engagement with relevant stakeholders within the organisation will
be key to promoting a successful implementation and effectiveness of the chosen approach.

Lastly - as a more practical recommendation - the terminology of “Results-based Financing” as an
overarching term, should be reconsidered. “RBF” was originally used to describe results-based
approaches of projects and is still used this way by many stakeholders, including the World Bank.
Hence, using “RBF” as an overarching term for results-based loans and grants may create
misunderstandings in the exchange with other donors.
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Annex 2 Questionnaire

1

RBF institutional context

Definitions

How does your organisation define and delimit RBF from other financing instruments?

What kind of RBF instruments/ mechanisms are used by your organisation, and in combination with
which other instruments/ modalities, if any, are they used?

Policies and Strategy

What policies does your organisation have in place that guide/ regulate the preparation, appraisal,
and implementation of results-based financing projects/ programs? What strategic purposes form
the basis of these policies?

What role do RBF approaches play in the corporate strategy of your organisation? Do strategies,
e.g., set targets or ceilings for RBF?

Experience & basic patterns

2

Since when are RBF approaches used by your organisation?

What is the financial scope and share of RBF within the development cooperation portfolio of your
organisation?

In which sectors/ focus areas and geographic regions are RBF instruments (primarily) used by your
organisation?

What type of funding is mostly used for RBF projects/ programs (grants, concessional loan,
commercial loans, other)?

Which partner structures are being considered suitable executing agencies for RBFs by your
organisation? Does your organisation exclude certain partner structures? Is it mandatory that
previous investment projects have been jointly implemented before entering an RBF with an
executing agency? Is a track-record of cooperation deemed essential?

Do the commitments made by your organisation cover the entire RBF programme period or are
there cases where commitments are limited to specific periods (e.g., a fiscal year) and further
funding is subject to parliamentary approval?

RBF design features

Overarching

Are RBFs typically designed as mono-sectoral or multi-sectoral interventions by your organisation?

What is the typical duration of an RBF project/programme? Are there differences between RBFs
primarily financing a specific type of results (infrastructure, policies, goods)?

What specific arrangements/ design features are used in case the RBF is implemented through a
financial intermediary, who is (re-) financed by your organisation to provide results-based funding
to beneficiaries?
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Results metrics

e What kind of payment metrics (results to be measured and verified as basis for payment) are
commonly used by your organisation? What informs the decision on payment metrics? To what
extent do theories of change guide decisions to reward specific results?

e Which outputs or outcomes (e.g., infrastructure, policies, goods, vouchers) are primarily targeted
by your organisation with RBF interventions? Does your organisation prefer/exclude certain
output/outcome classes?

Results-based part of the financing

e What portion of project funding is commonly tied to results by your organisation?

e What informs the decision on the portion of funding tied to results?

Price structure

e How does your organisation determine how much to pay for the achievement of the defined
results? What kinds of pricing methods are used?

Result verification

e What kind of mechanisms are commonly used by your organisation to verify whether agreed results
have been achieved?

e |f the verification mechanism involves a third party/ independent verification agent, what are the
key aspects of the respective terms of references?

Contract flexibility

e How much flexibility is commonly given by your organisation to the incentivized agent to deliver
the agreed results?

e To what extent is the use of disbursed funds conditioned or agreed upon between funder and
incentivized agent? Is there a reinvestment mechanism? Do partners, for example, agree upon an
expenditure framework that sets boundaries for how the funds received from the funder can be
used/invested? If so, what are the requirements for the financial management and reinvestment
of these funds?

e What kind of delivery prescriptions do RBF agreements commonly contain? Are, for example, any
prescriptions made regarding safeguards to mitigate social, environmental or other risks? What
happens if specific safeguards have been violated, even though the payment-related results were
achieved?

Payment mode

e How frequent are RBF payments commonly made by your organisation during individual
projects/programs? What informs the decision of the frequency of payments?

e Does your organisation offer prefinancing arrangements to facilitate the start-up of RBF-operations
for partners which find it difficult to prefinance operations from their own resources?

e What flexibility in disbursement modalities does your organisation have: upfront payment, partial
payment (in case of low performance), sliding scale, minimum maximum payment in a given
period? What guides the respective decisions?
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3

RBF in the project cycle

Preparing and appraising an RBF

What appraisal procedures are used by your organisation when preparing an RBF project/
programme?

How long, on average, does the preparation of an RBF project usually take?

What prerequisites need to be in place, if any, before an RBF instrument can be used by your
organisation?

At what stage and by whom are fiduciary, procurement, environmental and social risk assessments
carried out?

What are the minimum requirements regarding environmental and social risk management? To
what extent do environmental and social standards and instruments used for RBF differ from those
used for other financing instruments?

How exactly are fiduciary, procurement, environmental and social risks assessed during the
appraisal phase and addressed during the implementation phase? In case risk assessments are done
by external experts,

e  What are the typical costs of such assessments?
e  What are key aspects of the terms of reference for such assessments?
e Does your organisation have/ use experts pools for these assessments?

How is the overall environmental and social risk category established for RBF?

Implementing an RBF

How are environmental and social risks identified during the appraisal phase addressed (e.g.,
inclusion of mitigation measures in the results-matrix, agreement on and monitoring of
environmental and social action plan, specific stipulations/ covenants in the contract)?

What kind of supporting/ capacity-building measures, if any, are commonly implemented in the
context of an RBF project?

How closely is the implementation of RBF projects monitored by your organisation?

RBF lessons learned

What are overarching experiences and lessons learned related to RBF by your organisation? What
factors of success have been identified by your organisation?

What context-specific issues should be considered when choosing an RBF instrument, i.e., which
instruments are particularly useful or should be avoided in a specific context?

To what extent have RBF instruments contributed to the achievement of tangible, measurable and
independently verifiable project/ programme results?

To what extent has RBF enabled your organisation to enhance the efficiency and effectiveness of
its project/ programs?

To what extent have RBF programs increased or decreased the operational workload for the
financing agent compared to more conventional approaches? How does that vary along the project
cycle?
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e To what extent is your organisation satisfied with the overall compliance of RBF with procurement,
fiduciary, environmental and social safeguards? Did you notice a compromise of your own
standards when using RBF in comparison to trad. infrastructure financing?

e To what extent has RBF enabled government ownership and institutional capacity building in
partner/ target countries?

e What experience have you made in getting buy-in for RBF in your own organisation and within
partner institutions?

e What adverse or unintended effects have been observed when using RBF instruments, if any?

e What experiences have been made in implementing RBFs with financial intermediaries
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Annex 3 Compilation of relevant documents and guidelines per peer

African Development Bank

Guidelines

(AfDB, 2017a): Bank Group Policy on Results-Based Financing. Available at:
https://www.afdb.org/en/documents/document/bank-group-policy-on-results-based-financing-
99570.

(AfDB, 2017b): Operational Guidelines on the Implementation of the Bank Group’s Results-Based
Financing Policy. Available at: https://www.afdb.org/fileadmin/uploads/afdb/Documents/Policy-
Documents/Operational_guidelines_on_the_implementation_of_the_bank_group%E2%80%99s_r
esults-based_financing_policy.pdf.

Assessments

Other

Agence Francaise de Développement

Guidelines
Assessments
Other

(AFD, 2020): Programme budget financing to the Agence Francaise de Développement. Document
not available online.

Asian Development Bank

Guidelines

(ADB, 2021): Operations Manual Policies and Procedures: Results-Based Lending for Programs.
Available at: https://www.adb.org/sites/default/files/institutional-document/31483/om-d18.pdf.

(ADB, 2019): Policy Paper: Mainstreaming the Results-Based Lending for Programs. Available at:
https://www.adb.org/sites/default/files/institutional-document/526346/mainstreaming-rbl-
programs.pdf.

(ADB, 2013a): Policy Paper: Piloting Results-Based Lending for Programs. Available at:
https://www.adb.org/sites/default/files/institutional-document/33597/results-based-financing-r-
paper.pdf.

Assessments

(ADB, 2022): Technical Assistance Report: Mongolia: Preparing the Education Sector Results- Based
Lending Program. Available at: https://www.adb.org/sites/default/files/project-
documents/56167/56167-002-tar-en.pdf.

(ADB, 2017): Corporate Evaluation: Results-Based Lending at the Asian Development Bank: An Early
Assessment. Available at: https://www.adb.org/sites/default/files/evaluation-
document/317151/files/ce-rbl_6.pdf.
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(ADB, 2016): Midterm Review of Results-Based Lending for Programs. Available at:
https://www.adb.org/sites/default/files/institutional-document/192626/midterm-review-rbl-
programs.pdf.

(ADB, 2013b): Results-Based Lending for Programs: Approval of the Policy and the First Operation.
Available at: https://www.adb.org/sites/default/files/publication/31162/rbl-leaflet.pdf.

Bill and Melinda Gates Foundation

(BMGF, 2015b): Review of Results-Based Financing Schemes in WASH. Available at:
https://www.ircwash.org/sites/default/files/rbf_in_wash_final_report_full_jan_2015.pdf.

(BMGF, 2015a): Results-Based Financing to Improve Effectiveness of (WASH) Programming. Available
at: https://programme.worldwaterweek.org/Content/ProposalResources/allfile/bmgf_rbf.pdf.

(BMGF, 2018): Initiative Announced to End Malaria in Central America and the Dominican Republic.
Available at: https://www.gatesfoundation.org/ideas/media-center/press-
releases/2018/01/initiative-announced-to-end-malaria-in-central-america-and-the-dominican-
republic#:~:text=The%20Regional%20Malaria%20Elimination%20Initiative,priority%20despite%20
dwindling%20numbers%20of.

(BMGF, 2014): Outcome Investing (Ol): Results-based approach to designing and managing
investments. Available at: https://docs.gatesfoundation.org/Documents/Ol Overview
Deck_gf.pptx.

European Commission

Financing not linked to costs

(European Commission, 2023): Contribution Agreement Manual. Available at: https://international-
partnerships.ec.europa.eu/system/files/2023-07/contribution-agreement_manual_en.pdf.

(European Commission DG INTPA, 2022): Contract procedures for European Union external action - A
practical guide. Available at: https://intpa-econtent-public.s3.eu-west-
1.amazonaws.com/ePrag/2021.1/ePrag-en-2021.1.pdf.

(Official Journal of the European Union, 2018): Financial Regulation. Available at: https://eur-
lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32018R1046. (Article 125)

Simplified Cost Options

(European Commission, 2021a): Ex ante assessment of Simplified Cost Options and partnerships
between managing authorities and audit authorities — How to do it?. Available at:
https://ec.europa.eu/european-social-fund-plus/system/files/2021-11/KE-03-21-360-EN-N.pdf.
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(European Commission, 2021d): Simplified Cost Options — a Practitioners’ Manual - ESF Transnational
Cooperation Platform Community of Practice on Results-based Management. Available at:
http://www.esfhellas.gr/elibrary/SCO_a%20practitioners'%20manual.pdf.

(European Structural and Investment Funds, 2018): Guidance on Simplified Cost Options (SCOs): Flat
rate financing, Standard scales of unit costs, Lump sums. Available at:
https://ec.europa.eu/esf/BlobServlet?docld=458&langld=en.

Budget support

(European Commission, 2017a): Budget Support Guidelines. Available at: https://international-
partnerships.ec.europa.eu/system/files/2019-09/budget-support-guidelines-2017_en.pdf.

(Center for Global Development, 2021): Translating Results-Based Financing from Theory to
Operational Reality: Lessons from the Practical Application of RBF at the European Commission.
Available at: https://www.cgdev.org/sites/default/files/translating-results-based-financing-
theory-operational-reality.pdf.

(ESF, 2018): ESF (2018): ESF Thematic Network on Simplification Case study reports on SCO practices.
Available at:
https://www.google.com/url?sa=t&rct=j&g=&esrc=s&source=web&cd=&ved=2ahUKEwji95_ 9wdy
BAXWgSfEDHSuuAiOQFnoECA8QAQ&url=https%3A%2F%2Fec.europa.eu%2Fesf%2FBlobServiet%3
Fdocld%3D22241%26langld%3Den&usg=A0vVaw0E5USql_0-kVmooDe71jN_&opi=89978449.

(European Commission, 2022b): Budget Support: Trends and results 2022. Available at:
https://international-partnerships.ec.europa.eu/system/files/2022-10/budget-support-trends-
and-results-2022_en.pdf.

(European Commission, 2022c): EU Initial Response to the Covid-19 Crisis in Partner Countries and
Regions. Available at: https://op.europa.eu/en/publication-detail/-/publication/1beb7c2a-ec57-
1lec-a534-0l1aa75ed71al/language-en/format-PDF/source-266636149.

(European Commission, 2021e): ‘Simplified Cost Options’ and ‘Financing not Linked to Costs’ in the
Area of Social Inclusion and Youth: A Study Complementing the ESF+ Impact Assessment.
Available at: https://op.europa.eu/en/publication-detail/-/publication/5175a20b-3ac3-11ec-
89db-01aa75ed71al/language-en.

(European Commission, 2020): Evaluation of EU State Building Contracts (2012-2018). Available at:
https://op.europa.eu/en/publication-detail/-/publication/2c8689dc-ae3f-11ec-83e1-
Olaa75ed71al/language-en/format-PDF/source-266635514.

(European Commission, 2015): Peer Review in Social Protection and Social Inclusion: Conditional cash
transfers and their impact on children. Available at:
https://ec.europa.eu/social/BlobServlet?docld=15479&langld=en.

(European Court of Auditors, 2019b): Special Report: Data Quality in Budget Support: Weaknesses in
some Indicators and in the Verification of the Payment for Variable Tranches. Available at:
https://www.eca.europa.eu/Lists/ECADocuments/SR19_25/SR_Budget_support_data_EN.pdf.

(Orth et al., 2017): What we Know about the Effectiveness of Budget Support: Evaluation Synthesis.
Available at: https://www.deval.org/fileadmin/Redaktion/PDF/05-
Publikationen/Berichte/2017_Effectiveness_Budget_Support/DEval_Effectiveness_Budget_Suport
_2017_EN.pdf.
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