




THE CASE FOR OUTCOMES-BASED APPROACHES IN DEVELOPMENT FINANCE
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By strengthening the link between funding and impact, outcomes-based approaches improve 
accountability and enable better development outcomes. 

• Outcomes-based approaches focus solely on results 
• Funding is tied directly to success: if outcomes are not 

achieved, no payments are made

• These approaches can maximize aid efficacy

• Driving rigorous measurement and adaptation:
evidence of what works & where allows aid programs 
quickly to adapt to on-the-ground circumstances

• Stimulating co-investment: other funds leveraged by  
demonstrating a clear link between funding and results, 
clear VFM and a clear sharing of risk

• Unlocking innovation: providers are incentivized to 
innovate so that local needs are met 

‘Kangeroo Mother Care’ in Cameroon

Sleeping Sickness DIB pilot in Uganda
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PUT ANOTHER WAY…

“100% of the activities 
will spend 100% of the 
money to deliver 100% 
of the results 100% on 

time….” 

Original Plan

Actual Experience
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COMPARING IMPACT BONDS TO OTHER WAYS TO DELIVER AID PROGRAMS
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Notes

1) May include some provider co-financing

2) May be intermediary

Traditional Aid Results-Based Financing (RBF)

Grants/Loans PbR Impact Bonds

Recipient of Funds Government or 
Service Provider

Government or Service 
Provider

Service Provider

Timing of Payment Up-front After results are 
independently verified

After results are 
independently verified

Basis for Payment Pre-defined inputs Pre-agreed outputs Pre-agreed outcomes

Source of up-front 
financing

Donor Service provider pre-
finances the project

Investor1 pre-finances 
project

Risk sits with Donor Service provider Investor

Performance 
Management

Input monitoring by 
donor
Post-hoc evaluation

Direct donor 
involvement e.g. using 
log-frame to track 
achievement of results

Investor incentivised to 
manage through 
performance manager2

DIBs are outcome-
based programs..

… financed by risk 
capital…

.. ..where risks sits with 
investors

… that provide for 
flexible, adaptive 
delivery.



AN IMPACT BOND IS NOT A SILVER BULLET
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An impact bonds works well for…

Complex problems – but a clear outcome

Innovative (but previously demonstrated*) interventions needed

Optimal sequencing of inputs unknown (or unknowable) ex-ante

Need for external risk capital

…when these conditions are met.

Outcomes measurable

Reliable and timely data flow (including baseline data)

Outcomes attributable to inputs

On-the-ground delivery & iteration capacity

Availability of social investment

Government + donor priority

* An impact bond works particularly well when robust evidence for a specific intervention exists from prior interventions but 
where it has not yet been tried in a particular location/context.  



HOW DOES A DIB WORK?

Coordination Coordination

Capital at 

risk

Outcomes 
Donor

Return 

depending on 

success

DIB Manager

Investors

Independently 

verified payments 

for success

Service Contract 

between DIB Manager and Service Providers

Principal Service 
Provider

Service 
Provider

Service 
Provider
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Incentives for 
adaptive 

implementation 

• Linking investor returns to outcomes creates an incentive for 
learning & course-correction during service delivery

IN SUMMARY: IMPACT BONDS CAN IMPROVE THE EFFICIENCY AND 
EFFECTIVENESS OF AID PROGRAMS

Enhances 
transparency and 

accountability

• Investors are only compensated when contract outcomes and 
outputs have been independently verified

• Upfront funding provides working capital to service providers, 
resolving the pre-financing challenge in ‘traditional’ RBF

Provide access to 
upfront funding

Reduced 
administrative 

burden

• Marks a move away from traditional aid-agency input-based 
processes and logframes





SEX WORKERS IN SOUTH AFRICA ARE DISPROPORTIONATELY 
AFFECTED BY HIV BUT ARE NOT RELIABLY ACCESSING SERVICES 
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Map of distribution of female sex workers There are an estimated 153,000 
sex workers (of whom 139,000 

are women) across South Africa.

Recent surveys indicate that the 
HIV prevalence among female sex 

workers is up to 60%. 

And up to 20% of the 350,000 
people infected annually are 
connected either directly or 

indirectly to the sex trade

But fewer than 1 in 5 HIV positive 
sex workers in Johannesburg are 

on Anti-Retroviral Therapy.

Sources: SANAC/SWEAT population estimate (2015), UCSF South Africa Health Monitoring Study (2015). 



CURRENT PROGRAMS HAVE SUCCESSFULLY RAISED AWARENESS BUT 
HEALTH OUTCOMES FOR SEX WORKER POPULATIONS REMAIN POOR 
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High prevalence and low ARV uptake indicates existing programs are not
comprehensively reaching sex workers:

• Services are fragmented and lack coordination.

• Few programs provide treatment to sex workers, often focus on peer education,
relying on referrals to clinics.

• Many sex workers do not use public health services, in part because sex work is
illegal in South Africa and they experience stigma.

THERE IS LIMITED UNDERSTANDING ABOUT WHAT WORKS WHERE AND WHY. NOT 
ALL SEX WORKER POPULATIONS ARE THE SAME AND A STANDARD DELIVERY MODEL 
WILL NOT DELIVER THE OUTCOMES NEEDED.



THERE ARE MANY BARRIERS PREVENTING SEX WORKERS FROM 
ACCESSING AND REMAINING ON HIV TREATMENT 
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Due to the numerous barriers sex workers face 
accessing services, there is acknowledgement of the 
need for a flexible approach:

• Supporting sex workers to achieve better health outcomes
will mean tackling wider barriers such as stigma and
marginalization

• A National Sex Worker HIV Plan was launched in March
2016 – the plan includes a comprehensive set of activities
from human rights support to a core health package

• Delivery is the challenge - the fragmented nature of the
target population means a flexible approach is needed to
tailor services according to the local context and barriers
faced Image: SANAC

A SIB OFFERS FLEXIBILITY TO TAILOR SERVICES TO NEEDS OF DIFFERENT SEX WORKER 
POPULATIONS AND PROVIDE THE INCENTIVES TO INCORPORATE LEARNING IN REAL 
TIME TO IMPROVE DELIVERY OF HEALTH OUTCOMES 

Criminalised

Violence
Stigma

Access to 
health

BARRIERS

Mental 
health

Substance 
use

Lack of
Opportunity



SIB IMPLEMENTATION WILL BRING ADAPTIVE MANAGEMENT AND FEEDBACK 
LOOPS TO CURRENT APPROACHES TO DELIVER IMPROVED HEALTH OUTCOMES  
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The SIB will use a data-driven approach that will:

• Develop program delivery in close consultation with sex workers, and provide
opportunities for sex workers to suggest improvements during program implementation

• Test ways to maximise the chances that sex workers start HIV services at all, and then
adhere to them

• Rigorously collect and analyse data, including surveys on service accessibility, quality and
suitability of services

• Pay particular attention to localised data: many of the reasons for the failure of
traditional approaches will likely be localised.

• Ensure sustained Government funding of services by supporting interventions endorsed
by the National Sex Worker Plan

THIS SIB IS CURRENTLY IN DEVELOPMENT – PARTNERS INCLUDE THE SOUTH AFRICAN 
GOVERNMENT, THE GLOBAL FUND AND OTHER LOCAL STAKEHOLDERS





BUENOS AIRES SIB TACKLING YOUTH UNEMPLOYMENT

• The Inter-American Development Bank, through its Multilateral Investment Fund, is 
supporting the development of the SIB Market in LatAm through a dedicated SIB 
facility, including projects in Mexico, Colombia, Brazil and Argentina 

• Under the facility, the Government of the City of Buenos Aires (GCBA) is leading 
Argentina’s first SIB, to develop employment opportunities for vulnerable youth in 
the city

• Focus is on targeting those who are not in education, employment or training 
(NEETs), through interventions with the ability to foster measurable, sustainable 
change in their employment situation

• Developing the first SIB in youth employment is seen as a strategic pilot to roll out 
further SIBs nationally and in other cities / provinces, as well as a critical milestone in 
the development of the Argentinian impact investment market



WHY A SIB?

• GCBA is interested in SIBs as an innovative tool to promote greater and more 
efficient collaboration between government, the private sector and social 
organisations

• Different procurement and contracting models are much needed to shift the 
emphasis towards results. The incentives inherent to the SIB model promote 
greater transparency and accountability and deliver better outcomes

• Traditionally, the government, philanthropists and other support organisations 
have run multiple, overlapping employment programs by solely funding activities 
/ inputs, with little impact evidence. The misalignment between funding and 
beneficiaries makes it difficult to assess which programs are most efficient

• There is a recognised need to increase the operational and impact capabilities of 
existing service providers - the SIB will leave a legacy.



BASIC STRUCTURE AND PARTNERS

+ Local Social 
Investors
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Beneficiaries

Independent
verifier

Social Service
Providers



WORK TO DATE

• Feasibility analysis
- Preliminary definition of target population

- Preliminary contacts with service providers

- Initial conversations on SIB design 

- Identification of measures of success / socioeconomic value of 
outcomes

• Market building activities
- Capacity building 

- Dissemination 

- Legal framework, etc. 



ABOUT SOCIAL FINANCE

• Social Finance is a pioneering non-profit organisation that designed and launched the first 
Social Impact Bond (SIB), in which risk capital is used to provide the working capital for 
outcomes-based contracts

• We have launched 11 SIBs in the United Kingdom and are helping to develop Impact Bonds in 
a range of countries in Africa, South Asia, the Middle East & Latin America 

• We established a Working Group with the Centre for Global Development in 2012 to explore 
the potential of Development Impact Bonds (DIBs) that apply the Impact Bond model in 
developing countries
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