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NORRAG

NORRAG is a global membership-based network 
of international policies and cooperation in 
education and training. NORRAG contributes to 
advancing equitable, quality, accessible lifelong 
education and training through four strategic 
activities to support policymakers, planners, 
practitioners and researchers.

The NORRAG network welcomes more than 
5,300 members, 48% of whom are based in the 
global south and work in 178 countries, in 
academia, civil society, governments in the South 
and North, international organisations, and the 
private sector.
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• Rationale for RBF for sub-national actors

• Conceptual framework

• Research design

• Divergence from theory to practice

• Differentiated approach linking finance to results: Performance Based Budgeting

• Recommendations for designing RBF at meso-level 

• Looking ahead
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Why Results-Based Financing in Education?

RBF is a financing arrangement wherein payments are contingent on 
the achievement of predefined and subsequently verified results. 

Fundamental change in development financing - a move away from 
providing funds for inputs and activities and towards tying payments to 
the achievement of measurable results (output or outcomes). 

Use in education as a response to:
• the recognition of a shortfall in funding from both international aid 

and national budget allocation
• limited progress towards SDG4
• the perception that traditional financing is inefficient, ineffective and 

prone to waste and corruption 
• focus on increasing accountability towards achieving measurable 

results in terms of educational outcomes
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RBF for Sub-national Actors

RBF interventions at one level could initiate a chain of RBF interventions (a ‘cascade’) at 
other levels to align actors at the different levels towards the same defined results.

Meso-level as actors and/or institutions who are in charge of education system 
management and administration in sub-national governments (e.g. provincial, regional, district) 
or at the school level, such as district education officers, school 
management committees, school directors and non-governmental 
service providers. 

In the middle of the education value chain, meso-level actors play a crucial role in
translating, transferring, brokering – and, therefore, in potentially disrupting and 
hindering – the gains sought by actors at other levels to ensure quality education service 
delivery.

Potential brokers or disruptors of the causal chain underpinning the logic of RBF 
in improving the effectiveness, efficiency and accountability in 
education financing. 
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Principal-Agent Theory in RBF: Key Elements

Principal pays Agent delivers results (outputs or 
outcomes) rather than effort

Observable and independently verifiable results so 
that both the Principal and the Agent agree that it is 
delivered

Principal forgoes some control over how the results are 
achieved  = greater Agent autonomy

Incentive for the Agent: Agent bears the risk of failure 
= greater motivation to deliver results

PRINCIPAL

AGENT

HiresPerforms

Self Interest

Self Interest
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Multiple Principal-Agent Relationships

• Primary Relationship – RBF Contract

• Funding institution  Implementing 
institution

• What about:
• Employees?
• Beneficiaries?
• Intermediary institution?
• Independent verifier?
• Donor agency?
• Other national or local authorities?



Need for Operational Funds to Achieve Results

• In a large number of initiatives, at least a 
portion, if not all, of the payment was made 
before the achievement of results

• Payments made on the basis of commitments, 
agreements or approved plans

• Meso-level organisations, especially government 
agencies, require upfront capital as operational 
funds to carry out activities

• Impact bonds use private investors to provide 
upfront capital to service providers



Difficulty in Defining Results

• Difficult to establish the causal link between 
the actions of the meso-level actors and the 
ultimate education outcome

• Prevalence of process indicators 

• Improved processes i.e. education 
management could be the desired result at 
the meso-level

• Process indicators could serve as incentive 
milestones towards the ultimate education 
outcome



Lack of Agent Autonomy

• Even with RBF arrangements, low level of agent 
autonomy present

• No evidence of meso-level agents having increased 
decision-making authority in decentralised 
education systems

• Potentially RBF design modification limits agent 
autonomy

• Trade-off: Increased autonomy comes with higher 
financial risk

• RBF arrangements and higher level of autonomy 
could increase agent workload



Differentiated Approach: 
Linking Financing to Results
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RBF Arrangements using Performance Based Budgeting

Robinson, M. (2007). Performance budgeting: Linking funding and results. Palgrave Macmillan. 
https://doi.org/10.5089/9780230553569.071

Three types of RBF models:

1. Funding-linked performance targets (10)

2. Agency-level budget performance incentives (21)

3. Purchaser-Provider model (15)

dependent on:

1) existing availability and use of results data 

2) availability of operational funds

https://doi.org/10.5089/9780230553569.071


Funding-linked performance targets

- Link the funding amount to results, not disbursement
- Focus is on the target-setting exercise – costing out 

individual results rather than inputs and activities

Financing

Results 
target 
setting

Results



Agency-level budget performance incentives

Existing 
operational 

budget
Execute activities

Achieve results
Receive bonus 

payments linked 
to achieved 

results

Additional funds 
for future 
activities

- The Agent receives an incentive payment or a bonus 
after achieving the agreed results. 

- Introduces financial rewards and sanctions (no payment 
or a smaller payment) to motivate Agents to improve 
performance or achieve results



Purchaser-Provider Model

Deliver 
results

Receive 
payment

- Treat the Agent as a ‘standalone business’, with its own 
source of operational funding

- The Agent makes a profit or loss, reflecting the difference 
between what it cost the Agent to achieve the results and 
what the Principal paid for the result
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Recommendations

1. Conduct a situation analysis to understand any existing experience with RBF and 
determine whether there is a culture conducive to results-based management and if 
there are educational challenges that RBF can help solve. 

2. Agree on a shared theory of change with all stakeholders, especially Principals and 
Agents, that will also ensure sufficient autonomy for Agents to achieve results.

3. Define result targets that can be transparently and objectively measured. 

4. Design an incentive structure that cascades financial and non-financial incentives at 
both organisational and individual levels. 

5. Provide capacity-building support and technical assistance to foster a culture of 
results orientation. 

6. Ensure sustainability with a plan for moving through the differentiated RBF types and 
phasing out external funding over time. 



Looking ahead

• Financial modalities cannot solve all educational challenges

• Need for systematic analysis of the education challenges present in a given context to develop context 
specific solutions

• Design RBF interventions that responds to the contextual realities and minimises unintended 
consequences

• Need for additional research: intervention evaluations, case studies, additional comparative analysis



Thank You

For more information:

Visit: www.norrag.org/ife

Contact: https://www.norrag.org/contact/

Follow: 

Twitter: @norrag

Facebook: https://www.facebook.com/norrag.network

LinkedIn: https://www.linkedin.com/company/norrag/mycompany/

Vimeo: https://vimeo.com/norrag

http://www.norrag.org/ife
https://www.norrag.org/contact/
https://www.facebook.com/norrag.network
https://www.linkedin.com/company/norrag/mycompany/
https://vimeo.com/norrag
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